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The Honorable Debbie-Anne A. Reese, Secretary
Federal Energy Regulatory Commission

888 First Street, N.E. Room 1A

Washington, D.C. 20426

Re:  PJM Interconnection L.L.C., Docket No. ER26-3734-000
Governing Document Enhancements and Clarifications of the Tariff, Operating Agreement and
Reliability Assurance Agreement regarding Markets Rule Revisions

Dear Secretary Reese,

Pursuant to Section 205 of the Federal Power Act (“FPA”),' and Part 35 of the Federal Energy
Regulatory Commission’s (“Commission”) Regulations,” PJM Interconnection, L.L.C. (“PJM”) hereby
submits for filing clerical and ministerial revisions to correct, clarify, and/or make consistent certain
provisions of the PIM Open Access Transmission Tariff (“Tariff”), the Amended and Restated Operating
Agreement of PJM Interconnection, L.L.C. (“Operating Agreement”) and the Reliability Assurance
Agreement among Load Serving Entities in the PJM Region (“RAA”) pertaining to Markets revisions.

I. BACKGROUND

In the last several years, PJM has used its Governing Documents Enhancement and Clarifications
Subcommittee (“GDECS”) stakeholder process as the primary vehicle to effectuate review of its Governing
Documents to ensure that provisions are clear, consistent, and accurately reflect PJM’s practices and
procedures. To date, PJM has submitted several filings to correct and clarify definitions and provisions
identified via GDECS that were ambiguous, incorrect, or required additional detail, which the Commission

has accepted.’ PJIM and its stakeholders utilize the GDECS process as a means to continually review and

116 U.S.C. § 824d (2025).
2 18 C.F.R. Part 35 (2025).

3 See, e.g., PJM Interconnection L.L.C., Delegated Letter Order, Docket No. ER19-744-000 (Feb. 4, 2019); PJM
Interconnection L.L.C., Delegated Letter Order, Docket No. ER18-1528-000 (June 25, 2018); PJM Interconnection,
L.L.C., Delegated Letter Order, Docket No. ER17-1372-000 (May 17, 2017); PJM Interconnection, L.L.C., Delegated
Letter Order, Docket No. ER16-1737-000 (June 20, 2016); PJM Interconnection, L.L.C., 155 FERC § 61,303 (2016)
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make non-controversial substantive and non-substantive revisions to the Governing Documents.* Through
these ongoing efforts, PJM has identified a number of additional revisions that will help clarify, correct,
and/or reflect previously filed and accepted revisions to PJM’s Governing Documents, thereby decreasing
the likelihood of misinterpretation or ambiguity in the language of a given provision. Other proposed
revisions will correct or remove language that does not accurately describe the current processes that PJIM
utilizes or is no longer applicable, in an effort to eliminate inconsistencies between provisions within the
Governing Documents or otherwise bring the Governing Documents up to date.

II. PROPOSED REVISIONS

The revisions proposed herein remove obsolete provisions and terms, eliminate ambiguity, modify
incorrect or update cross references, correct formatting and grammatical errors and, reincorporate revisions
that the Commission has previously accepted but which are not reflected in the posted versions of the
Governing Documents, and otherwise clarify provisions.’ For ease of review, PIM has provided a table
appended hereto as Attachment C, which describes the proposed revisions, the Governing Document in
which the revision is being made, the current language, and the rationale for making the referenced changes.
Given that each of the proposed revisions are discrete, severable, and not interdependent, PJM requests the

Commission evaluate the justness and reasonableness of these revisions separately.®

(accepting all proposed revisions except one); PJM Interconnection L.L.C., Delegated Letter Order, Docket No. ER20-
2799-000 (Oct. 9, 2020), and PJM Interconnection L.L.C., Delegated Letter Order, Docket No. ER22-486-000 (June
22,2022).

4 See PJM, GDECS Charter, https://www.pjm.com/-/media/DotCom/committees-
groups/subcommittees/gdecs/20151023/20151023-charter.ashx?la=en (indicating that meetings will be held as
needed and that expected duration of the work of the subcommittee to be “indefinite.”).

5 As part of this filing, PJM is proposing revisions to: Tariff, Section 4.2; Attachment C; Attachment K-Appendix,
section 1.4B; Attachment DD, sections 5.3, 5.6, 5.14, 6.5 and 10A; Operating Agreement, Schedule 1, section 1.4B;
and RAA, Article 1, Definitions and Schedule 9.2.

6 See NRG Power Mktg., LLC v. FERC, 862 F.3d 108, 114-15 (D.C. Cir. 2017) (finding that the Commission has
“authority to propose modifications to a utility’s [FPA section 205] proposal if the utility consents to the
modifications”) (emphasis in original); see also Public Service Company of New Mexico, 178 FERC 461,088, at P 31
n.48 (2022) (accepting the filer’s proposed tariff revisions, but directing certain revisions to remove specific charges,
as agreed to by the filer) (citing 862 F.3d 108); Southwest Power Pool, Inc., 177 FERC 4 61,148, at P 27 n.42 (2021);
PJM Interconnection, L.L.C., 176 FERC 9 61,080, at P 43 n.54 (2021); Southwest Power Pool, Inc., 177 FERC



Honorable Debbie-Anne A. Reese
September 8, 2026
Page 3

. STAKEHOLDER PROCESS

PJM worked with its stakeholders through the GDECS on April 24, 2026 and May 18, 2026 to
review changes that were needed to PJM’s Governing Documents.” PJM discussed the proposed revisions
and associated rationale for each of the items listed on the enclosed table with stakeholders in the GDECS
during this timeframe. The proposed revisions were presented to, and discussed with, the PIM Markets and
Reliability Committee (“MRC”) between June and July 2026. The MRC endorsed the revisions by
acclamation with no objection and one abstention at its July 28, 2026 meeting.® The Members Committee
(“MC”) endorsed the revisions by acclamation with no objections and two abstentions at its August 19,

2026 meeting.’

IV.  PROPOSED EFFECTIVE DATE

PIM respectively requests that the Commission accept certain ministerial corrections to the PJM
Tariff, Operating Agreement and RAA effective November 8, 2026.
V. DOCUMENTS ENCLOSED

PIM encloses the following as part of this filing:

1. This transmittal letter;

2. Attachment A: revisions to the Tariff and Operating Agreement in marked format;

3. Attachment B: revisions to the Tariff and Operating Agreement in clean format; and

61,230, at P 24 n.43 (2021).

7 PJM, GDECS Meeting Item 3, Chart of Revisions (May. 18, 2026), https:/www.pjm.com/-
/media/DotCom/committees-groups/subcommittees/gdecs/2026/20260518/20260518-item-03---gdecs-chart-april-
2026.pdf.

8 PJM, MRC Meeting Consent Agenda, Chart of Revisions (Jul. 28, 2026), https:/www.pjm.com/-
/media/DotCom/committees-groups/committees/mre/2026/20260728/20260728-consent-agenda-e---2-gdecs-april-
2026-chart.pdf.

® The GDECS Presentation for the Aug. 19, 2026 MC Consent Agenda is available here: https:/www.pjm.com/-

/media/DotCom/committees-groups/committees/mc/2026/20260819/20260819-consent-agenda-b---1-gdecs-
governing-document-revisions---presentation.pdf.
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4. Attachment C: chart of revisions.
VI COMMUNICATIONS

PJM requests that all communications regarding this filing be directed to the following

persons:
Craig Glazer Erin Lai
Vice President — Federal Government Policy Senior Counsel
PJM Interconnection, L.L.C. PJM Interconnection, L.L.C.
1200 G Street, N.W., Suite 600 2750 Monroe Boulevard
Washington, D.C. 20005 Audubon, PA 19403
(202) 423-4743 (267) 541-9788
Craig.Glazer@pjm.com Erin.Lai@pjm.com

Mark J. Stanisz

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

(610) 666-4707
Mark.Stanisz@pjm.com

VII. SERVICE

PJM has served a copy of this filing on all PJM Members and on all state utility regulatory
commissions in the PJM Region by posting this filing electronically. In accordance with the Commission’s
regulations,'® PJM will post a copy of this filing to the FERC filings section of its internet site, located at

the following link: https://www.pjm.com/library/filing-order with a specific link to the newly-filed

document, and will send an e-mail on the same date as this filing to all PJM Members and all state utility
regulatory commissions in the PJM Region'' alerting them that this filing has been made by PJM 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

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

11 PJM already maintains updates and regularly uses e-mail lists for all PJM Members and affected state commissions.
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this filing will be available on the FERC’s eLibrary website located at the following link:

http://www.ferc.gov/docsfiling/elibrary.asp in accordance with the Commission’s regulations and Order

No. 714.

VIII. CONCLUSION

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

this ministerial filing, as discussed herein.

Craig Glazer

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

1200 G Street, N.W., Suite 600

Washington, D.C. 20005

(202) 423-4743

Craig.Glazer@pjm.com

Mark J. Stanisz

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

(610) 666-4707
Mark.Stanisz@pjm.com

Respectfully submitted,

/s/ _Erin Lai

Erin Lai

Senior Counsel

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

(267) 541-9788
Erin.Lai@pjm.com

On behalf of PJM Interconnection, L.L.C.



Attachment A
Revisions to the
PJM Open Access Transmission Tariff,
Operating Agreement and Reliability Assurance Agreement

(Marked Format)

(Identified by Additional Cover Pages)

Page 1



Revisions to the

PJM Open Access Transmission Tariff

(Marked Format)

Page 2



4.2

Pursuant to the Commission’s February 19, 2025 Final Rule, Order No. 676-K (190 FERC ¢
61,116) amending its regulations under the Federal Power Act, and the grant of waivers from
specified provisions of WEQ-001, WEQ-002 and WEQ-003 approved by the Commission in
PJM Interconnection, L.L.C., 151 FERC § 61,141 (May 18, 2015), PJM Interconnection, L.L.C.,
169 FERC 9 61,226 (Dec. 19, 2019), PJM Interconnection, L.L.C., 178 FERC § 61,163 (March
7, 2022), PJM Interconnection, L.L.C., 182 FERC 9 61,118 (Feb. 23, 2023), PJM
Interconnection, L.L.C., 185 FERC 9 61,068 (Oct. 26, 2023), PJM Interconnection, L.L.C., 194
FERC 9 61,170 (Mar. 3, 2026), and in response to PJM’s compliance filings for Order No. 676-
K, the Transmission Provider hereby incorporates by reference the following standards
promulgated by the WEQ of the NAESB, effective August 27, 2026:

(1) WEQ-000, Abbreviations, Acronyms, and Definition of Terms, standard WEQ-
000 ([WEQ] Version 004, July 31, 2023);

(2) WEQ-000, Abbreviations, Acronyms, and Definition of Terms ([WEQ] Version
004, July 31, 2023) with Minor Correction MC24004 applied to standard WEQ-
001-24.2.4. (August 9, 2024);

3) To the extent not inconsistent with Transmission Provider’s current NITS
practices and procedures, WEQ-001, Open Access Same-Time Information
System (OASIS) ([WEQ] Version 004, July 31, 2023); excluding Standards 001-
9.5, 001-10.5, 001-13.1.3, 001-14.1.3, 001-15.1.2, 001-106.2.5, 001-25 in its
entirety, as well as the timing requirements established in 001-23, to the extent
not inconsistent with Transmission Provider’s current practice;

4) To the extent not inconsistent with Transmission Provider’s current NITS
practices and procedures, WEQ-002, Open Access Same-Time Information
System (OASIS) Business Practice Standards and Communication Protocols
(S&CP) (|[WEQ] Version 004, July 31, 2023), excluding Business Practice
Standards WEQ-002-4.3.6.6.1 and WEQ-002-4.3.6.6.2;

®)) To the extent not inconsistent with Transmission Provider’s current NITS
practices and procedures, WEQ-003, Open Access Same-Time Information
System (OASIS) Data Dictionary ([WEQ] Version 004, July 31, 2023);

(6) WEQ-004, Coordinate Interchange ([WEQ] Version 004, July 31, 2023);

(7) WEQ-005, Area Control Error (ACE) Equation Special Cases ([WEQ] Version
004, July 31, 2023);

(8) WEQ-006, Manual Time Error Correction ([WEQ] Version 004, July 31, 2023);

9) WEQ-007, Inadvertent Interchange Payback ([WEQ] Version 004, July 31, 2023);
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(10) WEQ-008, Transmission Loading Relief (TLR) — Eastern Interconnection
(IWEQ] Version 004, July 31, 2023);

(11)  WEQ-011, Gas/Electric Coordination, (WEQ] Version 004, July 31, 2023);
(12)  WEQ-012, Public Key Infrastructure (PKI) ((WEQ] Version 004, July 31, 2023);

(13) WEQ-013, Open Access Same-Time Information System (OASIS)
Implementation Guide, [OASIS] ([WEQ] Version 004, July 31, 2023);

(14)  WEQ-015, Measurement and Verification of Wholesale Electricity Demand
Response ([WEQ] Version 004, July 31, 2023);

(15)  WEQ-021, Measurement and Verification of Energy Efficiency Products ((WEQ]
Version 004, July 31, 2023);

(16) WEQ-022, Electric Industry Registry (EIR) ((WEQ] Version 004, July 31, 2023);
(17)  WEQ-023, Modeling ([WEQ] Version 004, July 31, 2023); and
(18) WEQ-024, Cybersecurity ((WEQ] Version 004, July 31, 2023).

The Commission has granted Transmission Provider with waivers of specified provisions of
WEQ-001, WEQ-002 and WEQ-003 as those Business Practice Standards relate to Service
Across Multiple Transmission Systems (SAMTS) and Network Integration Transmission Service
(NITS), Order on Compliance and Request for Waivers, 178 FERC q 61,163 (March 7, 2022),
PJM Interconnection, L.L.C., 182 FERC q 61,118 (Feb. 23, 2023), PJM Interconnection, L.L.C.,
185 FERC 4 61,068 (Oct. 26, 2023), and PJM Interconnection, L.L.C., 194 FERC § 61,170 (Mar.
3,2026).

With respect to SAMTS, the Transmission Provider has adopted Tariff, Part II, section 17.9 and
Tariff, Part II, section 18.4, specifying processing timelines for all short-term transmission
service requests. The Transmission Provider will process and set the status of a SAMTS request
or reservation consistent with a non-SAMTS transaction and the customer may withdraw, annul
or reduce their request or reservation without financial penalty in accordance with the
Transmission Provider’s Regional Transmission and Energy Scheduling Practices document
which can be found on the Transmission Provider’s website.

With respect to NITS requests, the Transmission Provider has adopted rules in Tariff, Part III
relating to the study and commitment of internal and external network resources and load
designations, including Tariff, Part III, section 30 (relating to designation and termination of
Network Resources), Tariff, Part III, section 31 (relating to the designation of Network Load),
and Tariff, Part III, section 32 (relating to Initial Study procedures for NITS), all of which are
subject, however, to the applicable requirements of PJM”s Reliability Pricing Model (RPM)
rules as set forth in Tariff, Attachment DD and associated requirements as set forth in
Transmission Provider’s FERC-filed Reliability Assurance Agreement Among Load Serving
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Entities (RAA) and associated Manuals. Moreover, consistent with the Transmission Provider’s
planning processes, Network Resources proposing to interconnect to the Transmission System in
the PJM Region must comply with the terms, conditions, rules and procedures for
interconnection as specified in Tariff, Part I'V.
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ATTACHMENT C

Methodology To Assess Available Transfer Capability

The Transmission Provider will be solely responsible for determinations of Available Transfer
Capability (ATC). The Transmission Provider will post firm and non-firm ATC projections on
the OASIS for interfaces between neighboring Balancing Authorities and the PJM Region, and
other path locations of significant commercial interest will be added as appropriate.

ATC of a particular path is an approximate indication of the anticipated transmission transfer
capability remaining on the transmission network that could be scheduled for further commercial
activity relative to the designated path under the conditions studied. Specific study of conditions,
including source and sink of generation and load, is required before firm transmission service
commitments can be made.

Transfer capability of the transmission network is limited by physical and electrical
characteristics of the system including thermal equipment loading, voltage, and stability
considerations and provisions of coordination agreements. Transfer capability is evaluated based
on base system loading and an assessment of critical contingencies on the transmission system.
The critical contingencies will be defined as appropriate. The Transmission Provider’s
calculation of transfer capability will be consistent with the principles in the NERC standards.
These calculations will be performed through a combination of planning and operational
analyses, employing both Energy Management System real-time functionality and off-line
analytical tools as appropriate. Firm and non-firm ATC will be determined consistent with
NERC standards, taking into account the Transmission Reliability Margin (TRM), Existing
Transmission Commitments (ETC) and Capacity Benefit Margin (CBM) (see below) in order to
preserve the emergency capability of the PJM Region to serve load serving entities. Firm ATC
on any path will be limited to assure that emergency import capability will be available to
Network Customers when needed through the reservation of capacity benefit margin, equivalent
to a firm point-to-point transmission service reservation for delivery from systems outside of the
PJM Region to serve the load serving entities within such region.

Determination of ATC requires that base system conditions be identified and modeled for the
period being analyzed. These conditions include projected demand, anticipated generation
availability, anticipated transmission system facility availability, expected energy transactions,
and information about neighboring regions that affect the transfer capability of the PJM Region.
For hourly through monthly calculations, these conditions are based on the Transmission
Provider’s operational assessments of load trends, unit commitment profiles, maintenance
schedules and ETC. Long-term calculations are based on planning loads, expected maintenance
schedules, typical generation patterns, and ETC.

Any dispute regarding a determination of ATC by the Transmission Provider, or regarding the

data used by the Transmission Provider in such a determination, shall be resolved pursuant to the
dispute resolution procedures of Tariff, Part I, section 12.

ATC and AFC Calculations Using Flowgate Methodology
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The Available Flowgate Capability (AFC) calculation methodology used by the Transmission
Provider is the Flowgate Methodology as described in the Available Transfer Capability
Implementation Document (ATCID). The ATCID is included on the PJM OASIS page under
ATC information. The Flowgate Methodology uses analytical tools to examine critical
flowgates over the PJM Region and adjacent regions (per seams agreements) and converts AFC
values into particular path ATC values, which are posted on the PJM OASIS. For Firm and
Non-firm Transmission Service ATC calculations, the Transmission Provider shall account for
Postbacks of redirected services, unscheduled service, and counterflows. PJM critical flowgates
may include, but are not limited to thermal flowgates, voltage/stability flowgates, coordinated
flowgates, and reciprocal coordinated flowgates.

Overview and Process Flow Diagram

The process for the Transmission Provider’s AFC/ATC calculation is illustrated in the Exhibit 1
flow diagram. The text that follows describes the inputs, outputs and processes performed within
each of the sub-processes contained in Exhibit 1. The Transmission Provider calculates Firm and
Non-firm Transmission Service ATC for the scheduling horizon (same day and real-time),
operating horizon (day ahead and pre-schedule), and planning horizon (beyond the operating
horizon).
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AFC/ATC Process Flow Diagram
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Exhibit 1

AFC Flowgate Methodology

Determining AFC and ATC using the Flowgate Methodology is a multi-step integrated process
which is described in detail in the ATCID. PJM uses the following mathematical algorithms to
calculate AFC and ATC. The actual detailed AFC and ATC algorithms are available on the PJM

OASIS website.-at-the feHowing link:

AFC = flowgate rating — ETC — TRM — CBM + Postbacks + counterflows.
The AFC Calculation is the amount of unused transfer capability on a flowgate after accounting
for base case conditions represented by solved base case flows and applying the impacts of non-

base case commitments and flowgate specific margins.

ATC = Minimum{AFC / Transfer Response Factor, ...,AFCn / Transfer Response Factor}
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The AFC to ATC converter translates the flowgate AFC values into path ATC values for posting
to the OASIS. The ATC calculation is the minimum AFC of a set of limiting flowgates divided
by the transfer response factor or distribution factor on the respective flowgate for a specific
Point of Receipt/Point of Delivery pair. The Available Share of Total Flowgate Capability
(ASTFC) as prescribed by a congestion management process agreement (e.g., the CMP included
in the Joint Operating Agreement between the Midwest Independent Transmission System
Operator, Inc. and PJM) may be less than the calculated AFC. The posted AFC is set by the
ASTEFC or the calculated AFC, whichever is most limiting.

An overview of the major components of this process is described below:

e The AFC to ATC converter process utilizes the coordination entity calculated AFC
values for non-PJM flowgates. AFC values for coordination entity flowgates calculated
by the coordination entity overwrite values that the Transmission Provider’s process
determines for these Flowgates.

e The Transmission Provider supplies coordination entities with similar values for PIM
Flowgates for inclusion in the coordination entity’s AFC process.

e Values provided to the OASIS from the AFC/ATC process are continually updated on the
OASIS to reflect the reservations or schedules that were accepted or confirmed since the
last complete calculation cycle.

Data Miner

Transmission Provider, through data miner process, gathers data from the Transmission Provider
and external sources to use as inputs to the AFC/ATC process. These external sources are
included in the Transmission Provider’s ATCID.

Model Builder

The Transmission Provider develops and maintains seasonal models for the next 18 months.
These seasonal models will be developed from the NERC MMWG case library modified for any
known model updates. The Transmission Provider’s AFC/ATC calculations are based on these
seasonal models. The model builder portion of the AFC/ATC engine modifies these seasonal
base cases to reflect anticipated conditions such as forecasted load levels, outages, generation
dispatch files, and base case transfers (reservations and/or schedules as appropriate) for the
AFC/ATC time horizon. The base case models are refined to reflect transmission outages and
generation unavailability as provided by the NERC SDX data. Load levels are appropriately
adjusted to reflect the modeled conditions using the NERC SDX data. Relevant balancing
authorities external to the PJM footprint will be modeled at the appropriate load level with the
generation scaled to match loads.

The Transmission Provider develops monthly, weekly, daily, and hourly AFC cases. These
cases serve as the base case models for the AFC calculation for a specific period. Solved base
case models for monthly, weekly, daily, and hourly time frames are developed multiple times
each day consistent with NERC standards.

Page 9



The Transmission Provider models some flowgates without contingencies and some with
contingencies.

The flowgates modeled without contingencies are the Power Transfer Distribution Factor
(PTDF) flowgates, which are flowgates where a single facility or multiple transmission facilities
are monitored for a limiting condition. The limiting condition can be due to thermal loading
above 100% of the normal rating or due to a thermal rating above 100% of the surrogate rating
representing an equivalent voltage or stability limit.

The flowgates modeled with contingencies are the Outage Transfer Distribution Factor (OTDF)
flowgates, which are flowgates where a single facility or multiple transmission facilities are
monitored for a limiting condition after a contingency event has been simulated to have occurred
(one or multiple facilities for the loss of another facility or facilities). The limiting condition
monitored can be due to thermal loading above 100% of the 4 hour emergency rating.

For flowgates owned by other parties, Transmission Provider uses the limit provided by that
party, subject to the terms of the AFC Coordination and Congestion Management Process

sections of the applicable agreements between Transmission Provider and the other parties.

AFC Calculation

The Transmission Provider’s AFC/ATC calculation implements the following principles for firm
and non-firm ATC calculations: (1) for firm ATC calculations, the Transmission Provider shall
account only for firm commitments; (2) for non-firm ATC calculations, the Transmission
Provider shall account for both firm and non-firm commitments. Reservations from the PJM and
non-PJM OASIS sites are utilized. Flow based analysis will be used to determine and update
flowgate loadings for reservations not modeled in the base case and to determine response
factors on each flowgate. Flowgate loadings and response factors will be used to determine the
individual path ATC values.

e The Transmission Provider recognizes physical network limitations (i.e., flowgates) on
PJM and appropriate non-PJM systems in the determination of the path ATC values.

e AFC values received from coordination entites are calculated by those entities according
to their AFC methodology.

AFC to ATC Conversion

To calculate ATC, which represents a transfer capability in MW available for sale between a
specific Point of Delivery and Point of Receipt, the Transmission Provider will first calculate an
AFC for each flowgate. An AFC is defined as follows:

e The available capability in MW on a flowgate, determined by the transmission provider,
that is available for further commercial activity. The available capability determined
will be dependent on the generation, loads and transmission configuration assumed for
the time period studied.
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e The AFC accounts for thermal, voltage and stability limits under both pre and post
contingency conditions, along with any existing transmission commitments, TRM and
CBM.

e The AFC is used to determine the amount of MWs that can be transferred between a
specific set of source and sink points. An AFC is skipped using on-the-path logic if the
flowgate owner is either the Point of Receipt or Point of Delivery on the path being
calculated. The non-firm ATC calculation for the willing-to-pay congestion product on
the OASIS includes only external flowgates.

e Counterflow and Postbacks are considered in the calculation of AFC.

Coordination with Neighboring Systems

The Transmission Provider exchanges data with neighboring systems. The Transmission
Provider provides transmission reservations, AFC values for Transmission Provider flowgates,
and other data. This coordination results in comparable inputs to the AFC calculations. The
Transmission Provider utilizes similar information provided by coordinating entities.

Treatment of Existing Transmission Commitments

ETC is committed use of the transmission system, including: (1) Transmission Provider’s
reservations in accepted or confirmed status; (2) native load commitments; Network Integration
Transmission Service; (3) grandfathered transmission rights; (4) Firm Point-To-Point
Transmission Service reservations; and if required (5) rollover rights associated with long-term
firm service (Point-To-Point Transmission Service and Network Integration Service or
grandfathered transmission rights). Existing commitments modeled in the load flow base cases
determine the initial flows on the facilities. To the extent there are existing transactions that
qualify for rollover rights, they are incorporated in the committed usage.

PJM OASIS reservations that are withdrawn, retracted (not confirmed) or annulled are removed
from the ETC and any resulting changes to ATC are incorporated in the next OASIS posting of
ATC calculated values. The Transmission Provider’s firm and non-firm ATC calculations also
account for permanently redirected services, unscheduled service, and counterflows. In the
scheduling and operating horizons, reservation impacts are substituted with scheduled impacts.
That is, the reservation impact component of ETC is set to zero and the schedule impacts
component of ATC is used. In the planning horizon, reservation impacts are used because
requests to schedule are often not received in this horizon. That is, the reservation impact
component of ETC is set based on Transmission Service Requests for which Transmission
Provider has committed to provide service and the schedule impacts component of ATC is set to
zero. Additional information is included on this subject in the Transmission Provider’s ATCID.

External Flowgates

Flowgates are used in the AFC and ATC calculations. PJM adds or eliminates external
flowgates based on the Joint Operating Agreement Between the Midwest Independent
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Transmission System Operator, Inc. And PJM Interconnection, L.L.C. (“Midwest ISO JOA”,
Article V (FERC Electric Tariff, First Revised Rate Schedule No. 38, see, Section 4.2 — Cost of
Data and Information Exchange up to and including Section 5.1.12 — Coordination of
Transmission Reliability Margin Values); Joint Operating Agreement Among And Between PJM
Interconnection, L.L.C., And Progress Energy Carolinas (“PEC JOA”), Article Five (FERC
Electric Tariff, First Revised Rate Schedule No. 50, see, Article 9 — Coordinated Transmission
Planning Studies up to and including Article 12 — Managing Parallels Flow on the VACAR/PIM
Interface ); and Joint Reliability Coordination Agreement Among And Between PJM
Interconnection, L.L.C., Tennessee Valley Authority, and Louisville Gas and Electric Company
and Kentucky Utilities (“JRCA”), Article Five. PJM adds or eliminates internal flowgates, at
least annually, based on a review of historic operating constraints including flowgates that have
been in Transmission Loading Relief (TLR) and other operating conditions as deemed
appropriate.

Internal Flowgates

Transmission Provider determines base case flows using the AFC engine. Transmission
Provider runs the AFC engine hourly (except in the case of a technical error, system error or
planned system outage). The base run includes native and network load (from the load forecast),
transmission service that is expected to be scheduled (grandfathered, point-to-point and imports
from designated Network Resources), outages and load forecast. Base case flow inputs are
updated at least once per day. In the scheduling and operating horizons, Transmission Provider
updates scheduled transmission service for each run of the AFC engine. Transmission Provider
models all grandfathered agreements and other non-Tariff use of the transmission system as firm
service or load. Transmission Provider does not segregate non-Tariff service in the AFC
calculation.

On an annual basis (or sooner if required by NERC MOD Standards), PJM shall review internal
flowgates using the following methodology:

a. The Transmission Provider shall include all flowgates in its footprint that have initiated a
TLR event in the 12 months prior to the annual review.

b. The Transmission Provider shall include applicable System Operating Limit (SOL) and
Interconnection Reliability Operating Limits (IROL) flowgates per NERC TOP-002 R-12
standards (or successor). Any facility that PJM monitors that is not considered an IROL facility
is consider a SOL. Applicable SOL and IROL flowgates shall include at a minimum those
flowgates identified in the TRM process described in this Attachment C AFC process.

C. The Transmission Provider shall add or remove flowgates to its AFC process in
accordance with NERC MOD standards.

The Transmission Provider may eliminate flowgates that do not continue to meet the criteria
above.

A reservation with rollover rights is reflected in ETC in the amount of transmission service
reserved as if the customer has exercised its rollover right. If the deadline for a customer to
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exercise its rollover right for a given reservation has passed, and the customer did not exercise its
rollover right, the amount associated with the unexercised rollover right no longer is included in
the amount of reservations.

Treatment of Capacity Benefit Margin

Explanation of CBM

Transmission Provider uses the NERC approved definition of CBM, which is the amount of firm
transmission transfer capability preserved by Transmission Provider for Load-Serving Entities
(LSEs), whose loads are located on that Transmission Provider’s system, to enable access by the
LSEs to generation from interconnected systems to meet generation reliability requirements.
The transmission transfer capability preserved as CBM is intended to be used by an LSE only in
times of emergency generation deficiencies. Additional information is included in the
Transmission Provider’s Capacity Benefit Margin Implementation Document (CBMID) posted
on the PJM OASIS page under ATC Information.

The CBM is a reliability margin applied to the flowgate in the AFC Calculation. CBM is only
applied to firm ATC calculations where the PJM Region is the delivery point. The Transmission
Provider consistently applies CBM in planning and operations and does not double count for this
reliability margin (i.e., this margin is not included in TRM). For non-PJM flowgates, the
Transmission Provider uses the CBM values provided by coordination entities for the AFC
calculation on these flowgates.

Through the sharing of installed generating capacity via transmission interconnections, systems
have relied on transmission import capability to reduce their required installed generating
capacity necessary to provide reliable service to Network Customers. In order to ensure that
PJM has the ability to import external generation for the purpose of serving Network Customers,
a portion of the transfer capability will be set aside. CBM is set aside on paths based on the
expected delivery of energy from entities with which the Transmission Provider has emergency
energy agreements at the time of the Transmission Provider’s forecast peak load. This
capability, known as the Capacity Benefit Margin, is a reflection of the mutual benefit of
interconnected operations and reservation of this margin allows a system to reduce its installed
generating capacity below that which may have otherwise been required if transmission
interconnections did not exist.

The CBM is determined through the auspicious of the Reliability Assurance Agreement Among
Load Serving Entities in the PJM Region (PJM Rate Schedule FERC No. 44) (RAA).
Capitalized terms in this section that are not defined in this section or Tariff, Part I, section 1 are
defined in the RAA.

CBM is determined through the Transmission Planning Evaluation of Import Capability. This
evaluation establishes the amount of emergency power that can be reliably transferred to the PJIM
Region from adjacent regions in the event of a PJM Region generation capacity deficiency. To
determine the import transfer limit, several emergency scenarios are replicated and the limit
represents a normalization of expected values. This transfer limit determines the PJM Region tie
benefit that is subsequently used in calculating the PJM Region reserve requirement. An annual
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recalculation of the PJM Region import capability is not required, since the import capability far
exceeds the CBM value specified in RAA, Schedule 4.

CBM is a key input into the annual resource adequacy study performed by Transmission
Provider. The purpose of this study is to determine the PJM Region Installed Reserve Margin
(IRM) required by the PJM Region to satisfy a one day in 10 year Loss of Load Expectation
(LOLE). Transmission Provider uses a probabilistic methodology to perform the resource
adequacy study. The study assumptions and results are subject to stakeholder review and
comment. The resulting IRM is expressed as a percentage of the forecasted annual peak load.

The CBM assessment in the PJM Region is a unique method that is regionally specific because
interface capability greatly exceeds CBM and because Transmission Provider centrally secures
capacity for the PJM Region capacity market.

Transmission Provider’s annual resource adequacy study is based on the probabilistic methods
and criteria described in RAA, Schedule 11, the Operating Agreement and in the PJM Manuals.
The resource adequacy study considers the following data and forecasts as necessary:

1. Seasonal peak load forecasts for each Planning Period as calculated by Transmission
Provider in accordance with the PJM Manuals reflecting (a) load forecasts with a 50
percent probability of being too high or too low and (b) summer peak diversities
determined by Transmission Provider from recent experience.

2. Forecasts of aggregate seasonal load shape of the parties bound by the RAA which are
consistent with forecast averages of 52 weekly peak loads prepared by Transmission
Provider.

3. Variability of loads within each week, due to weather, economic forecast uncertainty, and

other recurring and random factors, as determined by Transmission Provider.
4. Generating unit capability and types for every existing and proposed unit.

5. Generator Forced Outage rates for existing mature generating units based on data
submitted by generation owners, and for immature and proposed units based upon
forecast rates related to unit types, capabilities and other pertinent characteristics.

6. Generator Maintenance Outage factors and planned outage requirements based on
forecasts and historical data submitted by the generation owners.

7. Miscellaneous adjustments to capacity due to all causes, as determined by the Office of
the Interconnection, based on forecasts submitted by the generation owners.

8. The emergency capacity assistance available due to interconnections of the PJM Region
with other balancing authorities, as limited by the capacity benefit margin considered in
the determination of available transfer capability and the probable availability of
generation in excess of load requirements in such areas.
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The value of the capacity benefit margin as filed as part of the RAA periodically is reviewed by
Transmission Provider, in consultation with the Members Committee, and can be modified, if
necessary, to balance external emergency capacity assistance and internal installed capacity
reserves so as to minimize the total cost of the capacity reserves of the RAA participants,
consistent with the Reliability Principles and Standards.

Use of CBM in an Emergency

The procedures for the use of CBM in an emergency, are described in Section 2 of PJM Manual
13: Emergency Operations and are consistent with NERC and ReliabilityFirst Corporation’s
Energy Emergency Alert defined in NERC’s EOP-002 standards. Transmission Provider is
responsible for declaring the existence of an emergency, and for directing the operations of the
PJM Members as necessary to manage, alleviate, or end a capacity shortage. Transmission
Provider uses CBM in an emergency only on behalf of LSEs. LSEs only use CBM through the
Transmission Provider’s use of CBM on the LSEs behalf.

Emergency use of CBM will be considered use of Network Integration Transmission Service and
there will be no additional charge for such use. Because an area is in an EEA 2 and
Transmission Provider is taking steps to avoid shedding firm load, the use of CBM will have a
NERC curtailment priority of 7 and will only be curtailed with other firm uses on a proportional
basis.

Transmission Provider utilizes CBM on behalf of LSEs as described below.

e Transmission Provider reviews the level of dependency on external transactions to serve
the load in the PJM Region. Transmission Provider shall log occurrences where CBM is
implemented. Transmission Provider shall notify external systems via the Reliability
Coordinator Information System (defined in NERC EOP-002) or successor, a
communications tool located at the NERC website to post potential or actual alert
information, and Transmission Provider Members via the Transmission Provider’s
website and issue appropriate NERC alert levels consistent with NERC EOP- 002.

e CBM shall be used only after the following steps have been taken: all non-firm sales have
been terminated, direct-control load management has been implemented, and customer
interruptible demands have been interrupted. Due to the nature of emergencies,
Transmission Provider may skip or reorder the steps in accordance with Good Ultility
Practice. CBM may be used to reestablish Operating Reserves.

e CBM shall only be used if the PJM Region is experiencing a generation deficiency to
increase generation in the PJM Region. Transmission Provider shall use CBM, on behalf
of an LSE, in order to exercise emergency energy agreements and to implement approved
emergency energy bids. Transmission Provider does not displace Non-Firm Point-To-
Point Transmission Service and/or secondary service, described in Tariff, Part III, section
28.4, imports until the Transmission System is constrained. If the Transmission System
is constrained, CBM is used by Transmission Provider to displace such imports to
provide more reliable service to load during capacity deficiencies.
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e Unused CBM is included in the AFC/ATC calculations as Non-Firm Point-To-Point
Transmission Service and/or secondary service, described in Tariff, Part III, section 28.4.

Transmission Planning Evaluation of Import Capability

The Transmission Provider conducted an Expected Import Capability Study (EICS) to evaluate
the emergency import limits of the Transmission Provider under summer peak conditions. That
study showed the Transmission Provider’s import capability limit. This limit is evaluated
annually to assess whether the CBM value should be changed. This evaluation is discussed in
the annual PJM Reserve Requirement Study (RRS). While the Transmission Provider can
import more than the CBM value issued in the study, the additional import capability is reflected
in ATC through the OASIS postings. This allows the additional import capability to be used in
the marketplace. The reliability benefit of CBM saturates near the limit issued in the RRS.

Treatment of Transmission Reliability Margin (TRM)

The Transmission Reliability Margin (TRM) is a reliability margin applied to the flowgate in the
AFC Calculation. TRM accounts for the inherent uncertainty in system conditions and its
associated effects on ATC calculations and the need for operating flexibility to ensure reliable
system operation as system conditions change. The Transmission Provider, following the
NERC MOD-008-1, or successor Reliability Standard, calculates TRM for flowgates and may
include uncertainty items using a process described in the Transmission Reliability Margin
Implementation Document (TRMID). The flowgates are identified following NERC MOD-030-
2, or successor Reliability Standard, through processes described in the ATCID. Both the
TRMID and ATCID are posted PJM OASIS page under ATC Information.

Transmission Provider calculates TRM using the following methodology:

1. TRM shall be set using components of uncertainty identified in the TRMID for all
PJM flowgates except as noted below.

2. TLR and IROL. TRM shall be considered using components of uncertainty
identified in the TRMID for all flowgates that had TLR issued in the 12 months
prior to Transmission Provider’s annual TRM re-evaluation and are
Interconnection Reliability Operating Limits (IROLs) located in PJM Manual 37:
Reliability Coordination.

3. Constrained Operations. TRM may be set using components of uncertainty
identified in the TRMID for flowgates that were bound constrained in the 12
months prior to Transmission Provider’s annual TRM re-evaluation.

4. Current and Expected Operating Conditions. During times of unusual circulation

or other operating conditions, Transmission Provider may set a larger TRM than
indicated in sections 1, 2, and 3 above.
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5. Historic Conditions. Notwithstanding sections 1, 2, and 3 above, Transmission
Provider may set TRM on specific flowgates consistent with components of
uncertainty identified in the TRMID and NERC MOD-008-1, or successor
Reliability Standard.

6. For non-PJM flowgates, the Transmission Provider uses the TRM values provided
by coordination entities for the PJIM AFC calculation on these flowgates in
accordance with applicable agreement with such entities.

Transmission Provider uses data from Transmission Provider’s Energy Management System
(EMS) historic database, IROL and NERC’s Interchange Distribution Calculator (IDC) in the
calculation of TRM.

Transmission Provider uses TRM in all AFC calculations. Transmission Provider includes TRM
in the AFC/ATC calculation to provide a reasonable level of assurance that the interconnected
transmission network will be secure. TRM is not scheduled against or explicitly used for the
delivery of energy. It is preserved as a reliability margin to reflect the uncertainty of the
operation of the electric system (i.e., to prevent oversubscription of the transmission system).
Transmission Provider flowgates with their TRM, CBM, and ratings are posted on the PJM
OASIS page.dunder ATCInformation-at:

oy /i efiniti -
Total Transfer Capability (TTC)

The Total Transfer Capability (TTC) is the amount of transfers that can be reliably delivered
across the interconnected transmission system for the forecasted conditions. The Transmission
Provider uses the network AFC methodology to calculate ATC, which does not use TTC as an
input. The flowgate rating is an equivalent starting point in the AFC calculation. However, a
TTC value is derived as an output and is posted.
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1.4B DER Aggregator Participation Model

(a) DER Aggregators providing capacity using a DER Capacity Aggregation
Resource shall be subject to the Day-ahead Energy Market must-offer requirement described in
Tariff, Attachment K-Appendix, section 1.10.1A(d) and Operating Agreement, Schedule 1,
section 1.10.1A(d), based on the technology of the Component DER within the DER
Aggregation Resource linked to the DER Capacity Aggregation Resource, in accordance with
the PJM Manuals.

(b) DER Aggregation Resources are subject to offer price cap and associated three
pivotal supplier test provisions of Operating Agreement, Schedule 1, section 6.4.

(c) A DER Capacity Aggregation Resource shall be subject to a MOPR Floor Offer
Price in accordance with the provisions applicable to MOPR Floor Offer Price for Generation
Capacity Resources, as described in Tariff, Attachment DD, section 5.14(h-2), and Market Seller
Offer Cap for Generation Capacity Resources in a manner consistent with the provisions
applicable to Market Seller Offer Cap for Generation Capacity Resources, as described in Tariff,
Attachment DD, section 6-4 and Tariff, Attachment M-Appendix, section ILE, based on the
underlying technology of the Component DER.

A DER Capacity Aggregation Resource may segment offers for the Component DER subject to
mitigation, based on the underlying technology of the Component DER in the DER Capacity
Aggregation Resource, and further described in the PJM Manuals.

If a DER Capacity Aggregation Resource is subject to the Minimum Floor Offer Price pursuant
to Tariff, Attachment DD, sections 5.14(h-2), the Capacity Market Seller that owns or controls
such resources may submit a Sell Offer with a Minimum Floor Offer Price of no lower than the
MW-weighted average of the applicable MOPR Floor Offer Prices (zero if not applicable) of the
aggregated resources in such Sell Offer.

(d) Projected PJM Market Revenues for DER Capacity Aggregation Resources

subject to the Minimum Floor Offer Price or Market Seller Offer Cap shall be determined in
accordance with Tariff, Attachment DD, section 6.8(d).
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5.3A Locational UCAP Bilateral Transactions

A Member that has committed capacity through an RPM Auction for a Delivery Year may
purchase Locational UCAP as replacement capacity from a Member with available uncommitted
capacity for such Delivery Year in accordance with the terms of this section and the PJM
Manuals. Locational UCAP may not be sold or purchased prior to the date that the final
Accredited UCAP Factor is established for such Delivery Year, and if designated to PJM by the
Locational UCAP Seller as sold prior to the Third Incremental Auction for a Delivery Year must
be confirmed by the buyer prior to such Third Incremental Auction as purchased for replacement
capacity, or such transaction shall be rejected. In accordance with procedures specified in the
PJM Manuals, the parties to a Locational UCAP transaction must notify PJM of such transaction,
which notification must specify: 1) the buyer, ii) the Locational UCAP Seller, iii) the start and
end dates of the transaction (which may not be retroactive), iv) the Locational UCAP amount (no
less than 0.1 megawatts), v) the demand or generation resource with available uncommitted
capacity that is the basis for the sale, vi) the Locational Delivery Area in which the resource is
located. The Locational UCAP Seller shall be responsible for any charges imposed under
sections 7, 7A, 8, 10A, 10B, 11A, 11B, or 13, as applicable, for such Delivery Year, with respect
to the increment of capacity sold as Locational UCAP; any other settlement of charges under the
Locational UCAP transaction shall be between the parties. A purchaser of Locational UCAP
may not offer such capacity into an RPM Auction.
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5.6 Sell Offers

Sell Offers shall be submitted or withdrawn via the internet site designated by the Office of the
Interconnection, under the procedures and time schedule set forth in the PJM Manuals.

5.6.1 Specifications

A Sell Offer shall state quantities in increments of 0.1 megawatts and shall specify, as
appropriate:

a) Identification of the Generation Capacity Resource, Demand Resource, Capacity
Storage Resource or Energy Efficiency Resource on which such Sell Offer is based;

b) Minimum and maximum megawatt quantity of installed capacity that the Capacity
Market Seller is willing to offer (notwithstanding such specification, the product offered shall be
Unforced Capacity), or designate as Self-Supply, from a Generation Capacity Resource;

1) Price, in dollars and cents per megawatt-day, that will be accepted by the
Capacity Market Seller for the megawatt quantity of Unforced Capacity offered from such
Generation Capacity Resource.

i1) The Sell Offer may take the form of offer segments with varying price-
quantity pairs for varying output levels from the underlying resource, but may not take the form
of an offer curve with nonzero slope.

c) EFORA of each Generation Capacity Resource offered through the 2024/2025
Delivery Year.

1) If a Capacity Market Seller is offering such resource in a Base Residual
Auction, First Incremental Auction, Second Incremental Auction, or Conditional Incremental
Auction occurring before the Third Incremental Auction, the Capacity Market Seller shall
specify the EFORA to apply to the offer.

i) If a Capacity Market Seller is committing the resource as Self-Supply, the
Capacity Market Seller shall specify the EFORA to apply to the commitment.

1) The EFORA applied to the Third Incremental Auction will be the final
EFORA established by the Office of the Interconnection six (6) months prior to the Delivery
Year, based on the actual EFORd in the PJM Region during the 12-month period ending
September 30 that last precedes such Delivery Year.

d) The Nominated Demand Resource Value for each Demand Resource offered and
the Nominated Energy Efficiency Value for each Energy Efficiency Resource offered.

1) The Office of the Interconnection shall convert Nominated Energy Efficiency
Value to an Unforced Capacity basis by multiplying such value by the Forecast Pool
Requirement.
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i1) The Office of the Interconnection shall convert the nominated Demand
Resource value to a UCAP basis by multiplying such value by, the Forecast Pool Requirement
through the 2024/2025 Delivery Year, and starting with the 2025/2026 Delivery Year and for
subsequent Delivery Years, the applicable ELCC Class Rating.

ii1)) Demand Resources and Energy Efficiency Resources shall specify the LDA in
which the resource is located, including the location of such resource within any Zone that
includes more than one LDA as identified on RAA, Schedule 10.1.

e) Accredited UCAP Factor for Generation Capacity Resources beginning with the
2025/2026 Delivery Year and subsequent Delivery Years.

1) The Accredited UCAP Factor shall be the value established by the Office
of the Interconnection in accordance with RAA, Schedule 9.2, prior to the applicable RPM
Auction. Such Accredited UCAP Factor shall be multiplied by the ICAP offered to convert the
ICAP offered into the UCAP offered.

i) If a Capacity Market Seller is committing the resource as Self-Supply, the
Accredited UCAP Factor determined by the Office of the Interconnection shall apply to such
commitment.

f) For a Qualifying Transmission Upgrade, the Sell Offer shall identify such
upgrade, and the Office of the Interconnection shall determine and certify the increase in CETL
provided by such upgrade. The Capacity Market Seller may offer the upgrade with an associated
increase in CETL to an LDA in accordance with such certification, including an offer price that
will be accepted by the Capacity Market Seller, stated in dollars and cents per megawatt-day as a
price difference between a Capacity Resource located outside such an LDA and a Capacity
Resource located inside such LDA; and the increase in CETL into such LDA to be provided by
such Qualifying Transmission Upgrade, as certified by the Office of the Interconnection.

(2) A Capacity Market Seller that owns or controls one or more Capacity Storage
Resources, Intermittent Resources, or Demand Resources;—orEnergyEfficieneyReseurees may
submit a Sell Offer as a Capacity Performance Resource in a MW quantity consistent with their
average expected output during peak-hour periods, not to exceed the Accredited UCAP of such
resource, as applicable. Alternatively, a Capacity Market Seller that owns or controls one or

more Capaeity—SterageResourees—Intermittent Resources; that has been granted additional

Capacity Interconnection Rights related to the Winter-Period and Summer-Period Demand
Resources;EnereyEfficieney Resourees—orEnvironmentallyLimited Reseurees may submit a
Sell Offer which represents the aggregated Unforced Capacity value of such resources, where
such Sell Offer shall be considered to be located in the smallest modeled LDA common to the
aggregated resources. Such aggregated resources shall be owned by or under contract to the
Capacity Market Seller, including all such resources obtained through bilateral contract and
reported to the Office of the Interconnection in accordance with the Office of the
Interconnection’s rules related to its Capacity Exchange tools. If any of the commercially
aggregated resources in such Sell Offer are subject to the Minimum Floor Offer Price pursuant to
Tariff, Attachment DD, section 5.14(h-2), the Capacity Market Seller that owns or controls such
resources may submit a Sell Offer with a Minimum Floor Offer Price of no lower than the time
and MW-weighted average of the applicable MOPR Floor Offer Prices (zero if not applicable) of
the aggregated resources in such Sell Offer.
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(th)  Forthe 20202024 Delvery—Yeuwrund-subsequent-Delivery—Years—aA Capacity
Market Seller that owns or controls a resource that qualifies as a Summer-Period Capacity
Performance Resource may submit a Sell Offer as a Capacity Performance Resource in a MW
quantity consistent with the average expected output of such resource during peak-hour periods,
and may submit a separate Sell Offer as a Summer-Period Capacity Performance Resource in a
MW quantity consistent with the average expected output of such resource during summer peak-
hour periods, provided the total Sell Offer MW quantity submitted as both a Capacity
Performance Resource and a Summer-Period Capacity Performance Resource does not exceed
the Unforced Capacity value of the resource. Eorthe 20202021 DeliveryYear-and-subsequent
Delivery—Years;aA Capacity Market Seller that owns or controls a resource that qualifies as a
Winter-Period Capacity Performance Resource may submit a Sell Offer as a Capacity
Performance Resource in a MW quantity consistent with the average expected output of such
resource during peak-hour periods, and may submit a separate Sell Offer as a Winter-Period
Capacity Performance Resource in a MW quantity consistent with the average expected output
of such resource during winter peak-hour periods, provided the total Sell Offer MW quantity
submitted as both a Capacity Performance Resource and a Winter-Period Capacity Performance
Resource does not exceed the Unforced Capacity value of the resource. Each segment of a
Seasonal Capacity Performance Resource Sell Offer must be submitted as a flexible Sell Offer
segment with the minimum MW quantity offered set to zero.

5.6.2 Compliance with PJM Credit Policy

Capacity Market Sellers shall comply with the provisions of the PJM Credit Policy as set forth in
Tariff, Attachment Q, including the provisions specific to the Reliability Pricing Model, prior to
submission of Sell Offers in any Reliability Pricing Model Auction. A Capacity Market Seller
desiring to submit a Credit-Limited Offer shall specify in its Sell Offer the maximum auction
credit requirement, in dollars, and the maximum amount of Unforced Capacity, in megawatts,
applicable to its Sell Offer.

5.6.3 [reserved]
5.6.4 Qualifying Transmission Upgrades

A Qualifying Transmission Upgrade may not be the subject of any Sell Offer in a Base Residual
Auction unless it has been approved by the Office of the Interconnection, including certification
of the increase in Import Capability to be provided by such Qualifying Transmission Upgrade,
no later than 45 days prior to such Base Residual Auction. No such approval shall be granted
unless, at a minimum, a Facilities Study Agreement has been executed with respect to such
upgrade, and such upgrade conforms to all applicable standards of the Regional Transmission
Expansion Plan process.

5.6.5 Market-based Sell Offers
Subject to section 6, a Market Seller authorized by FERC to sell electric generating capacity at

market-based prices, or that is not required to have such authorization, may submit Sell Offers
that specify market-based prices in any Base Residual Auction or Incremental Auction.
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5.6.6 Availability of Capacity Resources for Sale

(a) The Office of the Interconnection shall determine the quantity of megawatts of
available installed capacity that each Capacity Market Seller must offer in any RPM Auction
pursuant to Tariff, Attachment DD, section 6.6, through verification of the availability of
megawatts of installed capacity from: (i) all Generation Capacity Resources owned by or under
contract to the Capacity Market Seller, including all Generation Capacity Resources obtained
through bilateral contract; (ii) the results of prior Reliability Pricing Model Auctions, if any, for
such Delivery Year (including consideration of any restriction imposed as a consequence of a
prior failure to offer); and (iii) such other information as may be available to the Office of the
Interconnection. The Office of the Interconnection shall reject Sell Offers or portions of Sell
Offers for Capacity Resources in excess of the quantity of installed capacity from such Capacity
Market Seller’s Capacity Resource that it determines to be available for sale.

(b) The Office of the Interconnection shall determine the quantity of installed
capacity available for sale in a Base Residual Auction or Incremental Auction as of the
beginning of the period during which Buy Bids and Sell Offers are accepted for such auction, as
applicable, in accordance with the time schedule set forth in the PJM Manuals. An external sale
of capacity shall not be reflected in the determination of available installed capacity unless the
associated unit-specific bilateral transaction is approved, the designation of such resource (or
portion thereof) as a network resource for the external load is demonstrated to the Office of the
Interconnection, or equivalent evidence of a firm external sale is provided prior to the deadline
established therefor. The determination of available installed capacity shall also take into
account, as they apply in proportion to the share of each resource owned or controlled by a
Capacity Market Seller, any approved capacity modifications, and existing capacity
commitments established in a prior RPM Auction, an FRR Capacity Plan, Locational UCAP
transactions and/or replacement capacity transactions under this Tariff, Attachment DD. To
enable the Office of the Interconnection to make this determination, no bilateral transactions for
Capacity Resources applicable to the period covered by an auction will be processed from the
beginning of the period for submission of Sell Offers and Buy Bids, as appropriate, for that
auction until completion of the clearing determination for such auction. Processing of such
bilateral transactions will reconvene once clearing for that auction is completed. A Generation
Capacity Resource located in the PJM Region shall not be removed from Capacity Resource
status to the extent the resource is committed to service of PJM loads as a result of an RPM
Auction, FRR Capacity Plan, Locational UCAP transaction and/or by designation as a
replacement resource under this Tariff, Attachment DD.

(©) In order for a bilateral transaction for the purchase and sale of a Capacity
Resource to be processed by the Office of the Interconnection, both parties to the transaction
must notify the Office of the Interconnection of the transfer of the Capacity Resource from the
seller to the buyer in accordance with procedures established by the Office of the Interconnection
and set forth in the PJM Manuals. If a material change with respect to any of the prerequisites
for the application of Tariff, Attachment DD, section 5.6.6 to the Generation Capacity Resource
occurs, the Capacity Resource Owner shall immediately notify the Market Monitoring Unit and
the Office of the Interconnection.
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5.14 Clearing Prices and Charges
a) Capacity Resource Clearing Prices

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall
calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in
such auction. The Capacity Resource Clearing Price for each LDA will be the marginal value of
system capacity for the PIM Region, without considering locational constraints, adjusted as
necessary by any applicable Locational Price Adders, Annual Resource Price Adders, Extended
Summer Resource Price Adders, Limited Resource Price Decrements, Sub-Annual Resource
Price Decrements, Base Capacity Demand Resource Price Decrements, and Base Capacity
Resource Price Decrements, all as determined by the Office of the Interconnection based on the
optimization algorithm. If a Capacity Resource is located in more than one Locational
Deliverability Area, it shall be paid the highest Locational Price Adder in any applicable LDA in
which the Sell Offer for such Capacity Resource cleared. The Annual Resource Price Adder is
applicable for Annual Resources only. The Extended Summer Resource Price Adder is
applicable for Annual Resources and Extended Summer Demand Resources.

The Locational Price Adder applicable to each cleared Seasonal Capacity Performance Resource
is determined during the post-processing of the RPM Auction results consistent with the manner
in which the auction clearing algorithm recognizes the contribution of Seasonal Capacity
Performance Resource Sell Offers in satisfying an LDA’s reliability requirement. For each LDA
with a positive Locational Price Adder with respect to the immediate higher level LDA, starting
with the lowest level constrained LDAs and moving up, PJM determines the quantity of equally
matched Summer-Period Capacity Performance Resources and Winter-Period Capacity
Performance Resources located and cleared within that LDA. Up to this quantity, the cleared
Summer-Period Capacity Performance Resources and Winter-Period Capacity Performance
Resources with the lowest Sell Offer prices will be compensated using the highest Locational
Price Adder applicable to such LDA; and any remaining Seasonal Capacity Performance
Resources cleared within the LDA are effectively moved to the next higher level constrained
LDA, where they are considered in a similar manner for compensation.

b) Resource Make-Whole Payments

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear the
market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer needed to
clear the market shall clear, and such Sell Offer shall set the marginal value of system capacity.
In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to
the Capacity Resource Clearing Price in such auction times the difference between the Sell
Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity. If the Sell Offer
price of a cleared Seasonal Capacity Performance Resource exceeds the applicable Capacity
Resource Clearing Price, the Capacity Market Seller shall receive a Resource Make-Whole
Payment equal to the difference between the Sell Offer price and Capacity Resource Clearing
Price in such RPM Auction. The cost for any such Resource Make-Whole Payments required in
a Base Residual Auction or Incremental Auction for adjustment of prior capacity commitments
shall be collected pro rata from all LSEs in the LDA in which such payments were made, based
on their Daily Unforced Capacity Obligations. The cost for any such Resource Make-Whole
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Payments required in an Incremental Auction for capacity replacement shall be collected from all
Capacity Market Buyers in the LDA in which such payments were made, on a pro-rata basis
based on the MWs purchased in such auction.

c) New Entry Price Adjustment

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity
Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with
a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years
if:

1. Such Capacity Market Seller provides notice of such election at the time it
submits its Sell Offer for such resource in the BRA for the first Delivery Year for which such
resource is eligible to be considered a Planned Generation Capacity Resource. When the
Capacity Market Seller provides notice of such election, it must specify whether its Sell Offer is
contingent upon qualifying for the New Entry Price Adjustment. The Office of the
Interconnection shall not clear such contingent Sell Offer if it does not qualify for the New Entry
Price Adjustment.

2. All or any part of a Sell Offer from the Planned Generation Capacity
Resource submitted in accordance with section 5.14(c)(1) is the marginal Sell Offer that sets the
Capacity Resource Clearing Price for the LDA.

3. Acceptance of all or any part of a Sell Offer that meets the conditions in
section 5.14(c)(1)-(2) in the BRA increases the total Unforced Capacity committed in the BRA
(including any minimum block quantity) for the LDA in which such Resource will be located
from a megawatt quantity below the LDA Reliability Requirement to a megawatt quantity at or
above a megawatt quantity at the price-quantity point on the VRR Curve at which the price is
0.40 times the applicable Net CONE divided by (one minus the pool-wide average EFORd)
through the 2024/2025 Delivery Year, and beginning with the 2025/2026 Delivery Year, divided
by the applicable ELCC Class Rating for the Reference Resource.

4. Such Capacity Market Seller submits Sell Offers in the BRA for the two
immediately succeeding Delivery Years for the entire Unforced Capacity of such Generation
Capacity Resource committed in the first BRA under section 5.14(c)(1)-(2) equal to the lesser of:
A) the price in such seller’s Sell Offer for the BRA in which such resource qualified as a Planned
Generation Capacity Resource that satisfies the conditions in section 5.14(c)(1)-(3); or B) 0.90
times the Net CONE applicable in the first BRA in which such Planned Generation Capacity
Resource meeting the conditions in section 5.14(c)(1)-(3) cleared, on an Unforced Capacity
basis, for such LDA.

5. If the Sell Offer is submitted consistent with section 5.14(c)(1)-(4) the
foregoing conditions, then:

(1) in the first Delivery Year, the Resource sets the Capacity Resource

Clearing Price for the LDA and all cleared resources in the LDA receive
the Capacity Resource Clearing Price set by the Sell Offer as the marginal
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offer, in accordance with Tariff, Attachment DD, section 5.12(a) and
section 5.14(a) above.

(i)  in either of the subsequent two BRAs, if any part of the Sell Offer from
the Resource clears, it shall receive the Capacity Resource Clearing Price
for such LDA for its cleared capacity and for any additional minimum
block quantity pursuant to section 5.14(b) above; or

(i11))  if the Resource does not clear, it shall be deemed resubmitted at the
highest price per MW-day at which the megawatt quantity of Unforced
Capacity of such Resource that cleared the first-year BRA will clear the
subsequent-year BRA pursuant to the optimization algorithm described in
Tariff, Attachment DD, section 5.12(a), and

(iv)  the resource with its Sell Offer submitted shall clear and shall be
committed to the PJM Region in the amount cleared, plus any additional
minimum-block quantity from its Sell Offer for such Delivery Year, but
such additional amount shall be no greater than the portion of a minimum-
block quantity, if any, from its first-year Sell Offer satisfying section
5.14(c)(1)-(3) above that is entitled to compensation pursuant to section
5.14(b) above; and

(v) the Capacity Resource Clearing Price, and the resources cleared, shall be
re-determined to reflect the resubmitted Sell Offer. In such case, the
Resource for which the Sell Offer is submitted pursuant to section
5.14(c)(1)-(4) above shall be paid for the entire committed quantity at the
Sell Offer price that it initially submitted in such subsequent BRA. The
difference between such Sell Offer price and the Capacity Resource
Clearing Price (as well as any difference between the cleared quantity and
the committed quantity), will be treated as a Resource Make-Whole
Payment in accordance with section 5.14(b) above. Other capacity
resources that clear the BRA in such LDA receive the Capacity Resource
Clearing Price as determined in section 5.14(a) above.

6. The failure to submit a Sell Offer consistent with section 5.14(c)(i)-(iii)
above in the BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price
Adjustment for Delivery Year 2. However, the failure to submit a Sell Offer consistent with
section 5.14(c)(4) above in the BRA for Delivery Year 2 shall make the resource ineligible for
the New Entry Pricing Adjustment for Delivery Years 2 and 3.

7. For each Delivery Year that the foregoing conditions are satisfied, the
Office of the Interconnection shall maintain and employ in the auction clearing for such LDA a
separate VRR Curve, notwithstanding the outcome of the test referenced in Tariff, Attachment
DD, section 5.10(a)(ii).

8. On or before August 1, 2012, PJM shall file with FERC under FPA
section 205, as determined necessary by PJM following a stakeholder process, tariff changes to
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establish a long-term auction process as a not unduly discriminatory means to provide adequate
long-term revenue assurances to support new entry, as a supplement to or replacement of this
New Entry Price Adjustment.

d) Qualifying Transmission Upgrade Payments

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying Transmission
Upgrade that clears in the Base Residual Auction shall receive a payment equal to the Capacity
Resource Clearing Price, including any Locational Price Adder, of the LDA into which the
Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the
Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from
which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of
increased CETL cleared from such Sell Offer. Such payments shall be reflected in the
Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone
associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer
Rights allocated to Load-Serving Entities under Tariff, Attachment DD, section 5.15, as set forth
in that section. PJMSettlement shall be the Counterparty to any cleared capacity transaction
resulting from a Sell Offer based on a Qualifying Transmission Upgrade.

e) Locational Reliability Charge

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational
Reliability Charge (subject to certain offsets and other adjustments as described in Tariff,
Attachment DD, section 5.14B, Tariff, Attachment DD, section 5.14C, Tariff, Attachment DD,
section 5.14D, Tariff, Attachment DD, section 5.14E and Tariff, Attachment DD, section 5.15)
equal to such LSE’s Daily Unforced Capacity Obligation in a Zone during such Delivery Year
multiplied by the applicable Final Zonal Capacity Price in such Zone. PJMSettlement shall be
the Counterparty to the LSEs’ obligations to pay, and payments of, Locational Reliability
Charges.

f) The Office of the Interconnection shall determine Zonal Capacity Prices in
accordance with the following, based on the optimization algorithm:

1) The Office of the Interconnection shall calculate and post the Preliminary
Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such
Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the
marginal value of system capacity for the PJM Region, without considering locational
constraints; 2) the Locational Price Adder, if any, for the LDA in which such Zone is located;
provided however, that if the Zone contains multiple LDAs with different Capacity Resource
Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity Resource
Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources
cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual
Resources and Extended Summer Demand Resources in the LDA for which the zone is located;
4) an adjustment, if required, to account for Resource Make-Whole Payments; and (5) an
adjustment, if required to provide sufficient revenue for payment of any PRD Credits, all as
determined in accordance with the optimization algorithm.
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1) The Office of the Interconnection shall calculate and post the Adjusted
Zonal Capacity Price following each Incremental Auction. The Adjusted Zonal Capacity Price
for each Zone shall equal the sum of: (1) the average marginal value of system capacity
weighted by the Unforced Capacity cleared in all auctions previously conducted for such
Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the
average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions
previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as
replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual
Resources and Extended Summer Demand Resources for all auctions previously conducted for
such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (4) an
adjustment, if required, to account for Resource Make-Whole Payments for all actions previously
conducted (excluding any Resource Make-Whole Payments to be charged to the buyers of
replacement capacity); and (5) an adjustment, if required to provide sufficient revenue for
payment of any PRD Credits. The Adjusted Zonal Capacity Price may decrease if Unforced
Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.

1i1) The Office of the Interconnection shall calculate and post the Final Zonal
Capacity Price for each Delivery Year after the final auction is held for such Delivery Year, as
set forth above. The Final Zonal Capacity Price for each Zone shall equal the Adjusted Zonal
Capacity Price, as further adjusted to reflect any decreases in the Nominated Demand Resource
Value of any existing Demand Resource cleared in the Base Residual Auction, First Incremental,
or Second Incremental Auction.

g) Resource Substitution Charge

Each Capacity Market Buyer in an Incremental Auction securing replacement
capacity shall pay a Resource Substitution Charge equal to the Capacity Resource Clearing Price
resulting from such auction multiplied by the megawatt quantity of Unforced Capacity purchased
by such Market Buyer in such auction.

h) [Reserved for future use]
h-1) [Reserved for future use]
h-2)  Minimum Offer Price Rule Effective with the 2023/2024 Delivery Year

(1) Certification Requirement.

(A) By no later than one hundred and fifty (150) days prior to the
commencement of the offer period of any RPM Auction conducted for the 2024/2025 Delivery
Year and all subsequent Delivery Years, and by the date posted on the PJM website for the
2023/2024 Delivery Year, each Capacity Market Seller must certify to the Office of
Interconnection for each Generation Capacity Resource and each applicable DER Capacity
Aggregation Resource the Capacity Market Seller intends to offer into the RPM Auction, in
accordance with the PJM Manuals:

(1) whether or not the Generation Capacity Resource is receiving or

expected to receive Conditioned State Support under any legislative or other governmental
policy or program that has been enacted or effective at the time of the certification; and
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(i1) whether or not the Capacity Market Seller acknowledges and
understands that the Exercise of Buyer-Side Market Power is not permitted in RPM Auctions,
and does not intend to submit a Sell Offer for their Generation Capacity Resource as an Exercise
of Buyer-Side Market Power.

(B)  All Capacity Market Sellers shall be responsible for the accuracy
of each certification and its conformance with the Tariff irrespective of any guidance developed
by the Office of the Interconnection and the Market Monitoring Unit.

(C)  Once a Capacity Market Seller has certified whether or not a
Generation Capacity Resource is receiving or expected to receive Conditioned State Support, the
certification requirements in subsection (A)(i) above do not apply and the status of such
Generation Capacity Resource will remain unchanged unless and until the Capacity Market
Seller (or a subsequent Capacity Market Seller of the underlying resource) that owns or controls
such Generation Capacity Resource provides a certification of a change in such status, the Office
of the Interconnection removes such status, or by FERC order. All Capacity Market Sellers shall
have an ongoing obligation to certify to the Office of Interconnection and the Market Monitoring
Unit a Generation Capacity Resource’s material change in status regarding whether such
resource is receiving or expected to receive Conditioned State Support within 30 days of such
material change. Nothing in this provision shall supersede the requirement for all Capacity
Market Sellers to certify to the Office of Interconnection pursuant to Tariff, Attachment DD,
section 5.14(h-2)(1)(A)(i1).

(2) Determining Generation Capacity Resources Subject to the Minimum
Offer Price Rule.

(A)  Conditioned State Support.

(1) If the Office of the Interconnection reasonably believes a
government policy or program would provide Conditioned State Support or a Capacity Market
Seller certifies that it is receiving or is expected to receive Conditioned State Support associated
with a given Generation Capacity Resource, the Office of Interconnection shall submit, pursuant
to section 205 of the Federal Power Act, 16 U.S.C. § 824d, a filing at FERC indicating the Office
of the Interconnection’s intent to classify the government policy or program from which that
support is derived as Conditioned State Support (and adding such policy or program to the list in
Tariff, Attachment DD-3) and apply the Minimum Offer Price Rule to each Generation Capacity
Resource reasonably expected to receive such Conditioned State Support. If FERC has already
ruled on whether a specific government program or policy constitutes Conditioned State Support
and such policy or program is listed in Tariff, Attachment DD-3, the Office of the
Interconnection shall not be required to submit the filing described in the preceding sentence.

(i1) Government policies or programs that do not provide payments
or other financial benefit outside of PJM markets and do not provide payment or other financial
benefit in exchange for the sale of a FERC-jurisdictional product conditioned on clearing in any
RPM Auction do not constitute Conditioned State Support. Examples of such government
policies that do not constitute Conditioned State Support may include, but are not limited to:
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policies designed to procure, incent, or require environmental attributes, whether bundled or
unbundled (e.g., Renewable Energy Credits, Zero Emission Credits; Regional Greenhouse Gas
Initiative); economic development programs and policies; tax incentives; state retail default
service auctions; policies or programs that provide incentives related to fuel supplies; 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., Cross-State Air Pollution
Rule). In addition, Conditioned State Support shall not be determined solely based on the
business model of the Capacity Market Seller, such that the fact that a Self-Supply Entity is the
Capacity Market Seller, for example, is not a basis for determining Conditioned State Support.

(111) Upon FERC acceptance (whether by order or operation of law)
that a government policy or program or contract with a state entity constitutes Conditioned State
Support, a Generation Capacity Resource for which a Capacity Market Seller certifies pursuant
to Tariff, Attachment DD, section 5.14(h-2)(1)(A)(i) that it is receiving Conditioned State
Support or is reasonably expected to receive such Conditioned State Support, as identified by the
Office of the Interconnection, with the advice and input of the Market Monitoring Unit, will be
subject to the provisions of the Minimum Offer Price Rule.

(B)  Exercise of Buyer-Side Market Power

(1) If a Capacity Market Seller does not certify that it
acknowledges the prohibition of the Exercise of Buyer Side Market Power and the Capacity
Market Seller intends to exercise Buyer-Side Market Power for this Generation Capacity
Resource, then the underlying Capacity Resource shall be subject to the MOPR pursuant to
Tariff, Attachment DD, section 5.14(h-2)(1)(A)(i). If the Office of the Interconnection and/or the
Market Monitoring Unit reasonably suspects that a certification submitted under Tariff,
Attachment DD, section 5.14(h-2)(1)(A)(i1) contains fraudulent or material misrepresentations
such that the Capacity Market Seller’s Generation Capacity Resource may be the subject of a
Sell Offer that would be an Exercise of Buyer-Side Market Power or otherwise reasonably
suspects that a Generation Capacity Resource may be the subject of a Sell Offer that would be an
Exercise of Buyer-Side Market Power, the Office of the Interconnection and/or the Market
Monitoring Unit shall initiate a fact-specific review into the facts and circumstances regarding
the Generation Capacity Resource and whether the Capacity Market Seller has the ability and
incentive to exercise Buyer-Side Market Power with respect to such Generation Capacity
Resource. During such fact-specific review, the Capacity Market Seller will have the
opportunity to explain and justify why a Sell Offer for the Generation Capacity Resource would
not be an Exercise of Buyer-Side Market Power. The Office of the Interconnection and/or the
Market Monitoring Unit shall notify the Capacity Market Seller of the bases for inquiry and
initiation of review at least 135 days in advance of the RPM Auction conducted for the
2024/2025 Delivery Year and all subsequent Delivery Years, and by the date posted on the PIM
website for the 2023/2024 Delivery Year.

In initiating a review, the Office of the Interconnection and/or the
Market Monitoring Unit shall provide the affected Capacity Market Seller, in writing, the basis
for its inquiry, including, but not limited to, the Generation Capacity Resource(s), and the
purported beneficiary of any price suppression. The Office of the Interconnection and/or the
Market Monitoring Unit may request from the Capacity Market Seller additional information and
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documentation that is reasonably related to the basis for its inquiry, provided that, the Office of
the Interconnection and the Market Monitoring Unit shall confer with the Capacity Market Seller
in advance of any such requests. The Capacity Market Seller shall provide any additional
supporting information and documentation requested by the Office of the Interconnection and/or
the Market Monitoring Unit, and any other information and documentation the Capacity Market
Seller believes may justify the conduct or action in question as not representing an Exercise of
Buyer-Side Market Power, within 15 days or other such timeline as agreed to in writing by the
Office of the Interconnection, Market Monitoring Unit and Capacity Market Seller.

The fact-specific review will determine, as necessary, whether a
Capacity Market Seller has the ability and incentive to submit a Sell Offer for the Generation
Capacity Resource that could be an Exercise of Buyer-Side Market Power, as follows:

(a) To determine whether a Capacity Market Seller may
have Buyer Side Market Power associated with the Generation Capacity Resource for the
applicable RPM Auction, the Office of the Interconnection and/or the Market Monitoring Unit
will perform ex-ante testing to determine the extent to which a shift in the supply curve by a
number of megawatts equal to the size of the Generation Capacity Resource would affect RPM
Auction clearing prices, where such analysis would reflect expected supply and demand
conditions in the region of the market clearing prices and quantities in recent RPM Auctions,
would reflect whether the relevant LDAs have been constrained in recent RPM Auctions, and
would reflect reasonably expected material changes in an LDA including the modeling of the
LDA and expected changes in supply and demand for the applicable Delivery Year. To the
extent the foregoing analyses show that the Generation Capacity Resource would have a material
effect on RPM Auction clearing prices, the Capacity Market Seller shall be deemed to have the
ability to exercise Buyer Side Market Power.

(b) To determine whether the Capacity Market Seller’s
submission of a Sell Offer at any given price level for such Generation Capacity Resource may
constitute an Exercise of Buyer-Side Market Power, the Office of the Interconnection and/or the
Market Monitoring Unit shall perform ex-ante testing to determine whether, given the ability to
suppress prices identified in the relevant LDAs and the PJM Region, such price suppression
would be economically beneficial to the Capacity Market Seller by comparing its expected cost
with its economic benefit, and where the expected cost shall reflect the excess economic costs of
the resource above expected market revenues, and the expected benefit shall reflect the expected
cost savings to the expected net short position (based on estimated capacity obligations and
owned and contracted capacity measured on a three-year average basis for the three years
starting with the first day of the Delivery Year associated with the RPM Auction in which the
Generation Capacity Resource is being offered) in the relevant LDAs and RTO multiplied by the
price change resulting from offering the resource uneconomically. In this analysis, the Office of
Interconnection and/or the Market Monitoring Unit shall consider whether any capacity
obligations in which the capacity costs based on RPM Auction clearing prices are directly passed
through to load and consider whether the price of any contracted capacity passes through RPM
Auction clearing prices. If the expected benefit outweighs the expected cost, the Capacity Market
Seller shall be deemed to have the incentive to exercise Buyer Side Market Power. If a resource
offer can be justified, economically or otherwise, without consideration of the benefit to the
Capacity Market Seller of the suppressed prices, the Capacity Market Seller shall be deemed not
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to have the incentive to exercise Buyer Side Market Power with respect to that resource. Out-of-
market compensation (such as from renewable energy credits and zero emission credits) that are
not tied to either Conditioned State Support or a bilateral contract that directs the submission of
an offer to lower market clearing prices may be used to support the economics of the resource
under review.

(i1) The following nonexhaustive list of circumstances would
preclude an inquiry into or determination regarding an Exercise of Buyer-Side Market Power in
the course of a review initiated pursuant to subsection (i) above: (a) the Generation Capacity
Resource is a merchant generation supply resources that is not contracted to an entity with a
Load Interest; (b) the Generation Capacity Resource is acquired by or under the contractual
control of the Capacity Market Seller through a competitive and non-discriminatory procurement
process open to new and existing resources; or (c) the Generation Capacity Resource is owned
by or bilaterally contracted to a Self-Supply Seller and such resource is demonstrated as
consistent with or included in the Self-Supply Seller’s long-range resource plan (e.g., a long-
range hedging plan) that is approved or otherwise reviewed and accepted by the RERRA,
provided that any such plan approval or contracts do not direct the submission of an uneconomic
offer to deliberately lower market clearing prices or for the Capacity Market Seller to otherwise
perform an Exercise of Buyer-Side Market Power. In addition, to the extent a Generation
Capacity Resource may receive compensation in support of characteristics aligned with well-
demonstrated customer preferences, such compensation shall not, in and of itself, be a basis for
the determination of Buyer-Side Market Power.

(ii1) Based on the foregoing tests and fact-specific review,
including the facts and circumstances of the Generation Capacity Resource, the Office of the
Interconnection, with the advice and input of the Market Monitoring Unit, shall determine
whether a Generation Capacity Resource may be the subject of a Sell Offer that would be an
Exercise of Buyer-Side Market Power. If the Office of the Interconnection, with the advice and
input of the Market Monitoring Unit, determines that a Generation Capacity Resource may be
the subject of a Sell Offer that would be an Exercise of Buyer-Side Market Power or the
Capacity Market Seller certifies that it intends to exercise Buyer-Side Market Power, then such
resource will be subject to the provisions of the Minimum Offer Price Rule. If the resource will
be subject to the provisions of the Minimum Offer Price Rule, the Office of the Interconnection
shall include in the notice a written explanation for such determination. A Capacity Market
Seller that is dissatisfied with the Office of the Interconnection’s determination of whether a
given Generation Capacity Resource is subject to the Minimum Offer Price Rule may seek any
remedies available to it from FERC; provided, however, that the Office of the Interconnection
will proceed with administration of the Tariff and market rules based on its determination
hereunder unless FERC by order directs otherwise.

(C)  Failure to timely submit a certification. Any Generation Capacity
Resource for which a Capacity Market Seller has not timely submitted the certifications required
under Tariff, Attachment DD, section 5.14(h-2)(1) shall be subject to the provisions of the
Minimum Offer Price Rule. Notwithstanding the foregoing, if a Capacity Market Seller submits
a timely unit-specific exception pursuant to Tariff, Attachment DD, section 5.14(h-2)(4) for the
relevant Delivery Year, and PJM approves the unit-specific MOPR Floor Offer Price, then the
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Capacity Market Seller may use such floor price regardless of whether it timely submitted the

foregoing certifications.

(3) Minimum Offer Price Rule. Any Sell Offer for a Generation Capacity
Resource that is subject to the provisions of the Minimum Offer Price Rule pursuant to Tariff,
Attachment DD, section 5.14(h-2)(2) shall have an offer price no lower than the applicable
MOPR Floor Offer Price, unless the applicable MOPR Floor Offer Price is higher than the
applicable Market Seller Offer Cap, in which circumstance the Capacity Market Seller, to
participate in an RPM Auction, must request a unit-specific value determined in accordance with
the unit-specific MOPR Floor Offer Price process, and the unit-specific MOPR Floor Offer Price
shall establish the offer level for such resource.

(A)

New Entry MOPR Floor Offer Price. For a Generation Capacity
Resource that is subject to the provisions of the Minimum Offer Price Rule pursuant to Tariff,
Attachment DD, section 5.14(h-2)(2) and for which a Sell Offer based on that resource, or any
uprate of such Generation Capacity Resource participating in the generation interconnection
process under Tariff, Part IV, Subpart A, that has not cleared an RPM Auction for any Delivery
Year, the applicable MOPR Floor Offer Price, based on the net cost of new entry for the
resource type, shall be, at the election of the Capacity Market Seller, (i) the unit-specific value
determined in accordance with the unit-specific MOPR Floor Offer Price process in Tariff,
Attachment DD, section 5.14(h-2)(4) below or (ii) if applicable, the default New Entry MOPR
Floor Offer Price for the applicable resource based on the gross cost of new entry values shown
in the table below, as adjusted for Delivery Years subsequent to the 2022/2023 or 2026/2027
Delivery Year, as applicable, net of estimated net energy and ancillary service revenues for the
resource type and Zone in which the resource is located.

Resource Type Through the 2025/2026 For the 2026/2027 Delivery
Delivery Years: Year and Subsequent Delivery
Gross Cost of New Entry Years:
(2022/2023 $/ MW-day) Gross Cost of New Entry
(Nameplate) (2026/2027 $/ MW-day)
(Nameplate)

Nuclear $2,000 $2,568

Coal $1,068 $1,480

Combined Cycle $320 $540

Combustion Turbine $294 $427

Fixed Solar PV $271 $298

Tracking Solar PV $290 $321

Onshore Wind $420 $438

Offshore Wind $1,155 $1,351

Battery Energy Storage $532 $502

The gross cost of new entry values in the table above are expressed in dollars per MW-day in
terms of nameplate megawatts. For purposes of submitting a Sell Offer, the gross cost of new

entry values must be converted to a net cost of new entry by subtracting the estimated net energy
and ancillary service revenues, as determined below, from the gross cost of new entry. However,
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the resultant net cost of new entry of the battery energy storage resource type in the table above
must be multiplied by 2.5. The net cost of new entry based on nameplate capacity is then
converted to Unforced Capacity (“UCAP”) MW-day. For the 2023/2024 and 2024/2025
Delivery Years, the net cost of new entry is adjusted using: for battery storage, wind, and solar
resource types, the applicable ELCC Class Rating; or for all other generation resource types, the
applicable class average EFORd. For the 2025/2026 Delivery Year and subsequent Delivery
Years, the net cost of new entry is adjusted by the applicable class average Accredited UCAP
Factor. The resulting default New Entry MOPR Floor Offer price in UCAP/MW-day terms shall
be applied to each MW offered for the Capacity Resource regardless of the actual Sell Offer
quantity and regardless of whether the Sell Offer is for a Seasonal Capacity Performance
Resource.

Commencing with the Base Residual Auction for the 2023/2024 Delivery Year, the Office of the
Interconnection shall adjust the default gross costs of new entry in the table above and post the
preliminary estimates of the adjusted applicable default New Entry MOPR Floor Offer Prices on
its website, by no later than one hundred fifty (150) days prior to the commencement of the offer
period for each Base Residual Auction. To determine the adjusted applicable default New Entry
MOPR Floor Offer Prices for all resource types, the Office of the Interconnection shall adjust the
gross costs of new entry utilizing, for combustion turbine and combined cycle resource types, the
same Applicable BLS Composite Index applied for such Delivery Year to adjust the CONE
value used to determine the Variable Resource Requirement Curve, in accordance with Tariff,
Attachment DD, section 5.10(a)(iv), and for all other resource types, the “BLS Producer Price
Index Turbines and Turbine Generator Sets” component of the Applicable BLS Composite Index
used to determine the Variable Resource Requirement Curve shall be replaced with the “BLS
Producer Price Index Final Demand, Goods Less Food & Energy, Private Capital Equipment”
when adjusting the gross costs of new entry. The resultant value shall then be then adjusted
further by a factor of 1.022 for nuclear, coal, combustion turbine, and combine cycle resource
types or 1.01 for solar, wind, and storage resource types to reflect the annual decline in bonus
depreciation scheduled under federal corporate tax law. Updated estimates of the net energy and
ancillary service revenues for each default resource type and applicable Zone, which shall
include, but are not limited to, consideration of Fuel Costs, Maintenance Adders and Operating
Costs, as applicable, pursuant to Operating Agreement, Schedule 2 shall then be subtracted from
the adjusted gross costs of new entry to determine the adjusted New Entry MOPR Floor Offer
Price. The net energy and ancillary services revenue is equal to the average of the annual net
revenues of the three most recent calendar years preceding the Base Residual Auction, where
such annual net revenues shall be determined in accordance with the following and the PJIM
Manuals:

(1) for nuclear resource type, the net energy and ancillary services
revenue estimate shall be determined by the gross energy market revenue determined by the
product of [average annual zonal day-ahead LMP, times 8,760 hours times the annual average
equivalent availability factor of all PJM nuclear resources] minus the total annual cost to produce
energy determined by the product of [8,760 hours times the annual average equivalent
availability factor of all PJM nuclear resources times $9.02/MWh for a single unit plant or
$7.66/MWh for a multi-unit plant] where these hourly cost rates include fuel costs and variable
operation and maintenance expenses, inclusive of Maintenance Adder costs, plus an ancillary
services revenue of $3,350/MW-year;
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(ii) for coal resource type, the net energy and ancillary services
revenue estimate shall be determined by a simulated dispatch of a 650 MW coal unit (with heat
rate of 8,638 BTU/kWh and variable operations and maintenance variable operation and
maintenance expenses, inclusive of Maintenance Adder costs, of $9.50/MWh) using applicable
coal prices, as set forth in the PJIM Manuals, plus reactive services revenue of $3,350/MW-year.
The unit is committed day-ahead in profitable blocks of at least eight hours, and then committed
in real-time for profitable hours if not already committed day ahead;

(ii1) for combustion turbine resource type, the net energy and
ancillary services revenue estimate shall be determined in a manner consistent with the
methodology described in Tariff, Attachment DD, section 5.10(a)(v)(B) for the Reference
Resource combustion turbine.

(iv) for combined cycle resource type, the net energy and ancillary
services revenue estimate shall be determined in the same manner as that prescribed for a
combustion turbine resource type, except that the heat rate assumed for the combined cycle
resource shall be 6,553 BTU/kwh, the variable operations and maintenance expenses for such
resource, inclusive of Maintenance Adder costs, shall be $2.11/MWh, the Peak-Hour Dispatch
scenario for both the Day-Ahead and Real-Time Energy Markets shall be modified to dispatch
the CC resource continuously during the full peak-hour period, as described in Peak-Hour
Dispatch, for each such period that the resource is economic (using the test set forth in such
section), rather than only during the four-hour blocks within such period that such resource is
economic, and the ancillary services revenue shall be $3,350/MW-year.

(v) for solar PV resource type, the net energy and ancillary services
revenue estimate shall be determined using a solar resource model that provides the average MW
output level, expressed as a percentage of nameplate rating, by hour of day (for each of the 24-
hours of a day) and by calendar month (for each of the twelve months of a year). The annual net
energy market revenues are determined by multiplying the solar output level of each hour by the
real-time zonal LMP applicable to such hour with this product summed across all of the hours of
an annual period, plus an ancillary services revenue of $3,350/MW-year. Two separate solar
resource models are used, one model for a fixed panel resource and a second model for a
tracking panel resource;

(vi) for onshore wind resource type, the net energy and ancillary
services revenue estimate shall be determined using a wind resource model that provides the
average MW output level, expressed as a percentage of nameplate rating, by hour of day (for
each of the 24-hours of a day) and by calendar month (for each of the twelve months of a year).
The annual energy market revenues are determined by multiplying the wind output level of each
hour by the real-time zonal LMP applicable to such hour with this product summed across all of
the hours of an annual period, plus an ancillary services revenue of $3,350/MW-year;

(vii) for offshore wind resource type, the net energy and ancillary
services revenue estimate shall be the product of [the average annual zonal real-time LMP times
8,760 hours times an assumed annual capacity factor of 45%], plus an ancillary services revenue
of $3,350/MW-year; and
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(viii) for Capacity Storage Resource, the net energy and ancillary
services revenue estimate shall be estimated by a simulated dispatch against historical real-time
zonal LMPs where the resource is assumed to be dispatched for the four hours of highest LMP of
a daily twenty-four hour period if the average LMP of these four hours exceeds 120% of the
average LMP of the four lowest LMP hours of the same twenty-four hour period. The net energy
market revenues will be determined by the product of [hourly output of 1 MW times the hourly
LMP for each hour of assumed discharging] minus the product of [hourly consumption of 1.2
MW times the hourly LMP for each hour of assumed charging] with this net value summed
across all of the hours of an annual period, plus an ancillary services revenue of $3,350/MW-
year. An 83.3% efficiency of the battery energy storage resource is reflected by assuming each
1.0 MW of discharge requires 1.2 MW of charge.

Beginning with the Delivery Year that commences June 1, 2022, and continuing no later than for
every fourth Delivery Year thereafter, the Office of the Interconnection shall review the default
gross cost of new entry values. Such review may include, without limitation, analyses of the
fixed development, construction, operation, and maintenance costs for such resource types.
Based on the results of such review, PIM shall propose either to modify or retain the default
gross cost of new entry values stated in the table above. The Office of the Interconnection shall
post publicly and solicit stakeholder comment regarding the proposal. If, as a result of this
process, changes to the default gross cost of new entry values are proposed, the Office of the
Interconnection shall file such proposed modifications with the FERC by October 1, prior to the
conduct of the Base Residual Auction for the first Delivery Year in which the new values would
be applied.

Any Generation Capacity Resource that is subject to the provisions of the Minimum Offer Price
Rule pursuant to Tariff, Attachment DD, section 5.14(h-2)(2) and that has not previously cleared
an RPM Auction for that or any prior Delivery Year and for which there is no default MOPR
Floor Offer Price provided in accordance with this section, including hybrid resources, must seek
a unit-specific value determined in accordance with the unit-specific MOPR Floor Offer Price
process below to participate in an RPM Auction. Failure to obtain a unit-specific MOPR Floor
Offer Price will result in the Office of the Interconnection rejecting any Sell Offer based on such
resource for the relevant RPM Auction.

(B)  Cleared MOPR Floor Offer Prices.

For a Generation Capacity Resource that is subject to the
provisions of the Minimum Offer Price Rule pursuant to Tariff, Attachment DD, section 5.14(h-
2)(2) and for which a Sell Offer based on that resource has previously cleared an RPM Auction
for any Delivery Year, the applicable Cleared MOPR Floor Offer Price shall be, at the election of
the Capacity Market Seller, (a) based on the unit-specific MOPR Floor Offer Price, as
determined in accordance with Tariff, Attachment DD, section 5.14(h-2)(4) below, or (b) if
available, the default Avoidable Cost Rate for the applicable resource type shown in the table
below, as adjusted for Delivery Years subsequent for the 2022/2023 or 2026/2027 Delivery
Year, as applicable, to reflect changes in avoidable costs, net of projected PJM market revenues
equal to the resource’s historical net energy and ancillary service revenues consistent with Tariff,
Attachment DD, section 6.8(d).
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Existing Resource Through the For the 2026/2027
Type 2025/2026 Delivery Delivery Year and
Years: Subsequent Delivery
Default Gross ACR Years:
(2022/2023) Default Gross ACR
($/MW-day) (2026/2027) ($/ MW-
(Nameplate) day) Nameplate
Nuclear - single $697 $591
Nuclear - dual $445 $537
Coal $80 $94
Combined Cycle $56 $113
Combustion Turbine $50 $52
Steam Oil & Gas NA $64
Solar PV $40 $70
(fixed and tracking)
Wind Onshore $83 $147

The default gross Avoidable Cost Rate values in the table above are expressed in dollars per
MW-day in terms of nameplate megawatts. Through the 2024/2025 Delivery Year, for purposes
of submitting a Sell Offer, the default Avoidable Cost Rate values must be net of estimated net
energy and ancillary service revenues, and then the difference is ultimately converted to
Unforced Capacity (“UCAP”) MW-day, where the UCAP MW-day value will be determined
based on the resource-specific Accredited UCAP value for solar and wind resource types (with
appropriate time-weighting for any winter Capacity Interconnection Rights) or the resource-
specific EFORA for all other generation resource types. Effective for the 2025/2026 Delivery
Year and subsequent Delivery Years, for purposes of submitting a Sell Offer, the default
Avoidable Cost Rate values must be net of estimated net energy and ancillary service revenues,
and then the difference is ultimately converted to Unforced Capacity (“UCAP”’) MW-day, based
on the resource’s Accredited UCAP Factor. The resulting default Cleared MOPR Floor Offer
price in UCAP/MW-day terms shall be applied to each MW offered for the Capacity Resource
regardless of actual Sell Offer quantity and regardless of whether the Sell Offer is for a Seasonal
Capacity Performance Resource.

Commencing with the Base Residual Auction for the 2023/2024 Delivery Year, the Office of the
Interconnection shall adjust the default Avoidable Cost Rates in the table above, and post the
adjusted values on its website, by no later than one hundred fifty (150) days prior to the
commencement of the offer period for each Base Residual Auction. To determine the adjusted
Avoidable Cost Rates, the Office of the Interconnection shall utilize the 10-year average Handy-
Whitman Index in order to adjust the Gross ACR values to account for expected inflation.
Updated estimates of the net energy and ancillary service revenues shall be determined on a
resource-specific basis in accordance with Tariff, Attachment DD, section 6.8(d) and the PJM
Manuals.

Beginning with the Delivery Year that commences June 1, 2022, and continuing no later than for
every fourth Delivery Year thereafter, the Office of the Interconnection shall review the default
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Avoidable Cost Rates for Capacity Resource that is subject to the provisions of the Minimum
Offer Price Rule pursuant to Tariff, Attachment DD, section 5.14(h-2)(2) that have cleared in an
RPM Auction for any Delivery Year. Such review may include, without limitation, analyses of
the avoidable costs of such resource types. Based on the results of such review, PJM shall
propose either to modify or retain the default Avoidable Cost Rate values stated in the table
above. The Office of the Interconnection shall post publicly and solicit stakeholder comment
regarding the proposal. If, as a result of this process, changes to the default Avoidable Cost Rate
values are proposed, the Office of the Interconnection shall file such proposed modifications
with the FERC by October 1, prior to the conduct of the Base Residual Auction for the first
Delivery Year in which the new values would be applied.

Any Generation Capacity Resource that is subject to the provisions of the Minimum Offer Price
Rule pursuant to Tariff, Attachment DD, section 5.14(h-2)(2) and that has previously cleared an
RPM Auction for any Delivery Year and for which there is no default MOPR Floor Offer Price
provided in accordance with this section, including hybrid resources, must seek a unit-specific
value determined in accordance with the unit-specific MOPR Floor Offer Price process below to
participate in an RPM Auction. Failure to obtain a unit-specific MOPR Floor Offer Price will
result in the Office of the Interconnection rejecting any Sell Offer based on such resource.

4) Unit-Specific Exception. A Capacity Market Seller intending to submit a
Sell Offer in any RPM Auction for a Generation Capacity Resource that is subject to the
provisions of the Minimum Offer Price Rule below the applicable default MOPR Floor Offer
Price may, at its election, submit a request for a unit-specific exception for such Capacity
Resource. A Capacity Market Seller intending to submit a Sell Offer in any RPM Auction for a
Generation Capacity Resource that is under a fact-specific review for Buyer-Side Market Power
pursuant to Tariff, Attachment DD, section 5.14(h-2)(2)(B)(ii), and where the offer is below the
applicable default MOPR Floor Offer Price may, at its election, submit a request for a unit-
specific exception for such Generation Capacity Resource. A Sell Offer below the default
MOPR Floor Offer Price, but no lower than the unit-specific MOPR Floor Offer Price, shall be
permitted if the Capacity Market Seller obtains approval from the Office of the Interconnection
or the Commission, prior to the RPM Auction in which it seeks to submit the Sell Offer. The
unit-specific MOPR Floor Offer Price determined under this provision shall be based on the unit-
specific Accredited UCAP value for battery energy storage resource types and for solar and wind
generation resource types (appropriately time-weighted for any winter Capacity Interconnection
Rights) or on the unit-specific EEORdAccredited UCAP value for all other generation resource
types, and shall be applied to each MW offered by the resource regardless of actual Sell Offer
quantity and regardless of whether the Sell Offer is for a Seasonal Capacity Performance
Resource. Such Sell Offer is permissible because it is consistent with the competitive, cost-
based, fixed, net cost of the resource. All supporting data must be provided for all requests. The
following requirements shall apply to requests for such determinations:

(A)  The Capacity Market Seller shall submit a written request with all
of the required documentation as described below and in the PJM Manuals. For such purpose,
the Capacity Market Seller shall submit the unit-specific exception request to the Office of the
Interconnection and the Market Monitoring Unit no later than one hundred twenty (120) days
prior to the commencement of the offer period for the RPM Auction in which it seeks to submit
its Sell Offer. For such purpose, the Office of the Interconnection shall post, by no later than one
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hundred fifty (150) days prior to the commencement of the offer period for the relevant RPM
Auction, a preliminary estimate for the relevant Delivery Year of the default Minimum Floor
Offer Prices, determined pursuant to Tariff, Attachment DD, sections 5.14(h-2)(3)(A) and (B). If
the final applicable default Minimum Floor Offer Price subsequently established for the relevant
Delivery Year is less than the Sell Offer, the Sell Offer shall be permitted and no exception shall
be required.

(B)  For a unit-specific exception for a Generation Capacity Resource
that is subject to the provisions of the Minimum Offer Price Rule pursuant to Tariff, Attachment
DD, section 5.14(h-2)(2) and that has never cleared an RPM Auction, the Capacity Market Seller
must include in its request for an exception under this subsection documentation to support the
fixed development, construction, operation, and maintenance costs of the Capacity Resource, as
well as estimates of offsetting net revenues.

The financial modeling assumptions for calculating Cost of New Entry for Generation Capacity
Resources shall be: (i) nominal levelization of gross costs, (ii) asset life of twenty years, (iii) no
residual value, (iv) all project costs included with no sunk costs excluded, (v) use first year
revenues (which may include revenues from the sale of renewable energy credits or any other
revenues outside of PJM markets that do not constitute Conditioned State Support ), and (vi)
weighted average cost of capital based on the actual cost of capital for the entity proposing to
build the Capacity Resource. Notwithstanding the foregoing, a Capacity Market Seller that seeks
to utilize an asset life other than twenty years (but no greater than 35 years) shall provide
evidence to support the use of a different asset life, including but not limited to, the asset life
term for such resource as utilized in the Capacity Market Seller’s financial accounting (e.g.,
independently audited financial statements), or project financing documents for the resource or
evidence of actual costs or financing assumptions of recent comparable projects to the extent the
seller has not executed project financing for the resource (e.g., independent project engineer
opinion or manufacturer’s performance guarantee), or opinions of third-party experts regarding
the reasonableness of the financing assumptions used for the project itself or in comparable
projects. Capacity Market Sellers may also rely on evidence presented in federal filings, such as
its FERC Form No. 1 or an SEC Form 10-K, to demonstrate an asset life other than 20 years of
similar asset projects.

Supporting documentation for project costs may include, as applicable and available, a complete
project description; environmental permits; vendor quotes for plant or equipment; evidence of
actual costs of recent comparable projects; bases for electric and gas interconnection costs and
any cost contingencies; bases and support for property taxes, insurance, operations and
maintenance (“O&M”) contractor costs, and other fixed O&M and administrative or general
costs; financing documents for construction-period and permanent financing or evidence of
recent debt costs of the seller for comparable investments; and the bases and support for the
claimed capitalization ratio, rate of return, cost-recovery period, inflation rate, or other
parameters used in financial modeling. In addition to the certification, signed by an officer of the
Capacity Market Seller, the request must include a certification that the claimed costs accurately
reflect, in all material respects, the seller’s reasonably expected costs of new entry and that the
request satisfies all standards for a unit-specific exception hereunder. The request also shall
identify all revenue sources (exclusive of any Conditioned State Support or bilateral contracts
that direct submission of an offer to lower RPM Auction clearing prices) relied upon in the Sell

Page 39



Offer to offset the claimed fixed costs, including, without limitation, long-term power supply
contracts, tolling agreements, evidence of compensation outside the PJM market not tied to
Conditioned State Support or a bilateral contract that directs submission of an offer to lower
RPM Auction clearing prices, or tariffs on file with state regulatory agencies, and shall
demonstrate that such offsetting revenues are consistent, over a reasonable time period identified
by the Capacity Market Seller, with the standard prescribed above. In making such
demonstration, the Capacity Market Seller may rely upon forecasts of competitive electricity
prices in the PJM Region based on well-defined models that include fully documented estimates
of future fuel prices, variable operation and maintenance expenses, which may include
Maintenance Adders, energy demand, emissions allowance prices, and expected environmental
or energy policies that affect the seller’s forecast of electricity prices in such region, employing
input data from sources readily available to the public. Documentation for net revenues also may
include, as available and applicable, plant performance and capability information, including
heat rate, start-up times and costs, forced outage rates, planned outage schedules, maintenance
cycle, fuel costs and other variable operations and maintenance expenses, and ancillary service
capabilities. Any evaluation of net revenues should be consistent with Operating Agreement,
Schedule 2, including, but not limited to, consideration of Fuel Costs, Maintenance Adders and
Operating Costs, as applicable.

(C)  For a Unit-Specific Exception for a Generation Capacity Resource
that is subject to the provisions of the Minimum Offer Price Rule pursuant to Tariff, Attachment
DD, section 5.14(h-2)(2) and that has previously cleared an RPM Auction, the Capacity Market
Seller shall submit a Sell Offer consistent with the unit-specific Market Seller Offer Cap process
pursuant to Tariff, Attachment DD, section 6.8; except that the 10% uncertainty adder may not
be included in the “Adjustment Factor.” In addition and notwithstanding the requirements of
Tariff, Attachment DD, section 6.8, the Capacity Market Seller may, at its election, include in its
request for an exception under this subsection documentation to support projected energy and
ancillary services markets revenues. Such a request shall identify all revenue sources (exclusive
of any Conditioned State Support or bilateral contracts that direct submission of an offer to lower
RPM Auction clearing prices) relied upon in the Sell Offer to offset the claimed fixed costs,
including, without limitation, long-term power supply contracts, tolling agreements, evidence of
compensation outside of PJM markets not tied to Conditioned State Support or a bilateral
contract that directs submission of an offer to lower RPM Auction clearing prices, or tariffs on
file with state regulatory agencies, and shall demonstrate that such offsetting revenues are
consistent, over a reasonable time period identified by the Capacity Market Seller, with the
standard prescribed above. In making such demonstration, the Capacity Market Seller may rely
upon forecasts of competitive electricity prices in the PJM Region based on well-defined models
that include fully documented estimates of future fuel prices, variable operation and maintenance
expenses, energy demand, which may include Maintenance Adders, and emissions allowance
prices, and expected environmental or energy policies that affect the seller’s forecast of
electricity prices in such region, employing input data from sources readily available to the
public. Documentation for net revenues also may include, as available and applicable, plant
performance and capability information, including heat rate, start-up times and costs, forced
outage rates, planned outage schedules, maintenance cycle, fuel costs and other variable
operations and maintenance expenses, and ancillary service capabilities. Any evaluation of
revenues should include, but would not be not limited to, consideration of Fuel Costs,
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Maintenance Adders and Operating Costs, as applicable, pursuant to Operating Agreement,
Schedule 2.

(D) A Sell Offer evaluated at the unit-specific exception shall be
permitted if the information provided reasonably demonstrates that the Sell Offer’s competitive,
fixed, cost-based offer level is below the default MOPR Floor Offer Price, based on competitive
cost advantages relative to the costs estimated by the default MOPR Floor Offer Price, including,
without limitation, competitive cost advantages resulting from the Capacity Market Seller’s
business model, financial condition, tax status, access to capital or other similar conditions
affecting the applicant’s costs, or based on net revenues that are reasonably demonstrated
hereunder to be higher than those estimated by the default MOPR Floor Offer Price. Capacity
Market Sellers shall demonstrate that claimed cost advantages or sources of net revenue that are
irregular or anomalous, that do not reflect arm’s-length transactions, or that are not in the
ordinary course of the Capacity Market Seller’s business are consistent with the standards of this
subsection, and that out-of-market compensation is not tied to Conditioned State Support or a
bilateral contract that directs submission of an offer to lower RPM Auction clearing prices.
Failure to adequately support such claimed cost advantages or revenues so as to enable the
Office of the Interconnection to make the determination required in this section will result in the
elimination of consideration of the unsupported element(s) of a unit-specific exception by the
Office of the Interconnection.

(E)  The Capacity Market Seller must submit a sworn, notarized
certification of a duly authorized officer, certifying that the officer has personal knowledge of the
unit-specific exception request and that to the best of his/her knowledge and belief: (1) the
information supplied to the Market Monitoring Unit and the Office of Interconnection to support
its request for an exception is true and correct; (2) the Capacity Market Seller has disclosed all
material facts relevant to the request for the exception; and (3) the request satisfies the criteria for
the exception.

(F) The Market Monitoring Unit shall review, in an open and
transparent manner with the Capacity Market Seller and the Office of the Interconnection, the
information and documentation in support of the request and shall provide its findings whether
the proposed Sell Offer is acceptable, in accordance with the standards and criteria hereunder, in
writing, to the Capacity Market Seller and the Office of the Interconnection by no later than
ninety (90) days prior to the commencement of the offer period for such auction. The Office of
the Interconnection shall also review, in an open and transparent manner, all exception requests
and documentation and shall provide in writing to the Capacity Market Seller, and the Market
Monitoring Unit, its determination whether the requested Sell Offer is acceptable and if not it
shall calculate and provide to such Capacity Market Seller, a minimum Sell Offer based on the
data and documentation received, by no later than sixty-five (65) days prior to the
commencement of the offer period for the relevant RPM Auction. After the Office of the
Interconnection determines with the advice and input of Market Monitor, the acceptable
minimum Sell Offer, the Capacity Market Seller shall notify the Market Monitoring Unit and the
Office of the Interconnection, in writing, of the minimum level of Sell Offer to which it agrees to
commit by no later than sixty (60) days prior to the commencement of the offer period for the
relevant RPM Auction, and in making such determination, the Capacity Market Seller may
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consider the applicable default MOPR Floor Offer Price and may select such default value if it is
lower than the unit-specific determination. A Capacity Market Seller that is dissatisfied with any
determination hereunder may seek any remedies available to it from FERC; provided, however,
that the Office of the Interconnection will proceed with administration of the Tariff and market
rules based on the lower of the applicable default MOPR Floor Offer Price and the unit-specific
determination unless and until ordered to do otherwise by FERC.

1) Capacity Export Charges and Credits
(1) Charge

Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a
Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission
Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal
Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control
Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery
Year for the Zone in which the resources designated for export are located, but not less than
zero). If more than one Zone forms the interface with such Control Area, then the amount of
Reserved Capacity described above shall be apportioned among such Zones for purposes of the
above calculation in proportion to the flows from such resource through each such Zone directly
to such interface under CETO/CETL analysis conditions, as determined by the Office of the
Interconnection using procedures set forth in the PIM Manuals. The amount of the Reserved
Capacity that is associated with a fully controllable facility that crosses such interface shall be
completely apportioned to the Zone within which such facility terminates.

(2) Credit

To recognize the value of firm Transmission Service held by any such Capacity Export
Transmission Customer, such customer assessed a charge under section 5.14(i)(1) above also
shall receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving
Entities under Tariff, Attachment DD, section 5.15. Such credit shall be equal to the locational
capacity price difference specified in section 5.14(i)(1) above times the Export Customer's
Allocated Share determined as follows:
Export Customer’s Allocated Share equals
(Export Path Import * Export Reserved Capacity) /
(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone).

Where:

“Export Path Import” means the megawatts of Unforced Capacity imported into the export
interface Zone from the Zone in which the resource designated for export is located.

Page 42



If more than one Zone forms the interface with such Control Area, then the amount of Export
Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation
in the same manner as set forth in subsection (i)(1) above.

3) Distribution of Revenues

Any revenues collected from the Capacity Export Charge with respect to any capacity export for
a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be
distributed to the Load Serving Entities in the export-interface Zone that were assessed a

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced
Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If
more than one Zone forms the interface with such Control Area, then the revenues shall be
apportioned among such Zones for purposes of the above calculation in the same manner as set
forth in subsection (i)(1) above.
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6.5  Mitigation

The Office of the Interconnection shall apply market power mitigation measures in any Base
Residual Auction or Incremental Auction for any LDA, Unconstrained LDA Group, or the PJM
Region that fails the Market Structure Test.

(a) Mitigation for Generation Capacity Resources.
1) Existing Generation Capacity Resource

Mitigation will be applied on a unit-specific basis and only if the Sell Offer of Unforced
Capacity from an Existing Generation Capacity Resource: (1) is greater than $0/MW-day, except
as described in Tariff, Attachment DD, section 6.4(a); and (2) would, absent mitigation, increase
the Capacity Resource Clearing Price in the relevant auction. If such conditions are met, such
Sell Offer shall be set equal to the Market Seller Offer Cap.

i) Planned Generation Capacity Resources

(A)  Sell Offers based on Planned Generation Capacity Resources
(including External Planned Generation Capacity Resources) shall be
presumed to be competitive and shall not be subject to market power
mitigation in any Base Residual Auction or Incremental Auction for
which such resource qualifies as a Planned Generation Capacity Resource,
but any such Sell Offer shall be rejected if it meets the criteria set forth in
subsection (C) below, unless the Capacity Market Seller obtains approval
from FERC for use of such offer prior to the close of the offer period for
the applicable RPM Auction.

(B)  Sell Offers based on Planned Generation Capacity Resources
(including Planned External Generation Capacity Resources) shall be
deemed competitive and not be subject to mitigation if: (1) collectively all
such Sell Offers provide Unforced Capacity in an amount equal to or
greater than two times the incremental quantity of new entry required to
meet the LDA Reliability Requirement; and (2) at least two unaffiliated
suppliers have submitted Sell Offers for Planned Generation Capacity
Resources in such LDA. Notwithstanding the foregoing, any Capacity
Market Seller, together with affiliates, whose Sell Offers based on Planned
Generation Capacity Resources in that modeled LDA are pivotal, shall be
subject to mitigation.

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

(b) Mitigation for Demand Resources

The Market Seller Offer Cap shall not be applied to Sell Offers of Demand Resources or Energy

Efficiency Resources.
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10A. CHARGES FOR NON-PERFORMANCE AND CREDITS FOR PERFORMANCE

(a) For the 2018/2019 Delivery Year and any subsequent Delivery Year (and for
certain purposes for the 2016/2017 and 2017/2018 Delivery Years as provided in subsections (h)
and (i) hereof), each Capacity Market Seller that commits a Capacity Resource for a Delivery
Year (whether through an RPM Auction, a bilateral transaction, or as Locational UCAP), each
Locational UCAP Seller that sells Locational UCAP from a Capacity Resource for a Delivery
Year, and for the 2022/2023 Delivery Year and subsequent Delivery Years each PRD Provider
that commits Price Responsive Demand for a Delivery Year, shall be charged to the extent the
performance of each of its committed Capacity Resources or Price Responsive Demand during
all or any part of a clock-hour when an Emergency Action is in effect falls short of the expected
performance of such resources (as determined herein) and the revenue from such charges shall be
provided to Market Participants with generation, demand response resources, or Price
Responsive Demand that perform during such hour in excess of the level expected based on
commitments (if any) of such resources.

(b) Performance shall be measured for purposes of this assessment during each
Performance Assessment Interval.

() For each Performance Assessment Interval, the Office of the Interconnection shall
determine whether, and the extent to which, the actual performance of each Capacity Resource
and Locational UCAP has fallen short of the performance expected of such committed Capacity
Resource, and the magnitude of any such shortfall, based on the following formula:

Performance Shortfall = Expected Performance - Actual Performance

Where the result of such formula is a positive number and where:
Expected Performance =

for Generation Capacity Resources (including external Generation Capacity Resources
for any Performance Assessment Interval for which performance by such external
resource would have helped resolve a declared Emergency Action; provided, however,
that for any Delivery Year up to and including the 2019/2020 Delivery Year,
performance of external Generation Capacity Resources shall be assessed only during
Performance Assessment Hours for Emergency Actions declared for the entire PIM
Region) and Capacity Storage Resources: [(Resource Committed Capacity * the
Balancing Ratio)];

where
Resource Committed Capacity = the total megawatts of Unforced Capacity of the
Capacity Resource committed by such Capacity Market Seller or Locational

UCAP Seller; and

The Balancing Ratio = (All Actual Generation Performance, Storage Resource
Performance, Net Energy Imports, Price Responsive Demand Bonus Performance
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effective with the 2022/2023 Delivery Year, and Demand Response Bonus
Performance) / (All Committed Generation and Storage Capacity); provided,
however, that Net Energy Imports shall be included in the calculation of the
Balancing Ratio only for any Performance Assessment Interval for which
performance by any external Generation Capacity Resource would have helped
resolve the Emergency Action that was the subject to the Performance
Assessment Hour; and provided further that for any Delivery Year up to and
including the 2019/2020 Delivery Year, Net Energy Imports shall be included in
the calculation of the Balancing Ratio only for any Performance Assessment Hour
for which the Emergency Action was declared for the entire PJM Region; and
provided further that the Balancing Ratio shall not exceed a value of 1.0.

for purposes of which

All Committed Generation and Storage Capacity = the total megawatts of
Unforced Capacity of all Generation Capacity Resources (including external
Generation Capacity Resources for any Performance Assessment Interval for
which performance by such external resource would have helped resolve the
declared Emergency Action that was the subject to the Performance Assessment
Hour; provided, however, that for any Delivery Year up to and including the
2019/2020 Delivery Year, performance of external Generation Capacity
Resources shall be assessed only during Performance Assessment Hours for
Emergency Actions declared for the entire PIM Region) and all Capacity Storage
Resources committed by all Capacity Market Sellers, FRR Entities, Locational
UCAP Sellers;

All Actual Generation Performance and Storage Resource Performance = the total
amount of Actual Performance for all generation resources (including external
Generation Capacity Resources for any Performance Assessment Interval for
which performance by such external resource would have helped resolve the
declared Emergency Action that was the subject to the Performance Assessment
Hour; provided, however, that for any Delivery Year up to and including the
2019/2020 Delivery Year, performance of external Generation Capacity
Resources shall be assessed only during Performance Assessment Hours for
Emergency Actions declared for the entire PIM Region) and storage resources
during the interval,

Net Energy Imports = the sum of interchange transactions importing energy into
PJM (not including those associated with external Generation Capacity Resources
and therefore included in All Actual Generation Performance) minus the sum of
interchange transactions exporting energy out of PJM, but not less than zero;

Demand Response Bonus Performance = the sum of Bonus performance provided
by Demand Response resources as calculated in (g) below;

Price Responsive Demand Bonus Performance = the sum of Bonus performance
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provided by Price Responsive Demand as calculated in (g) below;

and for Demand Resources, Energy Efficiency Resources, and Qualifying Transmission
Upgrades: Resource Committed Capacity;

where

Resource Committed Capacity = the total megawatts of capacity committed from
such Capacity Resource, where such capacity shall be in installed capacity terms

for Demand Resources-eemmitted—eapactty—without-makinganyadjustmentfor
e T

and for PRD Provider: Price Responsive Demand Committed

and

where

Price Responsive Demand Committed = the Nominal PRD Value committed by
the PRD Provider in the area defined by the Performance Assessment Interval,
adjusted to account for any PRD registrations in such area that were not subject to
compliance measurement.

Actual Performance =

for each generation resource, the metered output of energy delivered to PJIM by
such resource plus the resource’s real-time reserve or regulation assignment, if
any, during the Performance Assessment Interval;

for each storage resource, the metered output of energy delivered to PJM by such
resource plus the resource’s real-time reserve or regulation assignment, if any,
during the Performance Assessment Interval;

for each Demand Resource, the demand response provided to PJM by such
resource, plus such resource’s real-time reserve or regulation assignment, if any,
during the Performance Assessment Interval, as established through the PJM
demand response settlement procedure consistent with the standards specified in
RAA, Schedule 6;

for each PRD Provider, the actual load reduction provided by the PRD Provider
during a Performance Assessment Interval, determined in accordance with RAA,
Schedule 6.1.N and the PJM Manuals;

for each Energy Efficiency Resource, the load reduction quantity approved by

PJM subsequent to the pre-delivery year submittal of a post-installation
measurement and verification report; and
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for each Qualified Transmission Upgrade, the megawatt quantity cleared by such
Qualified Transmission Upgrade if it is in service during the Performance
Assessment Interval, and zero if it is not in service during such Performance
Assessment Interval.

Such calculation shall encompass all resources and Price Responsive Demand located in the area
defined by the Emergency Action; provided, however, that Performance Shortfall shall be
calculated for external Generation Capacity Resources for any Performance Assessment Interval
for which performance by such external resource would have helped resolve the declared
Emergency Action that was the subject to the Performance Assessment Hour; provided,
however, that for any Delivery Year up to and including the 2019/2020 Delivery Year,
Performance Shortfall shall be calculated for external Generation Capacity Resources only
during Performance Assessment Hours which the Emergency Action was declared for the entire
PJM Region. At the start of the Delivery Year, PJIM will inform the Capacity Market Seller of an
external resource as to which Locational Deliverability Area it has been assigned. For purposes
of this provision, Qualifying Transmission Upgrades shall be deemed to be located in the
Locational Deliverability Area into which such upgrade increased the Capacity Emergency
Transfer Limit, and a Qualifying Transmission Upgrade shall be included in calculations of
Expected Performance and Actual Performance only if, and to the extent that, the declared
Emergency Action encompasses the Locational Deliverability Area into which such upgrade
increased the Capacity Emergency Transfer Limit. The Performance Shortfall shall be
calculated for each Performance Assessment Interval, and any committed Capacity Resource for
which the above calculation produces a negative number for a Performance Assessment Interval
shall not have a Performance Shortfall for such Performance Assessment Interval.

(d) Notwithstanding subsection (c) above, a Capacity Resource or Locational UCAP
of a Capacity Market Seller or Locational UCAP Seller shall not be considered in the calculation
of a Performance Shortfall for a Performance Assessment Interval to the extent such Capacity
Resource or Locational UCAP was unavailable during such Performance Assessment Interval
solely because the resource on which such Capacity Resource or Locational UCAP is based was
on a Generator Planned Outage or Generator Maintenance Outage approved by the Office of the
Interconnection, or was not scheduled to operate by the Office of the Interconnection, or was
online but was scheduled down, by the Office of the Interconnection, based on a determination
by the Office of the Interconnection that such scheduling action was appropriate to the security-
constrained economic dispatch of the PJM Region. Such a resource shall be considered in the
calculation of a Performance Shortfall if it otherwise was needed and would have been scheduled
by the Office of the Interconnection to perform, but was not scheduled to operate, or was
scheduled down, solely due to: (i) any operating parameter limitations submitted in the
resource’s offer, or (ii) the seller’s submission of a market-based offer higher than its cost-based.
In addition, notwithstanding subsection (c) above, a Price Responsive Demand registration shall
not be considered in the calculation of a Performance Shortfall or Bonus Performance for a
Performance Assessment Interval when the PRD Curve associated with such registration in the
PJM Real-time Energy Market indicates a price point where no demand reduction is expected at
the real-time LMP recorded during the Performance Assessment Interval.
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(e) Subject to the Non-Performance Charge Limit specified in subsection (f) hereof,
each Capacity Market Seller and Locational UCAP Seller shall be assessed a Non-Performance
Charge for each of its Capacity Resources or Locational UCAP that has a Performance Shortfall
for a Performance Assessment Interval based on the following formula, applied to each such
resource:

Non-Performance Charge = Performance Shortfall * Non-Performance Charge Rate
Where

For Capacity Performance Resources and Seasonal Capacity Performance Resources, the
Non-Performance Charge Rate = (Net Cost of New Entry (stated in terms of installed
capacity) for the LDA and Delivery Year for which such calculation is performed * (the
number of days in the Delivery Year / 30) / (the number of Real-Time Settlement
Intervals in an hour).

§)) Reserved.

(f-1) The Non-Performance Charges and Non-Curtailment Charges for each Capacity
Performance Resource (including Locational UCAP from such a resource) and each PRD
Provider for a Delivery Year shall not exceed a Non-Performance Charge Limit equal to 1.5
times the RPM Base Residual Auction clearing price for the applicable Delivery Year and for the
LDA where the resource resides, times the megawatts of Unforced Capacity committed by such
resource or such PRD Provider, where such megawatts shall be based on the maximum Unforced
Capacity committed up through the end of the month in which the PAI or Non-PAI Event occurs,
times the number of days in the Delivery Year. The Non-Performance and Non-Curtailment
Charges for each Seasonal Capacity Performance Resource for a Delivery Year shall not exceed
a Non-Performance Charge Limit equal to 1.5 times the RPM Base Residual Auction clearing
price times the number of days in the Delivery Year for the applicable Delivery Year and for the
LDA where the resource resides, times the megawatts of Unforced Capacity committed by such
resource, where such megawatts shall be based on maximum Unforced Capacity committed up
through the end of the month in which the Performance Assessment Interval or Non-PAI Event
occurs, times the number of days in the season applicable to such resource.

(2) Revenues collected from assessment of Non-Performance Charges for a
Performance Assessment Interval shall be distributed to each Market Participant, whether or not
such Market Participant committed a Capacity Resource or Locational UCAP for a Performance
Assessment Interval, that provided energy or load reductions above the levels expected for such
resource during such interval. For purposes of this provision, the performance expected of a
resource, and the revenue distribution payment, if any, for a resource, shall be determined in
accordance with the following formulae:

Formula 1: Market Participant Bonus Performance = Actual Performance — Expected
Performance

and
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Formula 2: Performance Payment = (Market Participant Bonus Performance / All Market
Participants Bonus Performance) * Non-Performance Charge Revenues.

Where the result of Formula 1 is a positive number and where:

Actual Performance is as defined in subsection (c), provided, however, that Actual
Performance for purposes of this calculation shall not exceed the megawatt level at which
such resource was scheduled by the Office of the Interconnection during the Performance
Assessment Intervals; and provided further that Actual Performance for a Market
Participant that imports energy into the PJM Region during such Performance
Assessment Interval shall be the net import, if any, from all interchange transactions
scheduled by such Market Participant during such Performance Assessment Interval;

Expected Performance is as defined in subsection (c), provided, however, that for
purposes of this calculation, Expected Performance shall be zero for any resource that is
not a Capacity Resource or Locational UCAP, or that is a Capacity Resource or
Locational UCAP, but for which the Performance Assessment Interval occurs outside the
resource’s capacity obligation period; and

All Market Participants Bonus Performance is the sum of the results of calculating
Formula 1 of this subsection (g) for all Market Participants that have Bonus Performance
during such Performance Assessment Interval.

(h) The provisions of this section 10A shall apply during the 2016/2017 Delivery
Year, provided that:

(1) Non-Performance Charges shall be determined solely for and assessed
solely on, Capacity Performance Resources committed for such Delivery
Year;

(i1) The Non-Performance Charge shall be 0.5 times the Non-Performance
Charge calculated under subsection (e) hereof; and

(ii1))  The Non-Performance Charge Limit for a Delivery Year shall be 0.75
times Net Cost of New Entry times the megawatts of Unforced Capacity
committed by such resource times 365.

(1) The provisions of this section 10A shall apply during the 2017/2018 Delivery
Year, provided that:

(1) Non-Performance Charges shall be determined solely for, and assessed
solely on, Capacity Performance Resources committed for such Delivery
Year;

(11) The Non-Performance Charge shall be 0.6 times the Non-Performance
Charge calculated under subsection (e) hereof; and
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(ii1)  The Non-Performance Charge Limit for a Delivery Year shall be 0.9 times
Net Cost of New Entry times the megawatts of Unforced Capacity
committed by such resource times 365.

)] The Office of the Interconnection shall bill charges and credits for performance during
Performance Assessment Intervals within three calendar months after the calendar month that
included such Performance Assessment Intervals, provided, for any Non-Performance Charge,
the amount shall be divided by the number of months remaining in the Delivery Year for which
no invoice has been issued, and the resulting amount shall be invoiced each such remaining
month in the Delivery Year. Notwithstanding, if there are less than six months remaining in the
current Delivery Year for which no invoice has been issued, the Office of the Interconnection
may, with prior notice to PJM Members, allocate in equal amounts any Non-Performance Charge
in the remaining monthly bills for the current Delivery Year plus up to six monthly bills into the
following Delivery Year for all Capacity Market Sellers that incur such a Non-Performance
Charge (but in no event shall the total Non-Performance Charge be divided in more than nine
monthly bills). Provided, for any Non-Performance Charges associated with Performance
Assessment Intervals from December 23, 2022 and December 24, 2022, a Capacity Market
Seller may elect, by providing notice to the Office of Interconnection by March 17, 2023, to
divide the total amount of Non-Performance Charges by either (i) the number of remaining
monthly bills in the current Delivery Year (i.e., 3 bills) or (ii) the number of remaining monthly
bills in the current Delivery Year plus six additional monthly bills into the following Delivery
Year (i.e., 9 bills); provided further, however, that for an election under subsection (ii) above, the
monthly Non-Performance Charge shall be levelized to include interest for the six month period
following the current Delivery Year, such interest amount being determined at the electric
interest rate established by the Federal Energy Regulatory Commission at the time of such
election. All interest collected in accordance with this provision shall be allocated to the total
pool of bonus performance payments and distributed in accordance with Tariff, Attachment DD,
section 10A(g).
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1.4B DER Aggregator Participation Model

(a) DER Aggregators providing capacity using a DER Capacity Aggregation
Resource shall be subject to the Day-ahead Energy Market must-offer requirement described in
Tariff, Attachment K-Appendix, section 1.10.1A(d) and Operating Agreement, Schedule 1,
section 1.10.1A(d), based on the technology of the Component DER within the DER
Aggregation Resource linked to the DER Capacity Aggregation Resource, in accordance with
the PJM Manuals.

(b) DER Aggregation Resources are subject to offer price cap and associated three
pivotal supplier test provisions of Operating Agreement, Schedule 1, section 6.4.

(c) A DER Capacity Aggregation Resource shall be subject to a MOPR Floor Offer
Price in accordance with the provisions applicable to MOPR Floor Offer Price for Generation
Capacity Resources, as described in Tariff, Attachment DD, section 5.14(h-2), and Market Seller
Offer Cap for Generation Capacity Resources in a manner consistent with the provisions
applicable to Market Seller Offer Cap for Generation Capacity Resources, as described in Tariff,
Attachment DD, section 6-4 and Tariff, Attachment M-Appendix, section ILE, based on the
underlying technology of the Component DER.

A DER Capacity Aggregation Resource may segment offers for the Component DER subject to
mitigation, based on the underlying technology of the Component DER in the DER Capacity
Aggregation Resource, and further described in the PJM Manuals.

If a DER Capacity Aggregation Resource is subject to the Minimum Floor Offer Price pursuant
to Tariff, Attachment DD, sections 5.14(h-2), the Capacity Market Seller that owns or controls
such resources may submit a Sell Offer with a Minimum Floor Offer Price of no lower than the
MW-weighted average of the applicable MOPR Floor Offer Prices (zero if not applicable) of the
aggregated resources in such Sell Offer.

(d) Projected PJM Market Revenues for DER Capacity Aggregation Resources

subject to the Minimum Floor Offer Price or Market Seller Offer Cap shall be determined in
accordance with Tariff, Attachment DD, section 6.8(d).
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ARTICLE 1 - DEFINITIONS

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

Accredited UCAP:

“Accredited UCAP” shall mean the quantity of Unforced Capacity, as denominated in Effective
UCAP, that an ELCC Resource is capable of providing in a given Delivery Year.

Accredited UCAP Factor:

“Accredited UCAP Factor” shall mean, through the 2024/2025 Delivery Year, one minus
EFORJ, and for 2025/2026 Delivery Year and subsequent Delivery Years, the ratio of the
Capacity Resource’s Accredited UCAP to the Capacity Resource’s installed capacity.

Agreement:

“Agreement” shall mean this Reliability Assurance Agreement, together with all Schedules
hereto, as amended from time to time.

Annual Demand Resource:

“Annual Demand Resource” shall mean a resource that is placed under the direction of the
Office of the Interconnection during the Delivery Year, and will be available for an unlimited
number of interruptions during such Delivery Year by the Office of the Interconnection, and will
be capable of maintaining each such interruption between the hours of 10:00AM to 10:00PM
Eastern Prevailing Time for the months of June through October and the following May, and
6:00AM through 9:00PM Eastern Prevailing Time for the months of November through April
unless there is an Office of the Interconnection approved maintenance outage during October
through April. The Annual Demand Resource must be available in the corresponding Delivery
year to be offered for sale or Self-Supplied in an RPM Auction, or included as an Annual
Demand Resource in an FRR Capacity Plan for the corresponding Delivery Year.

Annual Energy Efficiency Resource:

“Annual Energy Efficiency Resource” shall mean a project, including installation of more
efficient devices or equipment or implementation of more efficient processes or systems,
meeting the requirements of Reliability Assurance Agreement, Schedule 6 and exceeding then-
current building codes, appliance standards, or other relevant standards, designed to achieve a
continuous (during the summer and winter periods described in such Schedule 6 and the PIM
Manuals) reduction in electric energy consumption that is not reflected in the peak load forecast
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prepared for the Delivery Year for which the Energy Efficiency Resource is proposed, and that is
fully implemented at all times during such Delivery Year, without any requirement of notice,
dispatch, or operator intervention.

Applicable Regional Entity:
“Applicable Regional Entity” shall have the same meaning as in the PJM Tariff.
Base Capacity Demand Resource:

“Base Capacity Demand Resource” shall mean, for the 2018/2019 and 2019/2020 Delivery
Years, a resource that is placed under the direction of the Office of the Interconnection and that
will be available June through September of a Delivery Year, and will be available to the Office
of the Interconnection for an unlimited number of interruptions during such months, and will be
capable of maintaining each such interruption for at least a 10-hour duration between the hours
of 10:00AM to 10:00PM Eastern Prevailing Time. The Base Capacity Demand Resource must
be available June through September in the corresponding Delivery Year to be offered for sale or
self-supplied in an RPM Auction, or included as a Base Capacity Demand Resource in an FRR
Capacity Plan for the corresponding Delivery Year.

Base Capacity Energy Efficiency Resource:

“Base Capacity Energy Efficiency Resource” shall mean, for the 2018/2019 and 2019/2020
Delivery Years, a project, including installation of more efficient devices or equipment or
implementation of more efficient processes or systems, meeting the requirements of RAA,
Schedule 6 and exceeding then-current building codes, appliance standards, or other relevant
standards, designed to achieve a continuous (during the summer peak periods as described in
Reliability Assurance Agreement, Schedule 6 and the PJM Manuals) reduction in electric energy
consumption that is not reflected in the peak load forecast prepared for the Delivery Year for
which the Base Capacity Energy Efficiency Resource is proposed, and that is fully implemented
at all times during such Delivery Year, without any requirement of notice, dispatch, or operator
intervention.

Base Capacity Resource:

“Base Capacity Resource” shall have the same meaning as in Tariff, Attachment DD.
Base Residual Auction:

“Base Residual Auction” shall have the same meaning as in Tariff, Attachment DD.
Behind The Meter Generation:

“Behind The Meter Generation” shall refer to a generating unit that delivers energy to load

without using the Transmission System or any distribution facilities (unless the entity that owns
or leases the distribution facilities consented to such use of the distribution facilities and such
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consent has been demonstrated to the satisfaction of the Office of the Interconnection; provided,
however, that Behind The Meter Generation does not include (i) at any time, any portion of such
generating unit’s capacity that is designated as a Generation Capacity Resource or DER Capacity
Aggregation Resource or (ii) in any hour, any portion of the output of such generating unit that is
sold to another entity for consumption at another electrical location or into the PJM Interchange
Energy Market.

Black Start Capability:

“Black Start Capability” shall mean the ability of a generating unit or station to go from a
shutdown condition to an operating condition and start delivering power without assistance from
the power system.

Capacity Emergency Transfer Objective (CETO):

“Capacity Emergency Transfer Objective” or “CETO” shall mean, through the 2024/2025
Delivery Year, the amount of electric energy that a given area must be able to import in order to
remain within a loss of load expectation of one event in 25 years when the area is experiencing a
localized capacity emergency, as determined in accordance with the PJM Manuals. Without
limiting the foregoing, CETO shall be, for Delivery Years through 2024/2025, calculated based
in part on EFORD determined in accordance with Reliability Assurance Agreement, Schedule 5,
Paragraph C. Beginning with the 2025/2026 Delivery Year, CETO shall mean the amount of
electric energy that a given area must be able to import in order to satisfy a normalized expected
unserved energy for the area that is equal to forty percent of the normalized expected unserved
energy for the RTO when at the annual reliability criteria, where normalized expected unserved
energy is the expected unserved energy (for the area or RTO, as appropriate) divided by the
forecasted annual energy (for the area or RTO, as appropriate), when the area is experiencing a
localized capacity emergency, as determined in accordance with the PJM Manuals.

Capacity Emergency Transfer Limit (CETL):

Capacity Emergency Transfer Limit” or “CETL” shall mean the capability of the transmission
system to support deliveries of electric energy to a given area experiencing a localized capacity
emergency as determined in accordance with the PJM Manuals.

Capacity Import Limit:

For any Delivery Year up to and including the 2019/2020 Delivery Year, “Capacity Import
Limit” shall mean, (a) for the PJIM Region, (1) the maximum megawatt quantity of external
Generation Capacity Resources that PIM determines for each Delivery Year, through appropriate
modeling and the application of engineering judgment, the transmission system can receive, in
aggregate at the interface of the PJM Region with all external balancing authority areas and
deliver to load in the PJM Region under capacity emergency conditions without violating
applicable reliability criteria on any bulk electric system facility of 100kV or greater, internal or
external to the PJM Region, that has an electrically significant response to transfers on such
interface, minus (2) the then-applicable Capacity Benefit Margin; and (b) for certain source
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zones identified in the PJM manuals as groupings of one or more balancing authority areas, (1)
the maximum megawatt quantity of external Generation Capacity Resources that PJIM
determines the transmission system can receive at the interface of the PJM Region with each
such source zone and deliver to load in the PJM Region under capacity emergency conditions
without violating applicable reliability criteria on any bulk electric system facility of 100kV or
greater, internal or external to the PJM Region, that has an electrically significant response to
transfers on such interface, minus the then-applicable Capacity Benefit Margin times (2) the ratio
of the maximum import quantity from each such source zone divided by the PJM total maximum
import quantity. As more fully set forth in the PJM Manuals, PJM shall make such
determination based on the latest peak load forecast for the studied period, the same computer
simulation model of loads, generation and transmission topography employed in the
determination of Capacity Emergency Transfer Limit for such Delivery Year, including external
facilities from an industry standard model of the loads, generation, and transmission topography
of the Eastern Interconnection under peak conditions. PJM shall specify in the PJM Manuals the
areas and minimum distribution factors for identifying monitored bulk electric system facilities
that have an electrically significant response to such transfers on the PJM interface. Employing
such tools, PJM shall model increased power transfers from external areas into PJM to determine
the transfer level at which one or more reliability criteria is violated on any monitored bulk
electric system facilities that have an electrically significant response to such transfers. For the
PJM Region Capacity Import Limit, PJM shall optimize transfers from other source areas not
experiencing any reliability criteria violations as appropriate to increase the Capacity Import
Limit. The aggregate megawatt quantity of transfers into PJM at the point where any increase in
transfers on the interface would violate reliability criteria will establish the Capacity Import
Limit. Notwithstanding the foregoing, a Capacity Resource located outside the PJM Region
shall not be subject to the Capacity Import Limit if the Capacity Market Seller seeks an
exception thereto by demonstrating to PJM, by no later than five (5) business days prior to the
commencement of the offer period for the relevant RPM Auction, that such resource meets all of
the following requirements:

(1) it has, at the time such exception is requested, met all applicable requirements to
be pseudo-tied into the PJM Region, or the Capacity Market Seller has committed in writing that
it will meet such requirements, unless prevented from doing so by circumstances beyond the
control of the Capacity Market Seller, prior to the relevant Delivery Year;

(i1) at the time such exception is requested, it has long-term firm transmission service
confirmed on the complete transmission path from such resource into PJM; and

(i) it is, by written commitment of the Capacity Market Seller, subject to the same
obligations imposed on Generation Capacity Resources located in the PJM Region by Tariff,
Attachment DD, section 6.6 to offer their capacity into RPM Auctions; provided, however, that
(a) the total megawatt quantity of all exceptions granted hereunder for a Delivery Year, plus the
Capacity Import Limit for the applicable interface determined for such Delivery Year, may not
exceed the total megawatt quantity of Network External Designated Transmission Service on
such interface that PJM has confirmed for such Delivery Year; and (b) if granting a qualified
exception would result in a violation of the rule in clause (a), PJM shall grant the requested
exception but reduce the Capacity Import Limit by the quantity necessary to ensure that the total
quantity of Network External Designated Transmission Service is not exceeded.
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Capacity Only Option:

“Capacity Only Option” shall mean participation in Emergency Load Response Program or Pre-
Emergency Program which allows, pursuant to Tariff, Attachment DD and as applicable, a
capacity payment for the ability to reduce load during a pre-emergency or emergency event.

Capacity Performance Resource:
“Capacity Performance Resource” shall have the same meaning as in Tariff, Attachment DD.
Capacity Resources:

“Capacity Resources” shall mean megawatts of (i) net capacity from Existing Generation
Capacity Resources or Planned Generation Capacity Resources meeting the requirements of the
Reliability Assurance Agreement, Schedules 9 and Reliability Assurance Agreement, Schedule
10 that are or will be owned by or contracted to a Party and that are or willmay be committed to
satisfy that Party's obligations under the Reliability Assurance Agreement, or to satisfy the
reliability requirements of the PJM Region, for a Delivery Year; (ii) net capacity from Existing
Generation Capacity Resources or Planned Generation Capacity Resources not owned or
contracted for by a Party which are accredited to the PJM Region pursuant to the procedures set
forth in such Schedules 9 and 10; or (iii) load reduction capability provided by Demand
Resources or Energy Efficiency Resources that are accredited to the PIM Region pursuant to the
procedures set forth in the Reliability Assurance Agreement, Schedule 6; or (iv) generation and
load reduction capability provided by a DER Capacity Aggregation Resource, pursuant to the
procedures set forth in the Reliability Assurance Agreement, Schedule 6.2 and the PJM Manuals.

Capacity Resource Provider:

“Capacity Resource Provider” shall mean a Member that (1) owns, or has the contractual
authority to control the output of, a Generation Capacity Resource, that has not transferred such
authority to another entity; (2) or a DER Aggregator that has a contractual relationship to use a
Component DER within a DER Aggregation Resource that is linked to a DER Capacity
Aggregation Resource.

Capacity Storage Resource Class:

“Capacity Storage Resource Class” shall mean the ELCC Classes specified in Schedules 9.1 and
9.2, section B of this Agreement, each of which is composed of (1) Capacity Storage Resources
with the same specified characteristic duration of 4, 6, 8, and 10 hours or; (2) storage device
Component DER. The characteristic duration of an Energy Storage Resource Class is the ratio of
the modeled MWh energy storage capability of members of the class to the modeled MW power
capability of members of the class.

Capacity Transfer Right:
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“Capacity Transfer Right” shall have the meaning specified in Tariff, Attachment DD.
Coal Class:

“Coal Class” shall mean an ELCC Class consisting of Unlimited Resources primarily
fueled by coal.

Combination Resource:

“Combination Resource” shall mean a Generation Capacity Resource, or a generation
Component DER within a DER Aggregation Resource that is linked to a DER Capacity
Aggregation Resource, that has a component that has the characteristics of a Limited Duration
Resource combined with (i) a component that has the characteristics of an Unlimited Resource or
(i1) a component that has the characteristics of a Variable Resource.

Compliance Aggregation Area (CAA):
“Compliance Aggregation Area” or “CAA” shall have the same meaning as in the Tariff.
Complex Hybrid Class:

“Complex Hybrid Class” shall mean an ELCC Class composed of Combination Resources that
combine three or more components, whereby one component is a class of Limited Duration
Resource, and the other components are different Variable Resource classes, and such
Combination Resources cannot be included in any other Combination Resource class. A resource
that is a member of a Complex Hybrid Class has a single Point Of Interconnection, unless the
resource is controlled in an integrated fashion, is at a single site, and is approved by PJM to be
considered a single resource in accordance with the PJM Manuals.

Consolidated Transmission Owners Agreement, PJM Transmission Owners Agreement or
Transmission Owners Agreement:

“Consolidated Transmission Owners Agreement,” “PJM Transmission Owners Agreement” or
“Transmission Owners Agreement” shall mean that 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.

Control Area:
“Control Area” shall mean an electric power system or combination of electric power systems

bounded by interconnection metering and telemetry to which a common generation control
scheme is applied in order to:
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(a) match the power output of the generators within the electric power system(s) and
energy purchased from entities outside the electric power system(s), with the load within the
electric power system(s);

(b) maintain scheduled interchange with other Control Areas, within the limits of
Good Utility Practice;

(c)  maintain the frequency of the electric power system(s) within reasonable limits in
accordance with Good Ultility Practice and the criteria of NERC and each Applicable Regional
Entity;

(d) maintain power flows on transmission facilities within appropriate limits to
preserve reliability; and

(e) provide sufficient generating capacity to maintain operating reserves in
accordance with Good Utility Practice.

Daily Unforced Capacity Obligation:

“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving
Entity during the Delivery Year, determined in accordance with the Reliability Assurance
Agreement, Schedule 8 or, as to an FRR Entity, in the Reliability Assurance Agreement,
Schedule 8.1.

Delivery Year:

“Delivery Year” shall mean a Planning Period for which a Capacity Resource is committed
pursuant to the auction procedures specified in Tariff, Attachment DD or pursuant to an FRR
Capacity Plan under RAA, Schedule 8.1.

Demand Resource (DR):

“Demand Resource” or “DR” shall mean a Limited Demand Resource, Extended Summer
Demand Resource, Annual Demand Resource, Base Capacity Demand Resource or Summer-
Period Demand Resource with a demonstrated capability to provide a reduction in demand or
otherwise control load in accordance with the requirements of RAA, Schedule 6 that offers and
that clears load reduction capability in a Base Residual Auction or Incremental Auction or that is
committed through an FRR Capacity Plan.

Demand Resource Factor or DR Factor:
“Demand Resource Factor” or “DR Factor” shall mean, for Delivery Years through May 31,
2018, that factor approved from time to time by the PJM Board used to determine the unforced

capacity value of a Demand Resource in accordance with Reliability Assurance Agreement,
Schedule 6

Page 62



Demand Resource Officer Certification Form:

“Demand Resource Officer Certification Form” shall mean a certification as to an intended
Demand Resource Sell Offer, in accordance with Reliability Assurance Agreement, Schedule 6
and Reliability Assurance Agreement, Schedule 8.1 and the PJM Manuals.

Demand Resource Registration:

“Demand Resource Registration” shall mean a registration in the Full Program Option or
Capacity Only Option of the Emergency or Pre-Emergency Load Resource Program in
accordance with Tariff, Attachment K-Appendix, section 8.

Demand Resource Sell Offer Plan:

“Demand Resource Sell Offer Plan” shall mean the plan required by Reliability Assurance
Agreement, Schedule 6 and Reliability Assurance Agreement, Schedule 8.1 in support of an
intended offer of Demand Resources in an RPM Auction, or an intended inclusion of Demand
Resources in an FRR Capacity Plan.

Diesel Utility Class:

"Diesel Utility Class" shall mean an ELCC Class consisting of Unlimited Resources of the diesel
technology type that is not primarily fueled by landfill gas.

DER Aggregator Officer Certification Form:

“DER Aggregator Officer Certification Form” shall mean a DER Aggregator’s certification as to
an intended DER Capacity Aggregation Resource Sell Offer, in accordance with Reliability
Assurance Agreement, Schedule 6.2 and Reliability Assurance Agreement, Schedule 8.1 and the
PJM Manuals.

DER Capacity Aggregation Resource Sell Offer Plan:

“DER Capacity Aggregation Resource Sell Offer Plan” shall mean the plan required by
Reliability Assurance Agreement, Schedule 6.2 and Reliability Assurance Agreement, Schedule
8.1 in support of an intended offer of a DER Capacity Aggregation Resource in an RPM
Auction, or an intended inclusion of a DER Capacity Aggregation Resource in an FRR Capacity
Plan.

Effective Nameplate Capacity:

“Effective Nameplate Capacity” shall mean (i) for each Variable Resource and Combination
Resource that is a Generation Capacity Resource, the resource’s Maximum Facility Output (or,
for a Co-Located Resource, the applicable share of the Mixed Technology Facility’s Maximum
Facility Output); (i1) for each Variable Resource and Combination Resource, that is an individual
Component DER within a DER Aggregation Resource that is linked to a DER Capacity
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Aggregation Resource, the device’s maximum energy production capability, as defined by the
resource’s state interconnection agreement; or (iii) for each Limited Duration Resource, the
sustained level of output that the device can provide and maintain over a continuous period,
whereby the duration of that continuous period matches the characteristic duration of the
corresponding ELCC Class, with consideration given to ambient conditions expected to exist at
the time of PJM system peak load, to the extent that such conditions impact such resource’s
capability, not to exceed the Maximum Facility Output (or, for a Co-Located Resource, the
applicable share of the Mixed Technology Facility’s Maximum Facility Output). For the
2025/2026 Delivery Year and subsequent Delivery Years, the Effective Nameplate Capacity of
each Limited Duration Resource shall not exceed the greater of the Capacity Interconnection
Rights of such Limited Duration Resource, or the transitional system capability as limited by the
transitional resource MW ceiling as defined in the PJM Manuals, awarded for the applicable
Delivery Year.

Effective UCAP:

“Effective UCAP” shall mean a unit of measure that represents the capacity product transacted in
the Reliability Pricing Model and included in FRR Capacity Plans. One megawatt of Effective
UCAP has the same capacity value of one megawatt of Unforced Capacity.

ELCC Class:

“ELCC Class” shall mean a defined group of ELCC Resources that share a common set of
operational characteristics and for which effective load carrying capability analysis, as set forth
in RAA, Schedules 9.1 and 9.2, will establish a unique ELCC Class UCAP and corresponding
ELCC Class Rating(s). ELCC Classes shall be defined in the Schedules 9.1 and 9.2, section B of
this Agreement. Members of an ELCC Class shall share a common method of calculating the
ELCC Resource Performance Adjustment, provided that the individual ELCC Resource
Performance Adjustment values will generally differ among ELCC Resources.

ELCC Class Rating:

“ELCC Class Rating” shall mean the rating factor, based on effective load carrying capability
analysis, that applies to ELCC Resources that are members of an ELCC Class as part of the
calculation of their Accredited UCAP.

ELCC Class UCAP:

“ELCC Class UCAP” shall mean the aggregate Effective UCAP all modeled ELCC Resources in
a given ELCC Class are capable of providing in a given Delivery Year.

ELCC Portfolio UCAP:

“ELCC Portfolio UCAP” shall mean the aggregate Effective UCAP that all modeled ELCC
Resources are capable of providing in a given Delivery Year.
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ELCC Resource:

“ELCC Resource” shall mean a Component DER within a DER Aggregation Resource that is
linked to a DER Capacity Aggregation Resource, a Generation Capacity Resource or a Demand
Resource.

ELCC Resource Performance Adjustment:

“ELCC Resource Performance Adjustment” shall mean the performance of a specific ELCC
Resource relative to the aggregate performance of the ELCC Class to which it belongs as further
described in RAA, Schedule 9.1, section F and RAA, Schedule 9.2, section D.

Electric Cooperative:

“Electric Cooperative” shall mean an entity owned in cooperative form by its customers that is
engaged in the generation, transmission, and/or distribution of electric energy.

Electric Distributor:

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

Emergency:

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

End-Use Customer:

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

Energy Efficiency Resource:

“Energy Efficiency Resource” shall mean a project, including installation of more efficient
devices or equipment or implementation of more efficient processes or systems, meeting the
requirements of RAA, Schedule 6 and exceeding then-current building codes, appliance
standards, or other relevant standards, designed to achieve a continuous (during the periods
described in Reliability Assurance Agreement, Schedule 6 and the PJM Manuals) reduction in
electric energy consumption that is not reflected in the peak load forecast prepared for the
Delivery Year for which the Energy Efficiency Resource is proposed, and that is fully
implemented at all times during such Delivery Year, without any requirement of notice, dispatch,
or operator intervention. Annual Energy Efficiency Resources, Base Capacity Energy Efficiency
Resources and Summer-Period Energy Efficiency Resources are types of Energy Efficiency
Resources.

Exigent Water Storage:

“Exigent Water Storage” shall mean water stored in the pondage or reservoir of a hydropower
resource which is not typically available during normal operating conditions (as those conditions
are described in the relevant FERC hydropower license), but which can be drawn upon during
emergency conditions (as described in the FERC hydropower license), including in order to
avoid a load shed. In an effective load carrying capability analysis, exigent storage capability
from an upstream hydro facility can be considered relative to a downstream hydro facility by
assessing cascading storage and flows.

Existing Demand Resource:

“Existing Demand Resource” shall mean a Demand Resource for which the Demand Resource
Provider has identified existing end-use customer sites that are registered for the current Delivery
Year with PJM (even if not registered by such Demand Resource Provider) and that the Demand
Resource Provider reasonably expects to have under a contract to reduce load based on PJM
dispatch instructions by the start of the Delivery Year for which such resource is offered.

Existing DER Capacity Aggregation Resource:

“Existing DER Capacity Aggregation Resource” shall mean a DER Capacity Aggregation
Resource for which the DER Aggregator has identified existing Component DER that are
registered in a DER Capacity Aggregation Resource for the current Delivery Year with PJM
(even if not registered by such DER Aggregator) and that the DER Aggregator reasonably
expects to have under a contract to generate or reduce load based on PJM dispatch instructions
by the start of the Delivery Year for which such DER Capacity Aggregation Resource is offered.

Existing Generation Capacity Resource:
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“Existing Generation Capacity Resource” shall mean, for purposes of the must-offer requirement
and mitigation of offers for any RPM Auction for a Delivery Year, a Generation Capacity
Resource that, as of the date on which bidding commences for such auction: (a) is in service; or
(b) is not yet in service, but has cleared any RPM Auction for any prior Delivery Year. A
Generation Capacity Resource shall be deemed to be in service if interconnection service has
ever commenced (for resources located in the PIM Region), or if it is physically and electrically
interconnected to an external Control Area and is in full commercial operation (for resources not
located in the PIM Region). The additional megawatts of a Generation Capacity Resource that is
being, or has been, modified to increase the number of megawatts of available installed capacity
thereof shall not be deemed to be an Existing Generation Capacity Resource until such time as
those megawatts (a) are in service; or (b) are not yet in service, but have cleared any RPM
Auction for any prior Delivery Year or has cleared a prior RPM Auction associated with the
same Delivery Year in which the resource is to be offered in an Incremental Auction.

Extended Summer Demand Resource:

“Extended Summer Demand Resource” shall mean, for Delivery Years through May 31, 2018,
and for FRR Capacity Plans Delivery Years through May 31, 2019, a resource that is placed
under the direction of the Office of the Interconnection and that will be available June through
October and the following May, and will be available for an unlimited number of interruptions
during such months by the Office of the Interconnection, and will be capable of maintaining each
such interruption for at least a 10-hour duration between the hours of 10:00AM to 10:00PM
Eastern Prevailing Time. The Extended Summer Demand Resource must be available June
through October and the following May in the corresponding Delivery Year to be offered for sale
or Self-Supplied in an RPM Auction, or included as an Extended Summer Demand Resource in
an FRR Capacity Plan for the corresponding Delivery Year.

Facilities Study Agreement:

“Facilities Study Agreement” shall have the same meaning as in Tariff, Part VI, section 206.
FERC or Commission:

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

Firm Point-To-Point Transmission Service:

“Firm Point-To-Point Transmission Service” shall have the meaning specified in the Tariff.

Firm Service Level:

“Firm Service Level” or “FSL” of Price Responsive Demand shall mean the level, determined at
a PRD Substation level, to which Price Responsive Demand shall be reduced during the Delivery
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Year when the Locational Marginal Price exceeds the price associated with such Price
Responsive Demand identified by the PRD Provider in its PRD Plan. “Firm Service Level” or
“FSL” of Demand Resource shall mean the pre-determined level to which an end-use customer’s
load shall be reduced, upon notification from the Curtailment Service Provider’s market
operations center or its agent.

Firm Transmission Service:

“Firm Transmission Service” shall mean transmission service that is intended to be available at
all times to the maximum extent practicable, subject to an Emergency, an unanticipated failure of
a facility, or other event beyond the control of the owner or operator of the facility or the Office
of the Interconnection.

Fixed Resource Requirement Alternative or FRR Alternative:

“Fixed Resource Requirement Alternative” or “FRR Alternative” shall mean an alternative
method for a Party to satisfy its obligation to provide Unforced Capacity hereunder, as set forth
in the Reliability Assurance Agreement, Schedule 8.1.

Fixed-Tilt Solar Class:

“Fixed-Tilt Solar Class” shall mean an ELCC Class consisting of Variable Resources that
produce electrical energy with solar panels that are primarily mounted in a fixed orientation.

Forecast Pool Requirement:

“Forecast Pool Requirement” or “FPR” shall mean the amount equal to one plus the unforced
reserve margin (stated as a decimal number) for the PJM Region required pursuant to this
Reliability Assurance Agreement, as approved by the PJM Board pursuant to Reliability
Assurance Agreement, Schedule 4.1.

FRR Capacity Plan or FRR Plan:

“FRR Capacity Plan” or “FRR Plan” shall mean a long-term plan for the commitment of
Capacity Resources and Price Responsive Demand to satisfy the capacity obligations of a Party
that has elected the FRR Alternative, as more fully set forth in the Reliability Assurance
Agreement, Schedule 8.1.

FRR Entity:

“FRR Entity” shall mean, for the duration of such election, a Party that has elected the FRR
Alternative hereunder.

FRR Service Area:

Page 68



“FRR Service Area” shall mean (a) the service territory of an IOU as recognized by state law,
rule or order; (b) the service area of a Public Power Entity or Electric Cooperative as recognized
by franchise or other state law, rule, or order; or (c) a separately identifiable geographic area that
is: (1) bounded by wholesale metering, or similar appropriate multi-site aggregate metering, that
is visible to, and regularly reported to, the Office of the Interconnection, or that is visible to, and
regularly reported to an Electric Distributor and such Electric Distributor agrees to aggregate the
load data from such meters for such FRR Service Area and regularly report such aggregated
information, by FRR Service Area, to the Office of the Interconnection; and (ii) for which the
FRR Entity has or assumes the obligation to provide capacity for all load (including load growth)
within such area. In the event that the service obligations of an Electric Cooperative or Public
Power Entity are not defined by geographic boundaries but by physical connections to a defined
set of customers, the FRR Service Area in such circumstances shall be defined as all customers
physically connected to transmission or distribution facilities of such Electric Cooperative or
Public Power Entity within an area bounded by appropriate wholesale aggregate metering as
described above.

Full Program Option:

“Full Program Option” shall mean participation in Emergency Load Response Program or Pre-
Emergency Program which allows, pursuant to Tariff, Attachment DD and as applicable, (i) an
energy payment for load reductions during a pre-emergency or emergency event, and (ii) a
capacity payment for the ability to reduce load during a pre-emergency or emergency event.

Full Requirements Service:

“Full Requirements Service” shall mean wholesale service to supply all of the power needs of a
Load Serving Entity to serve end-users within the PJM Region that are not satisfied by its own
generating facilities.

Gas Combined Cycle Class:

“Gas Combined Cycle Class” shall mean an ELCC Class consisting of Unlimited Resources of
the combined cycle technology type that is primarily fueled by natural gas, but does not meet the
requirements to be included in the Gas Combined Cycle Dual Fuel Class.

Gas Combined Cycle Dual Fuel Class:

“Gas Combined Cycle Dual Fuel Class” shall mean an ELCC Class consisting of Unlimited
Resources of the combined cycle technology type that is primarily fueled by natural gas, and that
attests that it has the capability to start independently using onsite sources and operate
independently on alternate onsite fuel source(s) up to its maximum capacity level during the
winter season of the applicable Delivery Year in which it is providing capacity, and capable of
operating on the alternate fuel for two 16-hour periods over two consecutive days at its
maximum capacity level.

Gas Combustion Turbine Class:
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“Gas Combustion Turbine Class” shall mean an ELCC Class consisting of Unlimited Resources
of the combustion turbine technology type that is primarily fueled by natural gas, but does not
meet the requirements to be included in the Gas Combustion Turbine Dual Fuel Class.

Gas Combustion Turbine Dual Fuel Class:

“Gas Combustion Turbine Dual Fuel Class” shall mean an ELCC Class consisting of Unlimited
Resources of the combustion turbine technology type that is primarily fueled by natural gas, and
attests that it has the capability to start independently using onsite sources and operate
independently on alternate onsite fuel source(s) up to its maximum capacity level during the
winter season of the applicable Delivery Year in which it is providing capacity, and capable of
operating on the alternate fuel for two 16-hour periods over two consecutive days at its
maximum capacity level.

Generation Capacity Resource:

“Generation Capacity Resource” shall mean a Generating Facility, or the contractual right to
capacity from a specified Generating Facility, that meets the requirements of RAA, Schedule 9
and RAA, Schedule 10, and, for Generating Facilities that are committed to an FRR Capacity
Plan, that meets the requirements of RAA, Schedule 8.1. A Generation Capacity Resource may
be an Existing Generation Capacity Resource or a Planned Generation Capacity Resource.

Generation Owner:

“Generation Owner” shall mean a Member that owns or leases with rights equivalent to
ownership, or otherwise controls and operates one or more operating generation resources
located in the PJM Region. The foregoing notwithstanding, for a planned generation resource to
qualify a Member as a Generation Owner, such resource shall have cleared an RPM auction, and
for Energy Resources, the resource shall have a FERC-jurisdictional interconnection agreement
or wholesale market participation agreement within PJM. Purchasing all or a portion of the
output of a generation resource shall not be sufficient to qualify a Member as a Generation
Owner. For purposes of Members Committee sector classification, a Member that is primarily a
retail end-user of electricity that owns generation may qualify as a Generation Owner if: (1) the
generation resource is the subject of a FERC-jurisdictional interconnection agreement or
wholesale market participation agreement within PJM; (2) the average physical unforced
capacity owned by the Member and its affiliates over the five Planning Periods immediately
preceding the relevant Planning Period exceeds the average PJM capacity obligation of the
Member and its affiliates over the same time period; and (3) the average energy produced by the
Member and its affiliates within PJM over the five Planning Periods immediately preceding the
relevant Planning Period exceeds the average energy consumed by the Member and its affiliates
within PJM over the same time period.

Generator Forced Outage:
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“Generator Forced Outage” shall mean an immediate reduction in output or capacity or removal
from service, in whole or in part, of a generating unit by reason of an Emergency or threatened
Emergency, unanticipated failure, or other cause beyond the control of the owner or operator of
the facility, as specified in the relevant portions of the PJM Manuals. A reduction in output or
removal from service of a generating unit in response to changes in market conditions shall not
constitute a Generator Forced Outage.

Generator Maintenance Outage:

“Generator Maintenance Outage” shall mean the scheduled removal from service, in whole or in
part, of a generating unit in order to perform repairs on specific components of the facility, if
removal of the facility qualifies as a maintenance outage pursuant to the PJM Manuals.

Generator Planned Outage:

“Generator Planned Outage” shall mean the scheduled removal from service, in whole or in part,
of a generating unit for inspection, maintenance or repair with the approval of the Office of the
Interconnection in accordance with the PJIM Manuals.

Good Utility Practice:

“Good Utility Practice” shall mean any of the practices, methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time period,
or any of the practices, methods and acts which, in the exercise of reasonable judgment in light
of the facts known at the time the decision was made, could have been expected to accomplish
the desired result at a reasonable cost consistent with good business practices, reliability, safety
and expedition. Good Utility Practice is not intended to be limited to the optimum practice,
method, or act to the exclusion of all others, but rather is intended to include acceptable
practices, methods, or acts generally accepted in the region; including those practices required by
Federal Power Act Section 215(a)(4).

Hybrid Resource Class:

“Hybrid Resource Class” shall mean the ELCC Classes specified in RAA Schedules 9.1 and 9.2
Section B. Each Hybrid Resource Class has a specified combination of two components,
whereby, absent being part of a Combination Resource, the individual components would be in a
Capacity Storage Resource Class, a Variable Resource Class or would be an Unlimited
Resource. A resource that is a member of a Hybrid Resource Class has a single Point Of
Interconnection, unless the resource is controlled in an integrated fashion, is at a single site, and
is approved by PJM to be considered a single resource in accordance with the PJM Manuals.

Hydropower With Non-Pumped Storage:
“Hydropower With Non-Pumped Storage” shall mean a hydropower facility that can capture and

store incoming stream flow, without use of pumps, in pondage or a reservoir, and the Generation
Owner has the ability, within the constraints available in the applicable operating license, to exert
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material control over the quantity of stored water and output of the facility throughout an
Operating Day.

Hydropower With Non-Pumped Storage Class:

“Hydropower With Non-Pumped Storage Class” shall mean an ELCC Class consisting of
Combination Resources that are Hydropower With Non-Pumped Storage resources.

Incremental Auction:

“Incremental Auction” shall mean any of several auctions conducted for a Delivery Year after
the Base Residual Auction for such Delivery Year and before the first day of such Delivery Year,
including the First Incremental Auction, Second Incremental Auction, Third Incremental
Auction, or Conditional Incremental Auction. Incremental Auctions (other than the Conditional
Incremental Auction), shall be held for the purposes of:

(1) allowing Market Sellers that committed Capacity Resources in the Base Residual
Auction for a Delivery Year, which subsequently are determined to be unavailable
to deliver the committed Unforced Capacity in such Delivery Year (due to
resource retirement, resource cancellation or construction delay, resource
derating, EFORA increase, Accredited UCAP Factor decrease, a decrease in the
Nominated Demand Resource Value of a Planned Demand Resource, delay or
cancellation of a Qualifying Transmission Upgrade, or similar occurrences) to
submit Buy Bids for replacement Capacity Resources; and

(i1) allowing the Office of the Interconnection to reduce or increase the amount of
committed capacity secured in prior auctions for such Delivery Year if, as a result
of changed circumstances or expectations since the prior auction(s), there is,
respectively, a significant excess or significant deficit of committed capacity for
such Delivery Year, for the PJM Region or for an LDA.

Intermittent Hydropower Class:

“Intermittent Hydropower Class” shall mean an ELCC Class consisting of Variable Resources
that are run-of-river hydropower generators that must generally pass incoming water and
therefore cannot appreciably store water to later increase the output of the facility. Resources in
the Intermittent Hydropower Class are not Hydropower with Non-Pumped Storage resources.
I0U:

“IOU” shall mean an investor-owned utility with substantial business interest in owning and/or
operating electric facilities in any two or more of the following three asset categories:

generation, transmission, distribution.

Intermittent Landfill Gas Class:

Page 72



“Intermittent Landfill Gas Class” shall mean an ELCC Class consisting of Variable Resources
fueled by landfill gas that, because of fuel availability patterns, cannot run consistently at
installed capacity levels for 24 or more hours.

Large Load Adjustment:

“Large Load Adjustment” shall mean any MW quantity of adjustments to summer peak load at
the “zone/area” level and summed by Zone as further detailed in PJM Manuals. For purposes of
this definition, a “zone/area” is an area within a Zone for which the relevant Electric Distributor
specifies a separate Obligation Peak Load MW value. A zone/area is a service area of an
Electric Distributor that is a separately identifiable, geographic area bounded by wholesale
metering (e.g., the service territory of an operating company of a Transmission Owner).

Limited Demand Resource:

“Limited Demand Resource” shall mean, for Delivery Years through May 31, 2018, and for FRR
Capacity Plans Delivery Years through May 31, 2019, a resource that is placed under the
direction of the Office of the Interconnection and that will, at a minimum, be available for
interruption for at least 10 Load Management Events during the summer period of June through
September in the Delivery Year, and will be capable of maintaining each such interruption for at
least a 6-hour duration. At a minimum, the Limited Demand Resource shall be available for
such interruptions on weekdays, other than NERC holidays, from 12:00PM (noon) to 8:00PM
Eastern Prevailing Time. The Limited Demand Resource must be available during the summer
period of June through September in the corresponding Delivery Year to be offered for sale or
Self-Supplied in an RPM Auction, or included as a Limited Demand Resource in an FRR
Capacity Plan for the corresponding Delivery Year.

Limited Duration Resource:

“Limited Duration Resource” shall mean a Generation Capacity Resource or a generation
Component DER within a DER Aggregation Resource that is linked to a DER Capacity
Aggregation Resource, that is not a Variable Resource, that is not a Combination Resource, and
that is not capable of running continuously at Maximum Facility Output for 24 hours or longer.
A Capacity Storage Resource is a Limited Duration Resource.

Load Serving Entity or LSE:

“Load Serving Entity” or “LSE” shall mean any entity (or the duly designated agent of such an
entity), including a load aggregator or power marketer, (i) serving end-users within the PJM
Region, and (ii) that has been granted the authority or has an obligation pursuant to state or local
law, regulation or franchise to sell electric energy to end-users located within the PJM Region.
Load Serving Entity shall include any end-use customer that qualifies under state rules or a
utility retail tariff to manage directly its own supply of electric power and energy and use of
transmission and ancillary services.

Locational Reliability Charge:

Page 73



“Locational Reliability Charge” shall mean the charge determined pursuant to RAA, Article 7,
section 2.

Markets and Reliability Committee:

“Markets and Reliability Committee” shall mean the committee established pursuant to the
Operating Agreement as a Standing Committee of the Members Committee.

Maximum Emergency Service Level:

“Maximum Emergency Service Level” or “MESL” of Price Responsive Demand for the
2017/2018 through the 2021/2022 Delivery Years shall mean the level, determined at a PRD
Substation level, to which Price Responsive Demand shall be reduced during the Delivery Year
when a Maximum Generation Emergency is declared and the Locational Marginal Price exceeds
the price associated with such Price Responsive Demand identified by the PRD Provider in its
PRD Plan.

Member:
“Member” shall have the meaning provided in the Operating Agreement.
Members Committee:

“Members Committee” shall mean the committee specified in Operating Agreement, section 8
composed of the representatives of all the Members.

NERC:

“NERC” shall mean the North American Electric Reliability Corporation or any successor
thereto.

Network External Designated Transmission Service:

“Network External Designated Transmission Service” shall mean the quantity of network
transmission service confirmed by PJM for use by a market participant to import power and
energy from an identified Generation Capacity Resource located outside the PJM Region, upon
demonstration by such market participant that it owns such Generation Capacity Resource, has
an executed contract to purchase power and energy from such Generation Capacity Resource, or
has a contract to purchase power and energy from such Generation Capacity Resource contingent
upon securing firm transmission service from such resource.

Network Resources:

“Network Resources” shall have the meaning set forth in the PJM Tariff.
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Network Transmission Service:

“Network Transmission Service” shall mean transmission service provided pursuant to the rates,
terms and conditions set forth in Tariff, Part III or transmission service comparable to such
service that is provided to a Load Serving Entity that is also a Transmission Owner.

Nominal PRD Value:

“Nominal PRD Value” shall mean, as to any PRD Provider, an adjustment, determined in
accordance with Reliability Assurance Agreement, Schedule 6.1, to the peak-load forecast used
to determine the quantity of capacity sought through an RPM Auction, reflecting the aggregate
effect of Price Responsive Demand on peak load resulting from the Price Responsive Demand to
be provided by such PRD Provider.

Nominated Demand Resource Value:

“Nominated Demand Resource Value” shall have the meaning specified in Tariff, Attachment
DD.

Non-Retail Behind the Meter Generation:

“Non-Retail Behind the Meter Generation” shall mean Behind the Meter Generation that is used
by municipal electric systems, electric cooperatives, and electric distribution companies to serve
load.

Nuclear Class:

“Nuclear Class” shall mean an ELCC Class consisting of Unlimited Resources primarily fueled
by nuclear fuel.

Obligation Peak Load:

“Obligation Peak Load” shall have the meaning specified in Reliability Assurance Agreement,
Schedule 8.

Office of the Interconnection:

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

Offshore Wind Class:

“Offshore Wind Class” shall mean an ELCC Class consisting of Variable Resources that produce
electrical energy with offshore wind turbines located in the ocean.
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Onshore Wind Class:

“Onshore Wind Class” shall mean an ELCC Class consisting of Variable Resources that produce
electrical energy using wind turbines and that are not in the Offshore Wind Class.

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

“Operating Agreement of the PJM Interconnection, L.L.C.,” “Operating Agreement” or “PJM
Operating Agreement” shall mean that agreement, dated as of April 1, 1997 and as amended and
restated as of June 2, 1997, including all Schedules, Exhibits, Appendices, addenda or
supplements hereto, as amended from time to time thereafter, among the Members of the PIM
Interconnection, L.L.C, on file with the Commission.

Operating Day:
“Operating Day” shall have the same meaning as provided in the Operating Agreement.
Operating Reserve:

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

Ordinary Water Storage:

“Ordinary Water Storage” shall mean water stored in the pondage or reservoir of a hydropower
resource which is typically available during normal operating conditions pursuant to the FERC
license governing the operation of the hydropower resource.

Other Limited Duration Class:

“Other Limited Duration Class” shall mean the ELCC Classes specified in RAA Schedules 9.1
and 9.2 section B of this Agreement, each of which has a specified characteristic duration and
consists of Limited Duration Resources that are not Capacity Storage Resources. The
characteristic duration of an Other Limited Duration Class is the maximum period of time
represented in the ELCC model that the resources of the class can run at a stated capability.

Other Limited Duration Combination Class:

“Other Limited Duration Combination Class” shall mean the ELCC Classes specified in RAA
Schedules 9.1 and 9.2 section B. Each Other Limited Duration Class has a specified combination
of two components, whereby, absent being part of a Combination Resource, one component
would be in an Other Limited Duration Class, and the other component would be in a Variable
Resource Class or would be an Unlimited Resource. A resource that is a member of an Other
Limited Duration Combination Class has a single Point Of Interconnection, unless the resource is
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controlled in an integrated fashion, is at a single site, and is approved by PJM to be considered a
single resource in accordance with the PJM Manuals.

Other Supplier:

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

Other Unlimited Resource Class:

“Other Unlimited Resource Class” shall mean an ELCC Class consisting of Unlimited Resources
that do not qualify for any other ELCC Class specified in RAA Schedule 9.2, section D.

Other Variable Resource Class:

“Other Variable Resource Class” shall mean an ELCC Class consisting of Variable Resources
that are not in any other Variable Resource class, including Variable Resources that are
composed of multiple components, each of which would be a Variable Resource. A resource
composed of both fixed-tilt solar panels and tracking solar panels is not in this class. A resource
that is a member of a Other Variable Resource Class has a single Point Of Interconnection,
unless the resource is controlled in an integrated fashion, is at a single site, and is approved by
PJM to be considered a single resource in accordance with the PIM Manuals.

Partial Requirements Service:

“Partial Requirements Service” shall mean wholesale service to supply a specified portion, but
not all, of the power needs of a Load Serving Entity to serve end-users within the PJM Region
that are not satisfied by its own generating facilities.

Party:

“Party” shall mean an entity bound by the terms of the Operating Agreement.

Peak Shaving Adjustment:

“Peak Shaving Adjustment” shall mean a load forecast mechanism that allows load reductions by
end-use customers to result in a downward adjustment of the summer load forecast for the
associated Zone. Any End-Use Customer identified in an approved peak shaving plan shall not
also participate in PJM Markets as Price Responsive Demand, Demand Resource, Base Capacity
Demand Resource, Capacity Performance Demand Resource, or Economic Load Response

Participant.

Percentage Internal Resources Required:
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“Percentage Internal Resources Required” shall mean, for purposes of an FRR Capacity Plan, the
percentage of the LDA Reliability Requirement for an LDA that must be satisfied with Capacity
Resources located in such LDA.

Performance Assessment Interval:

“Performance Assessment Interval” shall have the meaning specified in Tariff, Attachment DD.
PJM:

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

PJM Board:

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

PJM Manuals:

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

PJM Region:

“PJM Region” shall have the same meaning as provided in the Operating Agreement.

PJM Region Installed Reserve Margin:

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

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

“PJM Tarift,” “Tariff,” “O.A.T.T., “OATT” or “PJM Open Access Transmission Tariff” shall
mean that certain PJM Open Access Transmission Tariff, including any schedules, appendices,

or exhibits attached thereto, on file with FERC and as amended from time to time thereafter.

Planned Demand Resource:
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“Planned Demand Resource” shall mean any Demand Resource that does not currently have the
capability to provide a reduction in demand or to otherwise control load, but that is scheduled to
be capable of providing such reduction or control on or before the start of the Delivery Year for
which such resource is to be committed, as determined in accordance with the requirements of
Reliability Assurance Agreement, Schedule 6. As set forth in Reliability Assurance Agreement,
Schedule 6 and Reliability Assurance Agreement, Schedule 8.1, a Demand Resource Provider
submitting a DR Sell Offer Plan shall identify as Planned Demand Resources in such plan all
Demand Resources in excess of those that qualify as Existing Demand Resources.

Planned DER Capacity Aggregation Resource:

A “Planned DER Capacity Aggregation Resource” shall mean any DER Capacity Aggregation
Resource that does not currently have the capability to provide generation or reduction in
demand, but that is scheduled to be capable of providing such generation or reduction in demand
on or before the start of the Delivery Year for which such resource is to be committed, as
determined in accordance with the requirements of Reliability Assurance Agreement, Schedule
6.2. As set forth in Reliability Assurance Agreement, Schedule 6.2 and Reliability Assurance
Agreement, Schedule 8.1, a DER Aggregator submitting a DER Capacity Aggregation Resource
Sell Offer Plan shall identify in such plan all DER Capacity Aggregation Resources in excess of
those that qualify as Existing DER Capacity Aggregation Resources. A Planned DER Capacity
Aggregation Resource must comply with all provisions of the DER Aggregator Participation
Model described in Tariff, Attachment K-Appendix, section 1.4B and Operating Agreement,
Schedule 1, section 1.4B, prior to the applicable Delivery Year.

Planned External Generation Capacity Resource:

“Planned External Generation Capacity Resource” shall mean a proposed Generation Capacity
Resource, or a proposed increase in the capability of a Generation Capacity Resource, that (a) is
to be located outside the PJM Region, (b) participates in the generation interconnection process
of a Control Area external to PIM, (c) is scheduled to be physically and electrically
interconnected to the transmission facilities of such Control Area on or before the first day of the
Delivery Year for which such resource is to be committed to satisfy the reliability requirements
of the PJM Region, and (d) is in full commercial operation prior to the first day of such Delivery
Year, such that it is sufficient to provide the Installed Capacity set forth in the Sell Offer forming
the basis of such resource’s commitment to the PJM Region. Prior to participation in any Base
Residual Auction for such Delivery Year, the Capacity Market Seller must demonstrate that it
has a fully executed system impact study agreement (or other documentation which is
functionally equivalent to a System Impact Study Agreement under the PJM Tariff) or, for
resources which are greater than 20MWs participating in a Base Residual Auction for the
2019/2020 Delivery Year and subsequent Delivery Years, an agreement or other documentation
which is functionally equivalent to a Facilities Study Agreement under the PJM Tariff), with the
transmission owner to whose transmission facilities or distribution facilities the resource is being
directly connected, and, as applicable, the transmission provider. Prior to participating in any
Incremental Auction for such Delivery Year, the Capacity Market Seller must demonstrate it has
entered into an interconnection agreement, or such other documentation that is functionally
equivalent to an Interconnection Service Agreement under the PJM Tariff, with the transmission
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owner to whose transmission facilities or distribution facilities the resource is being directly
connected, and, as applicable, the transmission provider. A Planned External Generation
Capacity Resource must provide evidence to PJM that it has been studied as a Network
Resource, or such other similar interconnection product in such external Control Area, must
provide contractual evidence that it has applied for or purchased transmission service to be
deliverable to the PJM border, and must provide contractual evidence that it has applied for
transmission service to be deliverable to the bus at which energy is to delivered, the agreements
for which must have been executed prior to participation in any Reliability Pricing Model
Auction for such Delivery Year. Any such resource shall cease to be considered a Planned
External Generation Capacity Resource as of the earlier of (i) the date that interconnection
service commences as to such resource; or (ii) the resource has cleared an RPM Auction, in
which case it shall become an Existing Generation Capacity Resource for purposes of the
mitigation of offers for any RPM Auction for all subsequent Delivery Years.

Planned Generation Capacity Resource:

“Planned Generation Capacity Resource” shall mean a Generation Capacity Resource, or
additional megawatts to increase the size of a Generation Capacity Resource that is being or has
been modified to increase the number of megawatts of available installed capacity thereof,
participating in the generation interconnection process under Tariff, Part IV, Subpart A, as
applicable, for which: (i) Interconnection Service is scheduled to commence on or before the first
day of the Delivery Year for which such resource is to be committed to RPM or to an FRR
Capacity Plan; (i1) for any such resource seeking to offer into a Base Residual Auction, or for
any such resource of 20 MWs or less seeking to offer into a Base Residual Auction, a System
Impact Study Agreement (or, for resources for which a System Impact Study Agreement is not
required, has such other agreement or documentation that is functionally equivalent to a System
Impact Study Agreement) has been executed prior to the Base Residual Auction for such
Delivery Year; (iii) for any such resource of more than 20 MWs seeking to offer into a Base
Residual Auction for the 2019/2020 Delivery Year and subsequent Delivery Years, a Facilities
Study Agreement (or, for resources for which a Facilities Study Agreement is not required, has
such other agreement or documentation that is functionally equivalent to a Facility Studies
Agreement) has been executed prior to the Base Residual Auction for such Delivery Year; and
(iv) an Interconnection Service Agreement has been executed prior to any Incremental Auction
for such Delivery Year in which such resource plans to participate. For purposes of the must-
offer requirement and mitigation of offers for any RPM Auction for a Delivery Year, a
Generation Capacity Resource shall cease to be considered a Planned Generation Capacity
Resource as of the earlier of (i) the date that Interconnection Service commences as to such
resource; or (ii) the resource has cleared an RPM Auction for any Delivery Year, in which case it
shall become an Existing Generation Capacity Resource for any RPM Auction for all subsequent
Delivery Years_and for subsequent Incremental Auctions associated with the Delivery Year that
a resource first clears an RPM Auction.

Planning Period:

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

“Portfolio Expected Unserved Energy” shall mean the annual amount of expected unserved
energy, in MWh, that is expected for the RTO when at the annual reliability criteria that provides
an acceptable level of reliability consistent with the Reliability Principles and Standards.

PRD Curve:

“PRD Curve” shall mean a price-consumption curve at a PRD Substation level, if available, and
otherwise at a Zonal (or sub-Zonal LDA, if applicable) level, that details the base consumption
level of Price Responsive Demand and the decreasing consumption levels at increasing prices.

PRD Provider:

“PRD Provider” shall mean a PJM Member that has entered contractual arrangements with end-
use customers that satisfy the eligibility criteria for and provides Price Responsive Demand.

PRD Provider’s Zonal Expected Peak Load Value of PRD:

“PRD Provider’s Zonal Expected Peak Load Value of PRD” shall mean the expected
contribution to Delivery Year peak load of a PRD Provider’s Price Responsive Demand, were
such demand not to be reduced in response to price, based on the contribution of the end-use
customers comprising such Price Responsive Demand to the most recent prior Delivery Year’s
peak demand, escalated to the Delivery Year in question, as determined in a manner consistent
with the Office of the Interconnection’s load forecasts used for purposes of the RPM Auctions.

PRD Reservation Price:

“PRD Reservation Price” shall mean an RPM Auction clearing price identified in a PRD Plan for
Price Responsive Demand load below which the PRD Provider desires not to commit the
identified load as Price Responsive Demand.

PRD Substation:

“PRD Substation” shall mean an electrical substation that is located in the same Zone or in the
same sub-Zonal LDA as the end-use customers identified in a PRD Plan or PRD registration and
that, in terms of the electrical topography of the Transmission Facilities comprising the PJM
Region, is as close as practicable to such loads.

Price Responsive Demand:
“Price Responsive Demand” or “PRD” shall mean end-use customer load registered by a PRD
Provider pursuant to Reliability Assurance Agreement, Schedule 6.1 that have, as set forth in

more detail in the PJM Manuals, the metering capability to record electricity consumption at an
interval of one hour or less, Supervisory Control capable of curtailing such load (consistent with
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applicable RERRA requirements) at each PRD Substation identified in the relevant PRD Plan or
PRD registration in response to a Performance Assessment Interval that triggers a PRD
performance assessment or a Non-PAI Event, and a retail rate structure, or equivalent contractual
arrangement, capable of changing retail rates as frequently as an hourly basis, that is linked to or
based upon changes in real-time Locational Marginal Prices at a PRD Substation level and that
results in a predictable automated response to varying wholesale electricity prices.

Price Responsive Demand Credit:

“Price Responsive Demand Credit” shall mean a credit, based on committed Price Responsive
Demand, as determined under Reliability Assurance Agreement, Schedule 6.1.

Price Responsive Demand Plan or PRD Plan:

“Price Responsive Demand Plan” or “PRD Plan” shall mean a plan, submitted by a PRD
Provider and received by the Office of the Interconnection in accordance with Reliability
Assurance Agreement, Schedule 6.1 and procedures specified in the PJM Manuals, claiming a
peak demand limitation due to Price Responsive Demand to support the determination of such
PRD Provider’s Nominal PRD Value.

Public Power Entity:

“Public Power Entity” shall mean any agency, authority, or instrumentality of a state or of a
political subdivision of a state, or any corporation wholly owned by any one or more of the
foregoing, that is engaged in the generation, transmission, and/or distribution of electric energy.
Qualifying Transmission Upgrades:

“Qualifying Transmission Upgrades” shall have the meaning specified in Tariff, Attachment DD.
Relevant Electric Retail Regulatory Authority:

“Relevant Electric Retail Regulatory Authority” or “RERRA” shall have the meaning specified
in the PJM Operating Agreement.

Reliability Principles and Standards:

“Reliability Principles and Standards” shall mean the principles and standards established by the
Office of the Interconnection that define, among other things, an acceptable probabilistic of loss
of load criteria due to inadequate generation or transmission capability, as amended from time to
time.

Required Approvals:

“Required Approvals” shall mean all of the approvals required for the Operating Agreement to
be modified or to be terminated, in whole or in part, including the acceptance for filing by FERC
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and every other regulatory authority with jurisdiction over all or any part of the Operating
Agreement.

Self-Supply:

“Self-Supply” shall have the meaning provided in Tariff, Attachment DD.

Small Commercial Customer:

“Small Commercial Customer” shall have the same meaning as in the PJM Tariff.
State Consumer Advocate:

“State Consumer Advocate” shall mean a legislatively created office from any State, all or any
part of the territory of which is within the PJM Region, and the District of Columbia established,
inter alia, for the purpose of representing the interests of energy consumers before the utility
regulatory commissions of such states and the District of Columbia and the FERC.

State Regulatory Structural Change:

“State Regulatory Structural Change” shall mean as to any Party, a state law, rule, or order that,
after September 30, 20006, initiates a program that allows retail electric consumers served by such
Party to choose from among alternative suppliers on a competitive basis, terminates such a
program, expands such a program to include classes of customers or localities served by such
Party that were not previously permitted to participate in such a program, or that modifies retail
electric market structure or market design rules in a manner that materially increases the
likelihood that a substantial proportion of the customers of such Party that are eligible for retail
choice under such a program (a) that have not exercised such choice will exercise such choice; or
(b) that have exercised such choice will no longer exercise such choice, including for example,
without limitation, mandating divestiture of utility-owned generation or structural changes to
such Party’s default service rules that materially affect whether retail choice is economically
viable.

Steam Class:

“Steam Class” shall mean an ELCC Class consisting of Unlimited Resources of the steam
technology type and the primary fuel is not coal or nuclear.

Summer-Period Demand Resource:

Summer-Period Demand Resource shall mean, for the 2020/2021 Delivery Year and subsequent
Delivery Years, a resource that is placed under the direction of the Office of the Interconnection,
and will be available June through October and the following May of the Delivery Year, and will
be available for an unlimited number of interruptions during such months by the Office of the
Interconnection, and will be capable of maintaining each such interruption between the hours of
10:00AM to 10:00PM Eastern Prevailing Time. The Summer-Period Demand Resource must be
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available June through October and the following May in the corresponding Delivery Year to be
offered for sale in an RPM Auction, or included as a Summer-Period Demand Resource in an
FRR Capacity Plan for the corresponding Delivery Year.

Summer-Period Energy Efficiency Resource:

Summer-Period Energy Efficiency Resource shall mean, for the 2020/2021 Delivery Year and
subsequent Delivery Years, a project, including installation of more efficient devices or
equipment or implementation of more efficient processes or systems, meeting the requirements
of Reliability Assurance Agreement, Schedule 6 and exceeding then-current building codes,
appliance standards, or other relevant standards, designed to achieve a continuous (during the
summer peak periods as described in Reliability Assurance Agreement, Schedule 6 and the PJM
Manuals) reduction in electric energy consumption that is not reflected in the peak load forecast
prepared for the Delivery Year for which the Summer-Period Energy Efficiency Resource is
proposed, and that is fully implemented at all times during such Delivery Year, without any
requirement of notice, dispatch, or operator intervention.

Supervisory Control:

“Supervisory Control” shall mean the capability to curtail, in accordance with applicable
RERRA requirements, load registered as Price Responsive Demand at each PRD Substation
identified in the relevant PRD Plan or PRD registration in response to a Maximum Generation
Emergency declared by the Office of the Interconnection. Except to the extent automation is not
required by the provisions of the Operating Agreement, the curtailment shall be automated,
meaning that load shall be reduced automatically in response to control signals sent by the PRD
Provider or its designated agent directly to the control equipment where the load is located
without the requirement for any action by the end-use customer.

Threshold Quantity:

“Threshold Quantity” shall mean, as to any FRR Entity for any Delivery Year, the sum of (a) the
Unforced Capacity equivalent (determined using the Pool-Wide Average EFORD through the
2024/2025 Delivery Year, or pool-wide average Accredited UCAP Factor effective with the
2025/2026 Delivery Year) of the Installed Reserve Margin for such Delivery Year multiplied by
the Preliminary Forecast Peak Load for which such FRR Entity is responsible under its FRR
Capacity Plan for such Delivery Year, plus (b) the lesser of (i) 3% of the Unforced Capacity
amount determined in (a) above or (ii) 450 MW. If the FRR Entity is not responsible for all load
within a Zone, the Preliminary Forecast Peak Load for such entity shall be determined in
accordance with Reliability Assurance Agreement, Schedule 8.1, section D.2.

Tracking Solar Class:
“Tracking Solar Class” shall mean an ELCC Class consisting of Variable Resources that produce

electrical energy with solar panels that are primarily mounted on trackers that align the panels
with incoming sunlight over the course of the day.
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Transmission Facilities:

“Transmission Facilities” shall mean facilities that: (i) are within the PJM Region; (ii) meet the
definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or have
been classified as transmission facilities in a ruling by FERC addressing such facilities; and (ii1)
have been demonstrated to the satisfaction of the Office of the Interconnection to be integrated
with the PJM Region transmission system and integrated into the planning and operation of the
PJM Region to serve all of the power and transmission customers within the PJM Region.

Transmission Owner:

“Transmission Owner” shall mean a Member that owns or leases with rights equivalent to
ownership Transmission Facilities and is a signatory to the PJM Transmission Owners
Agreement. Taking transmission service shall not be sufficient to qualify a Member as a
Transmission Owner.

Unforced Capacity:

“Unforced Capacity” shall mean the capacity value as determined by the effective load carrying
capabrhtv analysrs for the Dehvery Year, as further descrlbed in Schedule 9.2 mstal-}ed—eapaerty

September w1th0ut regard to the ownershlp of or the contractual rlghts to the capacrty of the unit.
Unlimited Resource:

“Unlimited Resource” shall mean a generating unit having the ability to maintain output at a
stated capability continuously on a daily basis without interruption. Through the 2024/2025
Delivery Year, an Unlimited Resource is a Generation Capacity Resource that is not an ELCC
Resource.

Variable Resource:

“Variable Resource” shall mean a Generation Capacity Resource or a generation Component
DER within a DER Aggregation Resource that is linked to a DER Capacity Aggregation
Resource, with output that can vary as a function of its energy source, such as wind, solar, run of
river hydroelectric power without storage, and landfill gas units without an alternate fuel source.
All Intermittent Resources are Variable Resources, with the exception of Hydropower with Non-
Pumped Storage.

Winter Peak Load (or WPL):
“Winter Peak Load” or “WPL” shall mean the average of the Demand Resource customer’s
specific peak hourly load between hours ending 7:00 EPT through 21:00 EPT on the PIM

defined 5 coincident peak days from December through February two Delivery Years prior the
Delivery Year for which the registration is submitted. Notwithstanding, if the average use
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between hours ending 7:00 EPT through 21:00 EPT on a winter 5 coincident peak day is below
35% of the average hours ending 7:00 EPT through 21:00 EPT over all five of such peak days,
then up to two such days and corresponding peak demand values may be excluded from the
calculation. Upon approval by the Office of the Interconnection, a Curtailment Service Provider
may provide alternative data to calculate Winter Peak Load, as outlined in the PJM Manuals,
when there is insufficient hourly load data for the two Delivery Years prior to the relevant
Delivery Year or if more than two days meet the exclusion criteria described above.

Zonal Capacity Price:

“Zonal Capacity Price” shall mean _the clearing price required in each Zone to meet the demand
for Unforced Capacity and satisfy Locational Deliverability Requirements for the LDA or LDAs
associated with such Zone. If the Zone contains multiple LDAs with different Capacity
Resource Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity
Resource Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity
Resources cleared in each such LDA.

Zone or Zonal:

“Zone” or “Zonal” shall refer to an area within the PJM Region, as set forth in Tariff,
Attachment J and RAA, Schedule 15, or as such areas may be (i) combined as a result of mergers
or acquisitions or (ii) added as a result of the expansion of the boundaries of the PJM Region. A
Zone shall include any Non-Zone Network Load located outside the PJM Region that is served
from such Zone under Tariff, Attachment H-A.

Zonal Winter Weather Adjustment Factor (ZWWAF):
“Zonal Winter Weather Adjustment Factor” or “ZWWAF” shall mean the PJM zonal winter

weather normalized coincident peak divided by PJM zonal average of 5 coincident peak loads
in December through February.
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A.

SCHEDULE 9.2:

EFFECTIVE LOAD CARRYING CAPABILITY ANALYSIS FOR THE
2025/2026 DELIVERY YEAR AND SUBSEQUENT DELIVERY YEARS

Overview of Effective Load Carrying Capability Analysis

The inputs of the effective load carrying capability analysis shall consider similar data and
forecasts as that used in development of the FPR, as described in Schedule 4.C, and will include:

-Historical weather and load data;

-Historical output of existing Variable Resources;

-Estimates of putative historical output for planned Variable Resources;

-Forced outage patterns for Unlimited Resources, including consideration of correlated
outage risks;

-Resource deployment forecast; and

-Modeling parameters for Limited Duration Resources, Combination Resources, and
Demand Resources.

The outputs of the effective load carrying capability analysis include:

-ELCC Class Rating values, in percent.

B.

(1

ELCC Classes
(a) The following are the ELCC Classes for Variable Resources:

Tracking Solar Class
Fixed-Tilt Solar Class
Onshore Wind Class

Offshore Wind Class
Intermittent Landfill Gas Class
Intermittent Hydropower Class
Other Variable Resource Class

(b) The following are the types of ELCC Classes for Limited Duration Resources:

The type of Capacity Storage Resource Classes
The type of Other Limited Duration Resource Classes

Within those types, the following are the specific ELCC Classes for Limited Duration
Resources:

Capacity Storage Resource Class (4-Hour Duration)
Capacity Storage Resource Class (6-Hour Duration)
Capacity Storage Resource Class (8-Hour Duration)
Capacity Storage Resource Class (10-Hour Duration)

Page 87



- Other Limited Duration Class (4-Hour Duration)
- Other Limited Duration Class (6-Hour Duration)
- Other Limited Duration Class (8-Hour Duration)
- Other Limited Duration Class (10-Hour Duration)

(c) The following are the ELCC Classes for Combination Resources:

- The types of Hybrid Resource Classes, as further specified in subpart (2) below

- Hydropower With Non-Pumped Storage Class

- Complex Hybrid Class

- The types of Other Limited Duration Combination Classes, as further specified in subpart

3).
(d) The following are the ELCC Classes for Unlimited Resources

- Nuclear Class

- Coal Class

- Gas Combined Cycle Class

- Gas Combustion Turbine Class

- Gas Combined Cycle Dual Fuel Class

- Oil Fired Combustion Turbine Class (effective with the 2027/2028 Delivery Year)
- Gas Combustion Turbine Dual Fuel Class

- Diesel Utility Class

- Other Steam Class

- Waste to Energy Steam Class (effective with the 2027/2028 Delivery Year)
- Other Unlimited Resource Class

(e) The following are the ELCC Classes for Demand Resources
- Demand Resource Class

(2) PJM shall establish Hybrid Resource Classes for all “open-loop” combinations of each
Capacity Storage Resource class and each Variable Resource class or Unlimited Resource class,
as well as all “closed-loop” combinations of each Capacity Storage Resource class and each
Variable Resource class or Unlimited Resource class. An “open-loop” resource operates by
charging the storage component from the grid, while a “closed-loop” resource does not.

(3) PJM shall establish “Other Limited Duration Combination Classes” for all combinations of
each Variable Resource Class and each Other Limited Duration Resource Class, and for
combinations of an Unlimited Resource with each Other Limited Duration Resource Class.

(4) For a given Delivery Year, ELCC Class Ratings will not be calculated for any ELCC Class to
the extent that no member of the class is expected to provide, or offer to provide capacity, in the
applicable Delivery Year. PJM will determine the ELCC Class Ratings for an ELCC Class when
any one of the following criteria are met:

(a) An Existing Generation Capacity Resource or a Component DER as part of an
Existing DER Capacity Aggregation Resource is in such class; or
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(b) A Planned Generation Capacity Resource or a Component DER as part of a
Planned DER Capacity Aggregation Resource has submitted timely and valid data
through the ELCC data submission process and is in such class; or

(©) The resource deployment forecast contains a resource in such class.

®)) (a) For each ELCC Resource, except an ELCC Resource that is a Capacity Storage
Resource or includes a Capacity Storage Resource component, PJM shall determine the ELCC
Class of which such resource is a member by matching the physical characteristics of such
resource with the definition of the ELCC Class.

(b) For each ELCC Resource that is a Capacity Storage Resource or includes a Capacity
Storage Resource component, PJM shall determine, by matching the physical characteristics of
such resource with the definition of the ELCC Class, the type of ELCC Class of which such
resource is a member; provided however, the Capacity Resource Provider shall choose the
specific ELCC Class within the type ELCC Class identified by PJM that corresponds to the
chosen characteristic duration.

If the Capacity Resource Provider fails to choose, PJM will choose a specific ELCC Class to
assign to such resource. The election of the specific ELCC Class corresponding to the chosen
characteristic duration shall be for a term of five consecutive Delivery Years. After such five
Delivery Year period, a Capacity Resource Provider may request a change in the ELCC Class,
based on choosing a different characteristic duration, by submitting to the Office of the
Interconnection a written request to switch ELCC Classes and provide documentation supporting
such change. A Capacity Resource Provider must submit such a request, and supporting
documentation, by August 1 prior to the calendar year for the RPM Auction in which the ELCC
Resource intends to submit a Sell Offer or otherwise commit to provide capacity, except for
2025/2026 Delivery Year such required information must be provided to the Office of the
Interconnection in accordance with the PJM Manuals. The Office of the Interconnection shall
provide no later than following November 15 written notification to the Capacity Resource
Provider of its determination. If the request is granted, the ELCC Resource shall be considered
in the new ELCC Class starting with the next Delivery Year for which no RPM Auction has been
conducted and for subsequent Delivery Years. If the request is denied, the Office of the
Interconnection shall include in the notice a written explanation for the denial.

(6) Mixed-tTechnology Facilityreseurees areis composed of components with different
generation technologies, at least one of which would be an ELCC Resource, behind a single
Point of Interconnection. For a mMixed-tTechnology Facilityreseurees composed of
components that do not have significant interaction, the components are eligible to participate as
separate resources. A mMixed-tTechnology Facilityreseurees composed of components that have
significant interaction must participate as a single Combination Resource (or, if the components
would all be Variable Resources, then as a single Variable Resource).

The Capacity Resource Provider of a mMixed-tTechnology Facilityreseurees eligible to
participate as either a single ELCC Resource or as multiple stand-alone resources shall elect, for
a term of five consecutive Delivery Years, whether PJM is to model it as a single ELCC
Resource or as multiple stand-alone resources. After such five Delivery Year period, a Capacity
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Resource Provider may request a change in such modelling approach by submitting to the Office
of the Interconnection a written request to change the modelling approach and provide
documentation supporting such change. A Capacity Resource Provider must submit such a
request, and supporting documentation, by August 1 prior to the calendar year for the RPM
Auction in which the ELCC Resource(s) intend(s) to submit a Sell Offer or otherwise commit to
provide capacity, except for 2025/2026 Delivery Year such required information must be
provided to the Office of the Interconnection in accordance with the PJM Manuals. The Office
of the Interconnection shall provide no later than following November 15 written notification to
the Capacity Resource Provider of its determination. If the request is granted, the ELCC
Resource(s) shall be modelled as requested starting with the next Delivery Year for which no
RPM Auction has been conducted and for subsequent Delivery Years. If the request is denied,
the Office of the Interconnection shall include in the notice a written explanation for the denial.

C. Calculation of ELCC Class Rating

ELCC Class Ratings for a Delivery Year are calculated by adding to the forecasted resource
portfolio incremental quantities of resources belonging to the subject ELCC Class, depending on
the resource type:

(1) The ELCC Class Rating of Variable Resources, Limited Duration Resources, Unlimited
Resources (except Other Unlimited Resources), and Demand Resources shall be the ratio of the
expected unserved energy improvement resulting from adding an incremental quantity of the
subject ELCC Class to the expected unserved energy improvement resulting from adding an
incremental quantity of an Unlimited Resource with no outages, where expected unserved energy
improvement is calculated relative to the Portfolio EUE for the Delivery Year.

(2)  No ELCC Class Rating is determined for Combination Resources and ELCC Resources
in the Hydropower with Non-Pumped Storage Class, in the Complex Hybrid Class, in the Other
Unlimited Resource Class, and in any ELCC Class whose members are so distinct from one
another that a single ELCC Class Rating would fail to capture their physical characteristics.

D. Calculation of Accredited UCAP and ELCC Resource Performance Adjustment

(1) (a) For Variable Resources and Limited Duration Resources, Accredited UCAP values
shall be equal to the lesser of the resource’s Capacity Interconnection Right or the product of:

(1) the Effective Nameplate Capacity;
(1) the applicable ELCC Class Rating; and
(ii1) the ELCC Resource Performance Adjustment.

(b) For any resource in an ELCC Class for which no Class Rating has been calculated
pursuant to C(2), the Accredited UCAP shall be based on a resource-specific effective
load carrying capability analysis based on the resource’s unique parameters.

(c¢) For Unlimited Resources that have an ELCC Class Rating determined pursuant to
C(1), Accredited UCAP values shall be equal to the product of:

(1) the installed capacity;
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(i1) the applicable ELCC Class Rating; and
(ii1) the ELCC Resource Performance Adjustment.

(d) For Demand Resources, Accredited UCAP values shall be equal to the product of:

(1) the Nominated Value of the Demand Resource; and
(i1) the applicable ELCC Class Rating.

(2)  The ELCC Resource Performance Adjustment shall be calculated according to the
following methods, as further detailed in the PJM Manuals:

(a) For a Variable Resource, a Limited Duration Resource, and an Unlimited Resource:
based on a metric consisting of the weighted average expected hourly output of the
resource in the ELCC model during hours of loss of load risk where: (i) the weights
correspond to the modeled probability of losing load in such hour and (ii) the expected
hourly output is based on the resource’s modeled output during the same hour on days
since June 1st, 2012 identified as having similar weather from an RTO-perspective. For a
given resource or component, the Performance Adjustment shall equal the ratio of such
metric to the average (weighted by the Effective Nameplate Capacity) of such metrics for
all units in the applicable Variable Resource ELCC Class or applicable Unlimited
Resource ELCC Class.

In determining the ELCC Resource Performance Adjustment, the actual output of a
Variable Resource shall be adjusted to reflect historical curtailments, and output in any
hour shall be capped at: (i) the greater of the Variable Resource’s Capacity
Interconnection Rights, or the transitional system capability as limited by the transitional
resource MW ceiling as defined in the PJM Manuals, awarded for the applicable Delivery
Year, for hours in the months of June through October and the following May of the
Delivery Year, and (ii) the Variable Resource’s assessed deliverability, as defined in the
PJM Manuals, for hours in the months of November through April of the Delivery Year.
The output of an Unlimited Resource in any hour shall be capped at the greater of the
resource’s Capacity Interconnection Rights, or the transitional system capability as
limited by the transitional resource MW ceiling as defined in the PJM Manuals, awarded
for the applicable Delivery Year..

E. Calculation of Accredited UCAP Factor

For Generation Capacity Resources, PJM shall determine an Accredited UCAP Factor, which is
the ratio of the resource’s Accredited UCAP to the resource’s installed capacity.

G. Installed Capacity of ELCC Resources

Rules and procedures for technically determining and demonstrating the installed capacity of
ELCC Resources shall be developed by the Office of the Interconnection and maintained in the
PJM Manuals. The installed capacity of a Limited Duration Resource is based on the sustained
level of output that the unit can provide and maintain over a continuous period, whereby the
duration of that period matches the characteristic duration of the corresponding ELCC Class,
with consideration given to ambient conditions expected to exist at the time of PJM system peak
load, as described in the PJM Manuals. The installed capacity of a Combination Resource (other
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than Hydropower With Non-Pumped Storage) is based on the lesser of the Maximum Facility
Output or the sum of the equivalent Effective Nameplate Capacity values of the resource’s
constituent components considered on a stand-alone basis. The installed capacity of an Unlimited
Resource and Variable Resource shall be determined in accordance with the PJM Manuals. The
installed capacity of Demand Resources, for purposes of the ELCC analysis, is based on the
forecasted deployment level in the PJM Load Forecast.

H. Details of the Effective Load Carrying Capability Methodology

The effective load carrying capability analysis shall compare expected hourly load levels (based
on historical weather) with the expected hourly output of the expected future resource mix in
order to identify the relative marginal resource adequacy value of each individual ELCC Class
compared to an Unlimited Resource with no outages. In performing this analysis, the model
inputs shall be scaled to meet the annual reliability criteria of the Office of the Interconnection.
The effective load carrying capability analysis shall compare hourly values for: (i) expected load
based on historical weather; (ii) expected Variable Resource output; (iii) expected output of
Limited Duration Resources and of Combination Resources as described below; (iv) expected
Unlimited Resource output; and (v) expected Demand Resource output. These expected
quantities are based on forecasted load and actual and putative values for Variable Resource
output (standalone or as a component of Combination Resources) and Unlimited Resource output
after June 1, 2012 (inclusive) through the most recent Delivery Year for which complete data
exist. For resources that have not existed each year since June 1, 2012, putative output is an
estimate of the hourly output that resource would have produced in a historical hour if that
resource had existed in that hour. For Variable Resources, this putative output estimate is
developed based on historical weather data consistent with the particular site conditions for each
such resource in accordance with the PIM Manuals; for Unlimited Resources, the putative output
is developed based on actual performance of similar units in accordance with the PJM Manuals.

Variable Resource actual output shall be adjusted in the ELCC analysis to reflect historical
curtailments, and output shall be capped in any hour at: (i) the greater of the Variable Resource’s
Capacity Interconnection Rights, or the transitional system capability as limited by the
transitional resource MW ceiling as defined in the PJM Manuals, awarded for the applicable
Delivery Year, during the months of June through October and the following May of the
Delivery Year, and (ii) the Variable Resource’s assessed deliverability, as defined in the PJIM
Manuals, during the months of November through April of the Delivery Year. The output of
Unlimited Resources shall not exceed the greater of the Unlimited Resource’s Capacity
Interconnection Rights, or the transitional system capability as limited by the transitional
resource MW ceiling as defined in the PJIM Manuals, awarded for the applicable Delivery Year.

The effective load carrying capability analysis shall simulate performance of Demand Resources,
and shall simulate the output of Limited Duration Resources and Combination Resources based
on their Office of the Interconnection-validated parameters, including the putative output of the
Variable Resource component of Combination Resources, as described above.

The quantity of deployed resources studied in the analysis shall be based on resource deployment
forecasts and, where applicable, on available information based on Sell Offers submitted in RPM
Auctions or Fixed Resource Requirement plans for the applicable Delivery Year, and, where
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applicable, information provided to the Office of the Interconnection regarding intent to offer in
an RPM Auction, pursuant to the requirements in the Tariff, Attachment DD, section 5.5.

The model inputs, specifically the load scenarios, shall be scaled to meet the annual reliability
criteria of the Office of the Interconnection. The resulting expected unserved energy constitutes
the Portfolio EUE for the Delivery Year. Energy Resources are not included in the effective load
carrying capability analysis. Generating units that are expected to only offer or otherwise
provide a portion of their Accredited UCAP for that Delivery Year are represented in the
analysis in proportion to the expected quantity offered or delivered divided by the Accredited
UCAP.

I Methodology to Simulate Output of Certain Resources in the Effective Load
Carrying Capability Model

The effective load carrying capability analysis shall simulate the output of Limited Duration
Resources and Combination Resources based on their physical parameters, including limited
storage capability, and shall simulate the deployment of Demand Resources. The analysis shall
simulate output from the subject Limited Duration Resources, Combination Resources, and
Demand Resources in hours in which all output from Unlimited Resources and available output
from Variable Resources is insufficient to meet load. The analysis shall first simulate the output
of Demand Resources. If the simulated output of Demand Resources is insufficient to meet load,
then the output of the subject Limited Duration Resources and Combination Resources shall be
simulated on an hour-by-hour basis based on their relative duration, starting from longer duration
resources to shorter duration resources. The output of Combination Resources shall be capped in
any hour at: (i) the greater of the Combination Resource's Capacity Interconnection Rights, or
the transitional system capability as limited by the transitional resource MW ceiling as defined in
the PJM Manuals, awarded for the applicable Delivery Year, during the months of June through
October and the following May of the Delivery Year, and (ii) the Combination Resource's
assessed deliverability, as defined in the PJM Manuals, during the months of November through
April of the Delivery Year. Energy Storage Resource charging is during hours with sufficient
margin, including between daily peaks if necessary.

J. Administration of Effective Load Carrying Capability Analysis

The Office of the Interconnection shall post final ELCC Class Rating values at least once per
year in a report that also includes appropriate details regarding methodology and inputs. The
Office of the Interconnection shall post this report and shall communicate ELCC Resource
Performance Adjustment values to applicable Capacity Resource Providers no later than five
months prior to the start of the target Delivery Year, as described in the PJIM Manuals.
Accredited UCAP values for the applicable Delivery Year shall establish the maximum Unforced
Capacity that an ELCC Resource can physically provide or offer to provide in the applicable
Delivery Year.

The Office of the Interconnection shall also post preliminary ELCC Class Rating values for nine
subsequent Delivery Years. For any Delivery Year for which a final ELCC Class Rating has not
been posted and a preliminary ELCC Class Rating has been posted, the Accredited UCAP of an
ELCC Resource for such Delivery Year shall be based on the most recent preliminary ELCC

Page 93



Class Rating value for that Delivery Year, together with the most recently calculated ELCC
Resource Performance Adjustment value for that ELCC Resource. Except to the extent specified
above or otherwise specified, the preliminary ELCC Class Rating values for future years are
non-binding and are only for indicative purposes. A Capacity Resource Provider can offer or
provide capacity from an ELCC Resource that is not subject to a capacity market must offer
obligation (as specified in Tariff, Attachment DD, Section 6.6) at a level less than the Accredited
UCAP for such resource.

In order to facilitate the effective load carrying capability analysis, the Capacity Resource
Provider of each ELCC Resource must submit to the Office of the Interconnection the required
information as specified in the PJM Manuals by no later than August 1 prior to the calendar year
for the RPM Auction in which the ELCC Resource intends to submit a Sell Offer or otherwise
commit to provide capacity, except for 2025/2026 Delivery Years such required information
must be provided to the Office of the Interconnection in accordance with the PJM Manuals. The
required information may include relevant physical parameters, relevant historical data such as
weather data and actual or estimated historical energy output, and documentation supporting
such parameters and historical data. The relevant physical parameters are those that are
incorporated into the effective load carrying capability analysis. The parameters required for
Hydropower With Non-Pumped Storage shall include Ordinary Water Storage and any
applicable Exigent Water Storage. Submitted parameters must indicate the expected duration for
which any submitted physical parameters are valid.

The Office of the Interconnection shall evaluate, validate, and approve the foregoing information
in accordance with the process set forth in the PJM Manuals. In evaluating the validity of
submitted information, the Office of the Interconnection may assess the consistency of such
information with observed conditions. If the Office of the Interconnection observes that the
information provided by the Capacity Resource Provider of the ELCC Resource is inconsistent
with observed conditions, the Office of the Interconnection will coordinate with the Capacity
Resource Provider of the ELCC Resource to understand the information and observed conditions
before making a determination regarding the validity of the applicable parameters. The Office of
the Interconnection may engage the services of a consultant with technical expertise to evaluate
the foregoing information.

After the Office of the Interconnection has completed its evaluation of the foregoing information,
the Office of the Interconnection shall notify the Capacity Resource Provider in writing whether
the submitted information is considered invalid by no later than September 1 following the
submission of the information. The Office of the Interconnection’s determination on the validity
of the foregoing information shall continue for the applicable Delivery Year and, if requested, for
such longer period as the Office of the Interconnection may determine is supported by the data.

In the event that the Office of the Interconnection is unable to validate any of the required
information, physical parameters, supporting documentation, or other related information
submitted by the Capacity Resource Provider of an ELCC Resource, then the Office of the
Interconnection shall calculate Accredited UCAP values for that ELCC Resource based only on
the validated information. Such ELCC Resource shall not be permitted to offer or otherwise
provide capacity above such Accredited UCAP values until the Office of the Interconnection
determines new Accredited UCAP values for such resource.
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Capacity Resource Providers of ELCC Resources that are hydropower plants with water storage
must provide documentation to support the physical parameters provided for expected load
carrying capability analysis modeling, as specified in the PJM Manuals. This documentation
must: (a) support the plant’s physical capabilities; (b) demonstrate that the parameters do not
violate any federal, state, river basin, or other applicable authority operating limitations of the
plant; and (c) demonstrate full authorization from FERC, any river basin commissions, and any
other applicable authorities to meet those capabilities.
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4.2

Pursuant to the Commission’s February 19, 2025 Final Rule, Order No. 676-K (190 FERC ¢
61,116) amending its regulations under the Federal Power Act, and the grant of waivers from
specified provisions of WEQ-001, WEQ-002 and WEQ-003 approved by the Commission in PJM
Interconnection, L.L.C., 151 FERC § 61,141 (May 18, 2015), PJM Interconnection, L.L.C., 169
FERC 9 61,226 (Dec. 19, 2019), PJM Interconnection, L.L.C., 178 FERC 9 61,163 (March 7,
2022), PJM Interconnection, L.L.C., 182 FERC 9 61,118 (Feb. 23, 2023), PJM Interconnection,
L.L.C., 185 FERC q 61,068 (Oct. 26, 2023), PJM Interconnection, L.L.C., 194 FERC 9 61,170
(Mar. 3,2026), and in response to PJM’s compliance filings for Order No. 676-K, the Transmission
Provider hereby incorporates by reference the following standards promulgated by the WEQ of
the NAESB, effective August 27, 2026:

(1

2)

€)

4

)

(6)

(7

(8)
)

WEQ-000, Abbreviations, Acronyms, and Definition of Terms, standard WEQ-000
(IWEQ] Version 004, July 31, 2023);

WEQ-000, Abbreviations, Acronyms, and Definition of Terms ([WEQ] Version
004, July 31, 2023) with Minor Correction MC24004 applied to standard WEQ-
001-24.2.4. (August 9, 2024);

To the extent not inconsistent with Transmission Provider’s current NITS practices
and procedures, WEQ-001, Open Access Same-Time Information System (OASIS)
([WEQ] Version 004, July 31, 2023); excluding Standards 001-9.5, 001-10.5, 001-
13.1.3, 001-14.1.3, 001-15.1.2, 001-106.2.5, 001-25 in its entirety, as well as the
timing requirements established in 001-23, to the extent not inconsistent with
Transmission Provider’s current practice;

To the extent not inconsistent with Transmission Provider’s current NITS practices
and procedures, WEQ-002, Open Access Same-Time Information System (OASIS)
Business Practice Standards and Communication Protocols (S&CP) ([WEQ]
Version 004, July 31, 2023), excluding Business Practice Standards WEQ-002-
4.3.6.6.1 and WEQ-002-4.3.6.6.2;

To the extent not inconsistent with Transmission Provider’s current NITS practices
and procedures, WEQ-003, Open Access Same-Time Information System (OASIS)
Data Dictionary ([WEQ] Version 004, July 31, 2023);

WEQ-004, Coordinate Interchange ([WEQ] Version 004, July 31, 2023);

WEQ-005, Area Control Error (ACE) Equation Special Cases ([WEQ] Version
004, July 31, 2023);

WEQ-006, Manual Time Error Correction ([WEQ] Version 004, July 31, 2023);

WEQ-007, Inadvertent Interchange Payback ([WEQ] Version 004, July 31, 2023);
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(10)  WEQ-008, Transmission Loading Relief (TLR) — Eastern Interconnection (WEQ]
Version 004, July 31, 2023);

(11)  WEQ-011, Gas/Electric Coordination, (WEQ] Version 004, July 31, 2023);
(12)  WEQ-012, Public Key Infrastructure (PKI) ((WEQ] Version 004, July 31, 2023);

(13)  WEQ-013, Open Access Same-Time Information System (OASIS) Implementation
Guide, [OASIS] ([WEQ] Version 004, July 31, 2023);

(14)  WEQ-015, Measurement and Verification of Wholesale Electricity Demand
Response ([WEQ] Version 004, July 31, 2023);

(15)  WEQ-021, Measurement and Verification of Energy Efficiency Products ((WEQ]
Version 004, July 31, 2023);

(16) WEQ-022, Electric Industry Registry (EIR) ((WEQ] Version 004, July 31, 2023);
(17)  WEQ-023, Modeling ([WEQ] Version 004, July 31, 2023); and
(18) WEQ-024, Cybersecurity ((WEQ] Version 004, July 31, 2023).

The Commission has granted Transmission Provider with waivers of specified provisions of WEQ-
001, WEQ-002 and WEQ-003 as those Business Practice Standards relate to Service Across
Multiple Transmission Systems (SAMTS) and Network Integration Transmission Service (NITS),
Order on Compliance and Request for Waivers, 178 FERC q 61,163 (March 7, 2022), PJM
Interconnection, L.L.C., 182 FERC q 61,118 (Feb. 23, 2023), PJM Interconnection, L.L.C., 185
FERC 9 61,068 (Oct. 26, 2023), and PJM Interconnection, L.L.C., 194 FERC 9 61,170 (Mar. 3,
2026).

With respect to SAMTS, the Transmission Provider has adopted Tariff, Part II, section 17.9 and
Tariff, Part I1, section 18.4, specifying processing timelines for all short-term transmission service
requests. The Transmission Provider will process and set the status of a SAMTS request or
reservation consistent with a non-SAMTS transaction and the customer may withdraw, annul or
reduce their request or reservation without financial penalty in accordance with the Transmission
Provider’s Regional Transmission and Energy Scheduling Practices document which can be found
on the Transmission Provider’s website.

With respect to NITS requests, the Transmission Provider has adopted rules in Tariff, Part III
relating to the study and commitment of internal and external network resources and load
designations, including Tariff, Part III, section 30 (relating to designation and termination of
Network Resources), Tariff, Part III, section 31 (relating to the designation of Network Load), and
Tariff, Part III, section 32 (relating to Initial Study procedures for NITS), all of which are subject,
however, to the applicable requirements of PJM”’s Reliability Pricing Model (RPM) rules as set
forth in Tariff, Attachment DD and associated requirements as set forth in Transmission Provider’s
FERC-filed Reliability Assurance Agreement Among Load Serving Entities (RAA) and associated
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Manuals. Moreover, consistent with the Transmission Provider’s planning processes, Network
Resources proposing to interconnect to the Transmission System in the PJM Region must comply
with the terms, conditions, rules and procedures for interconnection as specified in Tariff, Part IV.
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ATTACHMENT C

Methodology To Assess Available Transfer Capability

The Transmission Provider will be solely responsible for determinations of Available Transfer
Capability (ATC). The Transmission Provider will post firm and non-firm ATC projections on
the OASIS for interfaces between neighboring Balancing Authorities and the PJM Region, and
other path locations of significant commercial interest will be added as appropriate.

ATC of a particular path is an approximate indication of the anticipated transmission transfer
capability remaining on the transmission network that could be scheduled for further commercial
activity relative to the designated path under the conditions studied. Specific study of conditions,
including source and sink of generation and load, is required before firm transmission service
commitments can be made.

Transfer capability of the transmission network is limited by physical and electrical characteristics
of the system including thermal equipment loading, voltage, and stability considerations and
provisions of coordination agreements. Transfer capability is evaluated based on base system
loading and an assessment of critical contingencies on the transmission system. The critical
contingencies will be defined as appropriate. The Transmission Provider’s calculation of transfer
capability will be consistent with the principles in the NERC standards. These calculations will
be performed through a combination of planning and operational analyses, employing both Energy
Management System real-time functionality and off-line analytical tools as appropriate. Firm and
non-firm ATC will be determined consistent with NERC standards, taking into account the
Transmission Reliability Margin (TRM), Existing Transmission Commitments (ETC) and
Capacity Benefit Margin (CBM) (see below) in order to preserve the emergency capability of the
PJM Region to serve load serving entities. Firm ATC on any path will be limited to assure that
emergency import capability will be available to Network Customers when needed through the
reservation of capacity benefit margin, equivalent to a firm point-to-point transmission service
reservation for delivery from systems outside of the PJM Region to serve the load serving entities
within such region.

Determination of ATC requires that base system conditions be identified and modeled for the
period being analyzed. These conditions include projected demand, anticipated generation
availability, anticipated transmission system facility availability, expected energy transactions, and
information about neighboring regions that affect the transfer capability of the PJM Region. For
hourly through monthly calculations, these conditions are based on the Transmission Provider’s
operational assessments of load trends, unit commitment profiles, maintenance schedules and
ETC. Long-term calculations are based on planning loads, expected maintenance schedules,
typical generation patterns, and ETC.

Any dispute regarding a determination of ATC by the Transmission Provider, or regarding the data

used by the Transmission Provider in such a determination, shall be resolved pursuant to the
dispute resolution procedures of Tariff, Part I, section 12.

ATC and AFC Calculations Using Flowgate Methodology
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The Available Flowgate Capability (AFC) calculation methodology used by the Transmission
Provider is the Flowgate Methodology as described in the Available Transfer Capability
Implementation Document (ATCID). The ATCID is included on the PJM OASIS page under
ATC information. The Flowgate Methodology uses analytical tools to examine critical flowgates
over the PJM Region and adjacent regions (per seams agreements) and converts AFC values into
particular path ATC values, which are posted on the PIM OASIS. For Firm and Non-firm
Transmission Service ATC calculations, the Transmission Provider shall account for Postbacks of
redirected services, unscheduled service, and counterflows. PJM critical flowgates may include,
but are not limited to thermal flowgates, voltage/stability flowgates, coordinated flowgates, and
reciprocal coordinated flowgates.

Overview and Process Flow Diagram

The process for the Transmission Provider’s AFC/ATC calculation is illustrated in the Exhibit 1
flow diagram. The text that follows describes the inputs, outputs and processes performed within
each of the sub-processes contained in Exhibit 1. The Transmission Provider calculates Firm and
Non-firm Transmission Service ATC for the scheduling horizon (same day and real-time),
operating horizon (day ahead and pre-schedule), and planning horizon (beyond the operating
horizon).
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AFC/ATC Process Flow Diagram
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Exhibit 1

AFC Flowgate Methodology

Determining AFC and ATC using the Flowgate Methodology is a multi-step integrated process
which is described in detail in the ATCID. PJM uses the following mathematical algorithms to
calculate AFC and ATC. The actual detailed AFC and ATC algorithms are available on the PJM
OASIS website.

AFC = flowgate rating — ETC — TRM — CBM + Postbacks + counterflows.
The AFC Calculation is the amount of unused transfer capability on a flowgate after accounting
for base case conditions represented by solved base case flows and applying the impacts of non-
base case commitments and flowgate specific margins.
ATC = Minimum{AFC / Transfer Response Factor, ...,AFCn / Transfer Response Factor}
The AFC to ATC converter translates the flowgate AFC values into path ATC values for posting

to the OASIS. The ATC calculation is the minimum AFC of a set of limiting flowgates divided
by the transfer response factor or distribution factor on the respective flowgate for a specific Point
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of Receipt/Point of Delivery pair. The Available Share of Total Flowgate Capability (ASTFC) as
prescribed by a congestion management process agreement (e.g., the CMP included in the Joint
Operating Agreement between the Midwest Independent Transmission System Operator, Inc. and
PJM) may be less than the calculated AFC. The posted AFC is set by the ASTFC or the calculated
AFC, whichever is most limiting.

An overview of the major components of this process is described below:

e The AFC to ATC converter process utilizes the coordination entity calculated AFC values
for non-PJM flowgates. AFC values for coordination entity flowgates calculated by the
coordination entity overwrite values that the Transmission Provider’s process determines
for these Flowgates.

e The Transmission Provider supplies coordination entities with similar values for PIM
Flowgates for inclusion in the coordination entity’s AFC process.

e Values provided to the OASIS from the AFC/ATC process are continually updated on the
OASIS to reflect the reservations or schedules that were accepted or confirmed since the
last complete calculation cycle.

Data Miner

Transmission Provider, through data miner process, gathers data from the Transmission Provider
and external sources to use as inputs to the AFC/ATC process. These external sources are included
in the Transmission Provider’s ATCID.

Model Builder

The Transmission Provider develops and maintains seasonal models for the next 18 months. These
seasonal models will be developed from the NERC MMWG case library modified for any known
model updates. The Transmission Provider’s AFC/ATC calculations are based on these seasonal
models. The model builder portion of the AFC/ATC engine modifies these seasonal base cases to
reflect anticipated conditions such as forecasted load levels, outages, generation dispatch files, and
base case transfers (reservations and/or schedules as appropriate) for the AFC/ATC time horizon.
The base case models are refined to reflect transmission outages and generation unavailability as
provided by the NERC SDX data. Load levels are appropriately adjusted to reflect the modeled
conditions using the NERC SDX data. Relevant balancing authorities external to the PJM footprint
will be modeled at the appropriate load level with the generation scaled to match loads.

The Transmission Provider develops monthly, weekly, daily, and hourly AFC cases. These cases
serve as the base case models for the AFC calculation for a specific period. Solved base case
models for monthly, weekly, daily, and hourly time frames are developed multiple times each day
consistent with NERC standards.

The Transmission Provider models some flowgates without contingencies and some with
contingencies.
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The flowgates modeled without contingencies are the Power Transfer Distribution Factor (PTDF)
flowgates, which are flowgates where a single facility or multiple transmission facilities are
monitored for a limiting condition. The limiting condition can be due to thermal loading above
100% of the normal rating or due to a thermal rating above 100% of the surrogate rating
representing an equivalent voltage or stability limit.

The flowgates modeled with contingencies are the Outage Transfer Distribution Factor (OTDF)
flowgates, which are flowgates where a single facility or multiple transmission facilities are
monitored for a limiting condition after a contingency event has been simulated to have occurred
(one or multiple facilities for the loss of another facility or facilities). The limiting condition
monitored can be due to thermal loading above 100% of the 4 hour emergency rating.

For flowgates owned by other parties, Transmission Provider uses the limit provided by that party,
subject to the terms of the AFC Coordination and Congestion Management Process sections of the

applicable agreements between Transmission Provider and the other parties.

AFC Calculation

The Transmission Provider’s AFC/ATC calculation implements the following principles for firm
and non-firm ATC calculations: (1) for firm ATC calculations, the Transmission Provider shall
account only for firm commitments; (2) for non-firm ATC calculations, the Transmission Provider
shall account for both firm and non-firm commitments. Reservations from the PJM and non-PJM
OASIS sites are utilized. Flow based analysis will be used to determine and update flowgate
loadings for reservations not modeled in the base case and to determine response factors on each
flowgate. Flowgate loadings and response factors will be used to determine the individual path
ATC values.

e The Transmission Provider recognizes physical network limitations (i.e., flowgates) on
PJM and appropriate non-PJM systems in the determination of the path ATC values.

e AFC values received from coordination entites are calculated by those entities according
to their AFC methodology.

AFC to ATC Conversion

To calculate ATC, which represents a transfer capability in MW available for sale between a
specific Point of Delivery and Point of Receipt, the Transmission Provider will first calculate an
AFC for each flowgate. An AFC is defined as follows:

e The available capability in MW on a flowgate, determined by the transmission provider,
that is available for further commercial activity. The available capability determined will
be dependent on the generation, loads and transmission configuration assumed for the time
period studied.

e The AFC accounts for thermal, voltage and stability limits under both pre and post
contingency conditions, along with any existing transmission commitments, TRM and
CBM.
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e The AFC is used to determine the amount of MWs that can be transferred between a
specific set of source and sink points. An AFC is skipped using on-the-path logic if the
flowgate owner is either the Point of Receipt or Point of Delivery on the path being
calculated. The non-firm ATC calculation for the willing-to-pay congestion product on the
OASIS includes only external flowgates.

e Counterflow and Postbacks are considered in the calculation of AFC.

Coordination with Neighboring Systems

The Transmission Provider exchanges data with neighboring systems. The Transmission Provider
provides transmission reservations, AFC values for Transmission Provider flowgates, and other
data. This coordination results in comparable inputs to the AFC calculations. The Transmission
Provider utilizes similar information provided by coordinating entities.

Treatment of Existing Transmission Commitments

ETC is committed use of the transmission system, including: (1) Transmission Provider’s
reservations in accepted or confirmed status; (2) native load commitments; Network Integration
Transmission Service; (3) grandfathered transmission rights; (4) Firm Point-To-Point
Transmission Service reservations; and if required (5) rollover rights associated with long-term
firm service (Point-To-Point Transmission Service and Network Integration Service or
grandfathered transmission rights). Existing commitments modeled in the load flow base cases
determine the initial flows on the facilities. To the extent there are existing transactions that qualify
for rollover rights, they are incorporated in the committed usage.

PJM OASIS reservations that are withdrawn, retracted (not confirmed) or annulled are removed
from the ETC and any resulting changes to ATC are incorporated in the next OASIS posting of
ATC calculated values. The Transmission Provider’s firm and non-firm ATC calculations also
account for permanently redirected services, unscheduled service, and counterflows. In the
scheduling and operating horizons, reservation impacts are substituted with scheduled impacts.
That is, the reservation impact component of ETC is set to zero and the schedule impacts
component of ATC is used. In the planning horizon, reservation impacts are used because requests
to schedule are often not received in this horizon. That is, the reservation impact component of
ETC is set based on Transmission Service Requests for which Transmission Provider has
committed to provide service and the schedule impacts component of ATC is set to zero.
Additional information is included on this subject in the Transmission Provider’s ATCID.

External Flowgates

Flowgates are used in the AFC and ATC calculations. PJM adds or eliminates external flowgates
based on the Joint Operating Agreement Between the Midwest Independent Transmission System
Operator, Inc. And PJM Interconnection, L.L.C. (“Midwest ISO JOA”, Article V (FERC Electric
Tariff, First Revised Rate Schedule No. 38, see, Section 4.2 — Cost of Data and Information
Exchange up to and including Section 5.1.12 — Coordination of Transmission Reliability Margin
Values); Joint Operating Agreement Among And Between PJM Interconnection, L.L.C., And
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Progress Energy Carolinas (“PEC JOA”), Article Five (FERC Electric Tariff, First Revised Rate
Schedule No. 50, see, Article 9 — Coordinated Transmission Planning Studies up to and including
Article 12 — Managing Parallels Flow on the VACAR/PJM Interface ); and Joint Reliability
Coordination Agreement Among And Between PJM Interconnection, L.L.C., Tennessee Valley
Authority, and Louisville Gas and Electric Company and Kentucky Utilities (“JRCA”), Article
Five. PJM adds or eliminates internal flowgates, at least annually, based on a review of historic
operating constraints including flowgates that have been in Transmission Loading Relief (TLR)
and other operating conditions as deemed appropriate.

Internal Flowgates

Transmission Provider determines base case flows using the AFC engine. Transmission Provider
runs the AFC engine hourly (except in the case of a technical error, system error or planned system
outage). The base run includes native and network load (from the load forecast), transmission
service that is expected to be scheduled (grandfathered, point-to-point and imports from designated
Network Resources), outages and load forecast. Base case flow inputs are updated at least once
per day. In the scheduling and operating horizons, Transmission Provider updates scheduled
transmission service for each run of the AFC engine. Transmission Provider models all
grandfathered agreements and other non-Tariff use of the transmission system as firm service or
load. Transmission Provider does not segregate non-Tariff service in the AFC calculation.

On an annual basis (or sooner if required by NERC MOD Standards), PJM shall review internal
flowgates using the following methodology:

a. The Transmission Provider shall include all flowgates in its footprint that have initiated a
TLR event in the 12 months prior to the annual review.

b. The Transmission Provider shall include applicable System Operating Limit (SOL) and
Interconnection Reliability Operating Limits (IROL) flowgates per NERC TOP-002 R-12
standards (or successor). Any facility that PJM monitors that is not considered an IROL facility
is consider a SOL. Applicable SOL and IROL flowgates shall include at a minimum those
flowgates identified in the TRM process described in this Attachment C AFC process.

C. The Transmission Provider shall add or remove flowgates to its AFC process in accordance
with NERC MOD standards.

The Transmission Provider may eliminate flowgates that do not continue to meet the criteria above.

A reservation with rollover rights is reflected in ETC in the amount of transmission service
reserved as if the customer has exercised its rollover right. If the deadline for a customer to
exercise its rollover right for a given reservation has passed, and the customer did not exercise its
rollover right, the amount associated with the unexercised rollover right no longer is included in
the amount of reservations.

Treatment of Capacity Benefit Margin

Explanation of CBM
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Transmission Provider uses the NERC approved definition of CBM, which is the amount of firm
transmission transfer capability preserved by Transmission Provider for Load-Serving Entities
(LSEs), whose loads are located on that Transmission Provider’s system, to enable access by the
LSEs to generation from interconnected systems to meet generation reliability requirements. The
transmission transfer capability preserved as CBM is intended to be used by an LSE only in times
of emergency generation deficiencies. Additional information is included in the Transmission
Provider’s Capacity Benefit Margin Implementation Document (CBMID) posted on the PJIM
OASIS page under ATC Information.

The CBM is a reliability margin applied to the flowgate in the AFC Calculation. CBM is only
applied to firm ATC calculations where the PJM Region is the delivery point. The Transmission
Provider consistently applies CBM in planning and operations and does not double count for this
reliability margin (i.e., this margin is not included in TRM). For non-PJM flowgates, the
Transmission Provider uses the CBM values provided by coordination entities for the AFC
calculation on these flowgates.

Through the sharing of installed generating capacity via transmission interconnections, systems
have relied on transmission import capability to reduce their required installed generating capacity
necessary to provide reliable service to Network Customers. In order to ensure that PJM has the
ability to import external generation for the purpose of serving Network Customers, a portion of
the transfer capability will be set aside. CBM is set aside on paths based on the expected delivery
of energy from entities with which the Transmission Provider has emergency energy agreements
at the time of the Transmission Provider’s forecast peak load. This capability, known as the
Capacity Benefit Margin, is a reflection of the mutual benefit of interconnected operations and
reservation of this margin allows a system to reduce its installed generating capacity below that
which may have otherwise been required if transmission interconnections did not exist.

The CBM is determined through the auspicious of the Reliability Assurance Agreement Among
Load Serving Entities in the PJM Region (PJM Rate Schedule FERC No. 44) (RAA). Capitalized
terms in this section that are not defined in this section or Tariff, Part I, section 1 are defined in the
RAA.

CBM is determined through the Transmission Planning Evaluation of Import Capability. This
evaluation establishes the amount of emergency power that can be reliably transferred to the PJIM
Region from adjacent regions in the event of a PJM Region generation capacity deficiency. To
determine the import transfer limit, several emergency scenarios are replicated and the limit
represents a normalization of expected values. This transfer limit determines the PJIM Region tie
benefit that is subsequently used in calculating the PJM Region reserve requirement. An annual
recalculation of the PJM Region import capability is not required, since the import capability far
exceeds the CBM value specified in RAA, Schedule 4.

CBM is a key input into the annual resource adequacy study performed by Transmission Provider.
The purpose of this study is to determine the PJM Region Installed Reserve Margin (IRM) required
by the PJM Region to satisfy a one day in 10 year Loss of Load Expectation (LOLE). Transmission
Provider uses a probabilistic methodology to perform the resource adequacy study. The study
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assumptions and results are subject to stakeholder review and comment. The resulting IRM is
expressed as a percentage of the forecasted annual peak load.

The CBM assessment in the PJM Region is a unique method that is regionally specific because
interface capability greatly exceeds CBM and because Transmission Provider centrally secures
capacity for the PJM Region capacity market.

Transmission Provider’s annual resource adequacy study is based on the probabilistic methods and
criteria described in RAA, Schedule 11, the Operating Agreement and in the PJM Manuals. The
resource adequacy study considers the following data and forecasts as necessary:

1. Seasonal peak load forecasts for each Planning Period as calculated by Transmission
Provider in accordance with the PJM Manuals reflecting (a) load forecasts with a 50
percent probability of being too high or too low and (b) summer peak diversities
determined by Transmission Provider from recent experience.

2. Forecasts of aggregate seasonal load shape of the parties bound by the RAA which are
consistent with forecast averages of 52 weekly peak loads prepared by Transmission
Provider.

3. Variability of loads within each week, due to weather, economic forecast uncertainty, and

other recurring and random factors, as determined by Transmission Provider.
4. Generating unit capability and types for every existing and proposed unit.

5. Generator Forced Outage rates for existing mature generating units based on data submitted
by generation owners, and for immature and proposed units based upon forecast rates
related to unit types, capabilities and other pertinent characteristics.

6. Generator Maintenance Outage factors and planned outage requirements based on forecasts
and historical data submitted by the generation owners.

7. Miscellaneous adjustments to capacity due to all causes, as determined by the Office of the
Interconnection, based on forecasts submitted by the generation owners.

8. The emergency capacity assistance available due to interconnections of the PJM Region
with other balancing authorities, as limited by the capacity benefit margin considered in
the determination of available transfer capability and the probable availability of generation
in excess of load requirements in such areas.

The value of the capacity benefit margin as filed as part of the RAA periodically is reviewed by
Transmission Provider, in consultation with the Members Committee, and can be modified, if
necessary, to balance external emergency capacity assistance and internal installed capacity
reserves so as to minimize the total cost of the capacity reserves of the RAA participants, consistent
with the Reliability Principles and Standards.

Use of CBM in an Emergency
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The procedures for the use of CBM in an emergency, are described in Section 2 of PJM Manual
13: Emergency Operations and are consistent with NERC and ReliabilityFirst Corporation’s
Energy Emergency Alert defined in NERC’s EOP-002 standards. Transmission Provider is
responsible for declaring the existence of an emergency, and for directing the operations of the
PJM Members as necessary to manage, alleviate, or end a capacity shortage. Transmission
Provider uses CBM in an emergency only on behalf of LSEs. LSEs only use CBM through the
Transmission Provider’s use of CBM on the LSEs behalf.

Emergency use of CBM will be considered use of Network Integration Transmission Service and
there will be no additional charge for such use. Because an area is in an EEA 2 and Transmission
Provider is taking steps to avoid shedding firm load, the use of CBM will have a NERC curtailment
priority of 7 and will only be curtailed with other firm uses on a proportional basis.

Transmission Provider utilizes CBM on behalf of LSEs as described below.

e Transmission Provider reviews the level of dependency on external transactions to serve
the load in the PJM Region. Transmission Provider shall log occurrences where CBM is
implemented. Transmission Provider shall notify external systems via the Reliability
Coordinator Information System (defined in NERC EOP-002) or successor, a
communications tool located at the NERC website to post potential or actual alert
information, and Transmission Provider Members via the Transmission Provider’s website
and issue appropriate NERC alert levels consistent with NERC EOP- 002.

e CBM shall be used only after the following steps have been taken: all non-firm sales have
been terminated, direct-control load management has been implemented, and customer
interruptible demands have been interrupted. Due to the nature of emergencies,
Transmission Provider may skip or reorder the steps in accordance with Good Ultility
Practice. CBM may be used to reestablish Operating Reserves.

e CBM shall only be used if the PJM Region is experiencing a generation deficiency to
increase generation in the PJM Region. Transmission Provider shall use CBM, on behalf
of an LSE, in order to exercise emergency energy agreements and to implement approved
emergency energy bids. Transmission Provider does not displace Non-Firm Point-To-
Point Transmission Service and/or secondary service, described in Tariff, Part I1I, section
28.4, imports until the Transmission System is constrained. If the Transmission System is
constrained, CBM is used by Transmission Provider to displace such imports to provide
more reliable service to load during capacity deficiencies.

e Unused CBM is included in the AFC/ATC calculations as Non-Firm Point-To-Point
Transmission Service and/or secondary service, described in Tariff, Part III, section 28.4.
Transmission Planning Evaluation of Import Capability

The Transmission Provider conducted an Expected Import Capability Study (EICS) to evaluate
the emergency import limits of the Transmission Provider under summer peak conditions. That
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study showed the Transmission Provider’s import capability limit. This limit is evaluated annually
to assess whether the CBM value should be changed. This evaluation is discussed in the annual
PJM Reserve Requirement Study (RRS). While the Transmission Provider can import more than
the CBM value issued in the study, the additional import capability is reflected in ATC through
the OASIS postings. This allows the additional import capability to be used in the marketplace.
The reliability benefit of CBM saturates near the limit issued in the RRS.

Treatment of Transmission Reliability Margin (TRM)

The Transmission Reliability Margin (TRM) is a reliability margin applied to the flowgate in the
AFC Calculation. TRM accounts for the inherent uncertainty in system conditions and its
associated effects on ATC calculations and the need for operating flexibility to ensure reliable
system operation as system conditions change. The Transmission Provider, following the NERC
MOD-008-1, or successor Reliability Standard, calculates TRM for flowgates and may include
uncertainty items using a process described in the Transmission Reliability Margin
Implementation Document (TRMID). The flowgates are identified following NERC MOD-030-
2, or successor Reliability Standard, through processes described in the ATCID. Both the TRMID
and ATCID are posted PJM OASIS page under ATC Information.

Transmission Provider calculates TRM using the following methodology:

1. TRM shall be set using components of uncertainty identified in the TRMID for all
PJM flowgates except as noted below.

2. TLR and IROL. TRM shall be considered using components of uncertainty
identified in the TRMID for all flowgates that had TLR issued in the 12 months
prior to Transmission Provider’s annual TRM re-evaluation and are
Interconnection Reliability Operating Limits (IROLs) located in PJM Manual 37:
Reliability Coordination.

3. Constrained Operations. TRM may be set using components of uncertainty
identified in the TRMID for flowgates that were bound constrained in the 12
months prior to Transmission Provider’s annual TRM re-evaluation.

4. Current and Expected Operating Conditions. During times of unusual circulation
or other operating conditions, Transmission Provider may set a larger TRM than
indicated in sections 1, 2, and 3 above.

5. Historic Conditions. Notwithstanding sections 1, 2, and 3 above, Transmission
Provider may set TRM on specific flowgates consistent with components of
uncertainty identified in the TRMID and NERC MOD-008-1, or successor
Reliability Standard.

6. For non-PJM flowgates, the Transmission Provider uses the TRM values provided

by coordination entities for the PJIM AFC calculation on these flowgates in
accordance with applicable agreement with such entities.
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Transmission Provider uses data from Transmission Provider’s Energy Management System
(EMS) historic database, IROL and NERC’s Interchange Distribution Calculator (IDC) in the
calculation of TRM.

Transmission Provider uses TRM in all AFC calculations. Transmission Provider includes TRM
in the AFC/ATC calculation to provide a reasonable level of assurance that the interconnected
transmission network will be secure. TRM is not scheduled against or explicitly used for the
delivery of energy. It is preserved as a reliability margin to reflect the uncertainty of the operation
of the electric system (i.e., to prevent oversubscription of the transmission system). Transmission
Provider flowgates with their TRM, CBM, and ratings are posted on the PJM OASIS page.

Total Transfer Capability (TTC)

The Total Transfer Capability (TTC) is the amount of transfers that can be reliably delivered across
the interconnected transmission system for the forecasted conditions. The Transmission Provider
uses the network AFC methodology to calculate ATC, which does not use TTC as an input. The
flowgate rating is an equivalent starting point in the AFC calculation. However, a TTC value is
derived as an output and is posted.
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1.4B DER Aggregator Participation Model

(a) DER Aggregators providing capacity using a DER Capacity Aggregation Resource
shall be subject to the Day-ahead Energy Market must-offer requirement described in Tariff,
Attachment K-Appendix, section 1.10.1A(d) and Operating Agreement, Schedule 1, section
1.10.1A(d), based on the technology of the Component DER within the DER Aggregation
Resource linked to the DER Capacity Aggregation Resource, in accordance with the PIM Manuals.

(b) DER Aggregation Resources are subject to offer price cap and associated three
pivotal supplier test provisions of Operating Agreement, Schedule 1, section 6.4.

(c) A DER Capacity Aggregation Resource shall be subject to a MOPR Floor Offer
Price in accordance with the provisions applicable to MOPR Floor Offer Price for Generation
Capacity Resources, as described in Tariff, Attachment DD, section 5.14(h-2), and Market Seller
Offer Cap for Generation Capacity Resources in a manner consistent with the provisions applicable
to Market Seller Offer Cap for Generation Capacity Resources, as described in Tariff, Attachment
DD, section 6 and Tariff, Attachment M-Appendix, section ILLE, based on the underlying
technology of the Component DER.

A DER Capacity Aggregation Resource may segment offers for the Component DER subject to
mitigation, based on the underlying technology of the Component DER in the DER Capacity
Aggregation Resource, and further described in the PJM Manuals.

If a DER Capacity Aggregation Resource is subject to the Minimum Floor Offer Price pursuant to
Tariff, Attachment DD, sections 5.14(h-2), the Capacity Market Seller that owns or controls such
resources may submit a Sell Offer with a Minimum Floor Offer Price of no lower than the MW-
weighted average of the applicable MOPR Floor Offer Prices (zero if not applicable) of the
aggregated resources in such Sell Offer.

(d) Projected PJM Market Revenues for DER Capacity Aggregation Resources subject

to the Minimum Floor Offer Price or Market Seller Offer Cap shall be determined in accordance
with Tariff, Attachment DD, section 6.8(d).
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5.3A Locational UCAP Bilateral Transactions

A Member that has committed capacity through an RPM Auction for a Delivery Year may
purchase Locational UCAP as replacement capacity from a Member with available uncommitted
capacity for such Delivery Year in accordance with the terms of this section and the PJM Manuals.
Locational UCAP may not be sold or purchased prior to the date that the final Accredited UCAP
Factor is established for such Delivery Year, and if designated to PJM by the Locational UCAP
Seller as sold prior to the Third Incremental Auction for a Delivery Year must be confirmed by
the buyer prior to such Third Incremental Auction as purchased for replacement capacity, or such
transaction shall be rejected. In accordance with procedures specified in the PJM Manuals, the
parties to a Locational UCAP transaction must notify PJM of such transaction, which notification
must specify: 1) the buyer, ii) the Locational UCAP Seller, iii) the start and end dates of the
transaction (which may not be retroactive), iv) the Locational UCAP amount (no less than 0.1
megawatts), v) the demand or generation resource with available uncommitted capacity that is the
basis for the sale, vi) the Locational Delivery Area in which the resource is located. The Locational
UCAP Seller shall be responsible for any charges imposed under sections 7, 7A, 8, 10A, 10B, 11A,
11B, or 13, as applicable, for such Delivery Year, with respect to the increment of capacity sold
as Locational UCAP; any other settlement of charges under the Locational UCAP transaction shall
be between the parties. A purchaser of Locational UCAP may not offer such capacity into an RPM
Auction.
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5.6 Sell Offers

Sell Offers shall be submitted or withdrawn via the internet site designated by the Office of the
Interconnection, under the procedures and time schedule set forth in the PJM Manuals.

5.6.1 Specifications
A Sell Offer shall state quantities in increments of 0.1 megawatts and shall specify, as appropriate:

a) Identification of the Generation Capacity Resource, Demand Resource, Capacity
Storage Resource or Energy Efficiency Resource on which such Sell Offer is based;

b) Minimum and maximum megawatt quantity of installed capacity that the Capacity
Market Seller is willing to offer (notwithstanding such specification, the product offered shall be
Unforced Capacity), or designate as Self-Supply, from a Generation Capacity Resource;

1) Price, in dollars and cents per megawatt-day, that will be accepted by the
Capacity Market Seller for the megawatt quantity of Unforced Capacity offered from such
Generation Capacity Resource.

1) The Sell Offer may take the form of offer segments with varying price-
quantity pairs for varying output levels from the underlying resource, but may not take the form
of an offer curve with nonzero slope.

C) EFORd of each Generation Capacity Resource offered through the 2024/2025
Delivery Year.

1) If a Capacity Market Seller is offering such resource in a Base Residual
Auction, First Incremental Auction, Second Incremental Auction, or Conditional Incremental
Auction occurring before the Third Incremental Auction, the Capacity Market Seller shall specify
the EFORA to apply to the offer.

1) If a Capacity Market Seller is committing the resource as Self-Supply, the
Capacity Market Seller shall specify the EFORA to apply to the commitment.

iii) The EFORA applied to the Third Incremental Auction will be the final
EFORA established by the Office of the Interconnection six (6) months prior to the Delivery Year,
based on the actual EFORd in the PJM Region during the 12-month period ending September 30
that last precedes such Delivery Year.

d) The Nominated Demand Resource Value for each Demand Resource offered and
the Nominated Energy Efficiency Value for each Energy Efficiency Resource offered.

1) The Office of the Interconnection shall convert Nominated Energy Efficiency
Value to an Unforced Capacity basis by multiplying such value by the Forecast Pool Requirement.

i) The Office of the Interconnection shall convert the nominated Demand Resource
value to a UCAP basis by multiplying such value by, the Forecast Pool Requirement through the
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2024/2025 Delivery Year, and starting with the 2025/2026 Delivery Year and for subsequent
Delivery Years, the applicable ELCC Class Rating.

ii1)) Demand Resources and Energy Efficiency Resources shall specify the LDA in
which the resource is located, including the location of such resource within any Zone that includes
more than one LDA as identified on RAA, Schedule 10.1.

e) Accredited UCAP Factor for Generation Capacity Resources beginning with the
2025/2026 Delivery Year and subsequent Delivery Years.

1) The Accredited UCAP Factor shall be the value established by the Office
of the Interconnection in accordance with RAA, Schedule 9.2, prior to the applicable RPM
Auction. Such Accredited UCAP Factor shall be multiplied by the ICAP offered to convert the
ICAP offered into the UCAP offered.

i) If a Capacity Market Seller is committing the resource as Self-Supply, the
Accredited UCAP Factor determined by the Office of the Interconnection shall apply to such
commitment.

f) For a Qualifying Transmission Upgrade, the Sell Offer shall identify such upgrade,
and the Office of the Interconnection shall determine and certify the increase in CETL provided
by such upgrade. The Capacity Market Seller may offer the upgrade with an associated increase
in CETL to an LDA in accordance with such certification, including an offer price that will be
accepted by the Capacity Market Seller, stated in dollars and cents per megawatt-day as a price
difference between a Capacity Resource located outside such an LDA and a Capacity Resource
located inside such LDA; and the increase in CETL into such LDA to be provided by such
Qualifying Transmission Upgrade, as certified by the Office of the Interconnection.

(2) A Capacity Market Seller that owns or controls one or more Capacity Storage
Resources, Intermittent Resources, or Demand Resources may submit a Sell Offer as a Capacity
Performance Resource in a MW quantity consistent with their average expected output during
peak-hour periods, not to exceed the Accredited UCAP of such resource, as applicable.
Alternatively, a Capacity Market Seller that owns or controls one or more Intermittent Resources
that has been granted additional Capacity Interconnection Rights related to the Winter-Period and
Summer-Period Demand Resources may submit a Sell Offer which represents the aggregated
Unforced Capacity value of such resources, where such Sell Offer shall be considered to be located
in the smallest modeled LDA common to the aggregated resources. Such aggregated resources
shall be owned by or under contract to the Capacity Market Seller, including all such resources
obtained through bilateral contract and reported to the Office of the Interconnection in accordance
with the Office of the Interconnection’s rules related to its Capacity Exchange tools. If any of the
commercially aggregated resources in such Sell Offer are subject to the Minimum Floor Offer
Price pursuant to Tariff, Attachment DD, section 5.14(h-2), the Capacity Market Seller that owns
or controls such resources may submit a Sell Offer with a Minimum Floor Offer Price of no lower
than the time and MW-weighted average of the applicable MOPR Floor Offer Prices (zero if not
applicable) of the aggregated resources in such Sell Offer.

(h) A Capacity Market Seller that owns or controls a resource that qualifies as a

Summer-Period Capacity Performance Resource may submit a Sell Offer as a Capacity
Performance Resource in a MW quantity consistent with the average expected output of such
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resource during peak-hour periods, and may submit a separate Sell Offer as a Summer-Period
Capacity Performance Resource in a MW quantity consistent with the average expected output of
such resource during summer peak-hour periods, provided the total Sell Offer MW quantity
submitted as both a Capacity Performance Resource and a Summer-Period Capacity Performance
Resource does not exceed the Unforced Capacity value of the resource. A Capacity Market Seller
that owns or controls a resource that qualifies as a Winter-Period Capacity Performance Resource
may submit a Sell Offer as a Capacity Performance Resource in a MW quantity consistent with
the average expected output of such resource during peak-hour periods, and may submit a separate
Sell Offer as a Winter-Period Capacity Performance Resource in a MW quantity consistent with
the average expected output of such resource during winter peak-hour periods, provided the total
Sell Offer MW quantity submitted as both a Capacity Performance Resource and a Winter-Period
Capacity Performance Resource does not exceed the Unforced Capacity value of the resource.
Each segment of a Seasonal Capacity Performance Resource Sell Offer must be submitted as a
flexible Sell Offer segment with the minimum MW quantity offered set to zero.

5.6.2 Compliance with PJM Credit Policy

Capacity Market Sellers shall comply with the provisions of the PJM Credit Policy as set forth in
Tariff, Attachment Q, including the provisions specific to the Reliability Pricing Model, prior to
submission of Sell Offers in any Reliability Pricing Model Auction. A Capacity Market Seller
desiring to submit a Credit-Limited Offer shall specify in its Sell Offer the maximum auction credit
requirement, in dollars, and the maximum amount of Unforced Capacity, in megawatts, applicable
to its Sell Offer.

5.6.3 [reserved]
5.6.4 Qualifying Transmission Upgrades

A Qualifying Transmission Upgrade may not be the subject of any Sell Offer in a Base Residual
Auction unless it has been approved by the Office of the Interconnection, including certification
of the increase in Import Capability to be provided by such Qualifying Transmission Upgrade, no
later than 45 days prior to such Base Residual Auction. No such approval shall be granted unless,
at a minimum, a Facilities Study Agreement has been executed with respect to such upgrade, and
such upgrade conforms to all applicable standards of the Regional Transmission Expansion Plan
process.

5.6.5 Market-based Sell Offers
Subject to section 6, a Market Seller authorized by FERC to sell electric generating capacity at
market-based prices, or that is not required to have such authorization, may submit Sell Offers that
specify market-based prices in any Base Residual Auction or Incremental Auction.
5.6.6 Availability of Capacity Resources for Sale

(a) The Office of the Interconnection shall determine the quantity of megawatts of

available installed capacity that each Capacity Market Seller must offer in any RPM Auction
pursuant to Tariff, Attachment DD, section 6.6, through verification of the availability of
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megawatts of installed capacity from: (i) all Generation Capacity Resources owned by or under
contract to the Capacity Market Seller, including all Generation Capacity Resources obtained
through bilateral contract; (i1) the results of prior Reliability Pricing Model Auctions, if any, for
such Delivery Year (including consideration of any restriction imposed as a consequence of a prior
failure to offer); and (iii) such other information as may be available to the Office of the
Interconnection. The Office of the Interconnection shall reject Sell Offers or portions of Sell
Offers for Capacity Resources in excess of the quantity of installed capacity from such Capacity
Market Seller’s Capacity Resource that it determines to be available for sale.

(b) The Office of the Interconnection shall determine the quantity of installed capacity
available for sale in a Base Residual Auction or Incremental Auction as of the beginning of the
period during which Buy Bids and Sell Offers are accepted for such auction, as applicable, in
accordance with the time schedule set forth in the PJM Manuals. An external sale of capacity shall
not be reflected in the determination of available installed capacity unless the associated unit-
specific bilateral transaction is approved, the designation of such resource (or portion thereof) as
a network resource for the external load is demonstrated to the Office of the Interconnection, or
equivalent evidence of a firm external sale is provided prior to the deadline established therefor.
The determination of available installed capacity shall also take into account, as they apply in
proportion to the share of each resource owned or controlled by a Capacity Market Seller, any
approved capacity modifications, and existing capacity commitments established in a prior RPM
Auction, an FRR Capacity Plan, Locational UCAP transactions and/or replacement capacity
transactions under this Tariff, Attachment DD. To enable the Office of the Interconnection to
make this determination, no bilateral transactions for Capacity Resources applicable to the period
covered by an auction will be processed from the beginning of the period for submission of Sell
Offers and Buy Bids, as appropriate, for that auction until completion of the clearing determination
for such auction. Processing of such bilateral transactions will reconvene once clearing for that
auction is completed. A Generation Capacity Resource located in the PJM Region shall not be
removed from Capacity Resource status to the extent the resource is committed to service of PIM
loads as a result of an RPM Auction, FRR Capacity Plan, Locational UCAP transaction and/or by
designation as a replacement resource under this Tariff, Attachment DD.

(c) In order for a bilateral transaction for the purchase and sale of a Capacity Resource
to be processed by the Office of the Interconnection, both parties to the transaction must notify the
Office of the Interconnection of the transfer of the Capacity Resource from the seller to the buyer
in accordance with procedures established by the Office of the Interconnection and set forth in the
PJM Manuals. If a material change with respect to any of the prerequisites for the application of
Tariff, Attachment DD, section 5.6.6 to the Generation Capacity Resource occurs, the Capacity
Resource Owner shall immediately notify the Market Monitoring Unit and the Office of the
Interconnection.
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5.14 Clearing Prices and Charges
a) Capacity Resource Clearing Prices

For each Base Residual Auction and Incremental Auction, the Office of the Interconnection shall
calculate a clearing price to be paid for each megawatt-day of Unforced Capacity that clears in
such auction. The Capacity Resource Clearing Price for each LDA will be the marginal value of
system capacity for the PIM Region, without considering locational constraints, adjusted as
necessary by any applicable Locational Price Adders, Annual Resource Price Adders, Extended
Summer Resource Price Adders, Limited Resource Price Decrements, Sub-Annual Resource
Price Decrements, Base Capacity Demand Resource Price Decrements, and Base Capacity
Resource Price Decrements, all as determined by the Office of the Interconnection based on the
optimization algorithm. If a Capacity Resource is located in more than one Locational
Deliverability Area, it shall be paid the highest Locational Price Adder in any applicable LDA in
which the Sell Offer for such Capacity Resource cleared. The Annual Resource Price Adder is
applicable for Annual Resources only. The Extended Summer Resource Price Adder is
applicable for Annual Resources and Extended Summer Demand Resources.

The Locational Price Adder applicable to each cleared Seasonal Capacity Performance Resource
is determined during the post-processing of the RPM Auction results consistent with the manner
in which the auction clearing algorithm recognizes the contribution of Seasonal Capacity
Performance Resource Sell Offers in satisfying an LDA’s reliability requirement. For each LDA
with a positive Locational Price Adder with respect to the immediate higher level LDA, starting
with the lowest level constrained LDAs and moving up, PJM determines the quantity of equally
matched Summer-Period Capacity Performance Resources and Winter-Period Capacity
Performance Resources located and cleared within that LDA. Up to this quantity, the cleared
Summer-Period Capacity Performance Resources and Winter-Period Capacity Performance
Resources with the lowest Sell Offer prices will be compensated using the highest Locational
Price Adder applicable to such LDA; and any remaining Seasonal Capacity Performance
Resources cleared within the LDA are effectively moved to the next higher level constrained
LDA, where they are considered in a similar manner for compensation.

b) Resource Make-Whole Payments

If a Sell Offer specifies a minimum block, and only a portion of such block is needed to clear the
market in a Base Residual or Incremental Auction, the MW portion of such Sell Offer needed to
clear the market shall clear, and such Sell Offer shall set the marginal value of system capacity.
In addition, the Capacity Market Seller shall receive a Resource Make-Whole Payment equal to
the Capacity Resource Clearing Price in such auction times the difference between the Sell
Offer's minimum block MW quantity and the Sell Offer's cleared MW quantity. If the Sell Offer
price of a cleared Seasonal Capacity Performance Resource exceeds the applicable Capacity
Resource Clearing Price, the Capacity Market Seller shall receive a Resource Make-Whole
Payment equal to the difference between the Sell Offer price and Capacity Resource Clearing
Price in such RPM Auction. The cost for any such Resource Make-Whole Payments required in
a Base Residual Auction or Incremental Auction for adjustment of prior capacity commitments
shall be collected pro rata from all LSEs in the LDA in which such payments were made, based
on their Daily Unforced Capacity Obligations. The cost for any such Resource Make-Whole
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Payments required in an Incremental Auction for capacity replacement shall be collected from all
Capacity Market Buyers in the LDA in which such payments were made, on a pro-rata basis
based on the MWs purchased in such auction.

c) New Entry Price Adjustment

A Capacity Market Seller that submits a Sell Offer based on a Planned Generation Capacity
Resource that clears in the BRA for a Delivery Year may, at its election, submit Sell Offers with
a New Entry Price Adjustment in the BRAs for the two immediately succeeding Delivery Years
if:

1. Such Capacity Market Seller provides notice of such election at the time it
submits its Sell Offer for such resource in the BRA for the first Delivery Year for which such
resource is eligible to be considered a Planned Generation Capacity Resource. When the
Capacity Market Seller provides notice of such election, it must specify whether its Sell Offer is
contingent upon qualifying for the New Entry Price Adjustment. The Office of the
Interconnection shall not clear such contingent Sell Offer if it does not qualify for the New Entry
Price Adjustment.

2. All or any part of a Sell Offer from the Planned Generation Capacity
Resource submitted in accordance with section 5.14(c)(1) is the marginal Sell Offer that sets the
Capacity Resource Clearing Price for the LDA.

3. Acceptance of all or any part of a Sell Offer that meets the conditions in
section 5.14(c)(1)-(2) in the BRA increases the total Unforced Capacity committed in the BRA
(including any minimum block quantity) for the LDA in which such Resource will be located
from a megawatt quantity below the LDA Reliability Requirement to a megawatt quantity at or
above a megawatt quantity at the price-quantity point on the VRR Curve at which the price is
0.40 times the applicable Net CONE divided by (one minus the pool-wide average EFORd)
through the 2024/2025 Delivery Year, and beginning with the 2025/2026 Delivery Year, divided
by the applicable ELCC Class Rating for the Reference Resource.

4. Such Capacity Market Seller submits Sell Offers in the BRA for the two
immediately succeeding Delivery Years for the entire Unforced Capacity of such Generation
Capacity Resource committed in the first BRA under section 5.14(c)(1)-(2) equal to the lesser of:
A) the price in such seller’s Sell Offer for the BRA in which such resource qualified as a Planned
Generation Capacity Resource that satisfies the conditions in section 5.14(c)(1)-(3); or B) 0.90
times the Net CONE applicable in the first BRA in which such Planned Generation Capacity
Resource meeting the conditions in section 5.14(c)(1)-(3) cleared, on an Unforced Capacity
basis, for such LDA.

5. If the Sell Offer is submitted consistent with section 5.14(c)(1)-(4) the
foregoing conditions, then:

(1) in the first Delivery Year, the Resource sets the Capacity Resource

Clearing Price for the LDA and all cleared resources in the LDA receive
the Capacity Resource Clearing Price set by the Sell Offer as the marginal
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offer, in accordance with Tariff, Attachment DD, section 5.12(a) and
section 5.14(a) above.

(i)  in either of the subsequent two BRAs, if any part of the Sell Offer from
the Resource clears, it shall receive the Capacity Resource Clearing Price
for such LDA for its cleared capacity and for any additional minimum
block quantity pursuant to section 5.14(b) above; or

(i11))  if the Resource does not clear, it shall be deemed resubmitted at the
highest price per MW-day at which the megawatt quantity of Unforced
Capacity of such Resource that cleared the first-year BRA will clear the
subsequent-year BRA pursuant to the optimization algorithm described in
Tariff, Attachment DD, section 5.12(a), and

(iv)  the resource with its Sell Offer submitted shall clear and shall be
committed to the PJM Region in the amount cleared, plus any additional
minimum-block quantity from its Sell Offer for such Delivery Year, but
such additional amount shall be no greater than the portion of a minimum-
block quantity, if any, from its first-year Sell Offer satisfying section
5.14(c)(1)-(3) above that is entitled to compensation pursuant to section
5.14(b) above; and

(v) the Capacity Resource Clearing Price, and the resources cleared, shall be
re-determined to reflect the resubmitted Sell Offer. In such case, the
Resource for which the Sell Offer is submitted pursuant to section
5.14(c)(1)-(4) above shall be paid for the entire committed quantity at the
Sell Offer price that it initially submitted in such subsequent BRA. The
difference between such Sell Offer price and the Capacity Resource
Clearing Price (as well as any difference between the cleared quantity and
the committed quantity), will be treated as a Resource Make-Whole
Payment in accordance with section 5.14(b) above. Other capacity
resources that clear the BRA in such LDA receive the Capacity Resource
Clearing Price as determined in section 5.14(a) above.

6. The failure to submit a Sell Offer consistent with section 5.14(c)(i)-(iii)
above in the BRA for Delivery Year 3 shall not retroactively revoke the New Entry Price
Adjustment for Delivery Year 2. However, the failure to submit a Sell Offer consistent with
section 5.14(c)(4) above in the BRA for Delivery Year 2 shall make the resource ineligible for
the New Entry Pricing Adjustment for Delivery Years 2 and 3.

7. For each Delivery Year that the foregoing conditions are satisfied, the
Office of the Interconnection shall maintain and employ in the auction clearing for such LDA a
separate VRR Curve, notwithstanding the outcome of the test referenced in Tariff, Attachment
DD, section 5.10(a)(ii).

8. On or before August 1, 2012, PJM shall file with FERC under FPA
section 205, as determined necessary by PJM following a stakeholder process, tariff changes to
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establish a long-term auction process as a not unduly discriminatory means to provide adequate
long-term revenue assurances to support new entry, as a supplement to or replacement of this
New Entry Price Adjustment.

d) Qualifying Transmission Upgrade Payments

A Capacity Market Seller that submitted a Sell Offer based on a Qualifying Transmission
Upgrade that clears in the Base Residual Auction shall receive a payment equal to the Capacity
Resource Clearing Price, including any Locational Price Adder, of the LDA into which the
Qualifying Transmission Upgrade is to increase Capacity Emergency Transfer Limit, less the
Capacity Resource Clearing Price, including any Locational Price Adder, of the LDA from
which the upgrade was to provide such increased CETL, multiplied by the megawatt quantity of
increased CETL cleared from such Sell Offer. Such payments shall be reflected in the
Locational Price Adder determined as part of the Final Zonal Capacity Price for the Zone
associated with such LDAs, and shall be funded through a reduction in the Capacity Transfer
Rights allocated to Load-Serving Entities under Tariff, Attachment DD, section 5.15, as set forth
in that section. PJMSettlement shall be the Counterparty to any cleared capacity transaction
resulting from a Sell Offer based on a Qualifying Transmission Upgrade.

e) Locational Reliability Charge

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational
Reliability Charge (subject to certain offsets and other adjustments as described in Tariff,
Attachment DD, section 5.14B, Tariff, Attachment DD, section 5.14C, Tariff, Attachment DD,
section 5.14D, Tariff, Attachment DD, section 5.14E and Tariff, Attachment DD, section 5.15)
equal to such LSE’s Daily Unforced Capacity Obligation in a Zone during such Delivery Year
multiplied by the applicable Final Zonal Capacity Price in such Zone. PJMSettlement shall be
the Counterparty to the LSEs’ obligations to pay, and payments of, Locational Reliability
Charges.

f) The Office of the Interconnection shall determine Zonal Capacity Prices in
accordance with the following, based on the optimization algorithm:

1) The Office of the Interconnection shall calculate and post the Preliminary
Zonal Capacity Prices for each Delivery Year following the Base Residual Auction for such
Delivery Year. The Preliminary Zonal Capacity Price for each Zone shall be the sum of: 1) the
marginal value of system capacity for the PJM Region, without considering locational
constraints; 2) the Locational Price Adder, if any, for the LDA in which such Zone is located;
provided however, that if the Zone contains multiple LDAs with different Capacity Resource
Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity Resource
Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity Resources
cleared in each such LDA; 3) an adjustment, if required, to account for adders paid to Annual
Resources and Extended Summer Demand Resources in the LDA for which the zone is located;
4) an adjustment, if required, to account for Resource Make-Whole Payments; and (5) an
adjustment, if required to provide sufficient revenue for payment of any PRD Credits, all as
determined in accordance with the optimization algorithm.
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1) The Office of the Interconnection shall calculate and post the Adjusted
Zonal Capacity Price following each Incremental Auction. The Adjusted Zonal Capacity Price
for each Zone shall equal the sum of: (1) the average marginal value of system capacity
weighted by the Unforced Capacity cleared in all auctions previously conducted for such
Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (2) the
average Locational Price Adder weighted by the Unforced Capacity cleared in all auctions
previously conducted for such Delivery Year (excluding any Unforced Capacity cleared as
replacement capacity); (3) an adjustment, if required, to account for adders paid to Annual
Resources and Extended Summer Demand Resources for all auctions previously conducted for
such Delivery Year (excluding any Unforced Capacity cleared as replacement capacity); (4) an
adjustment, if required, to account for Resource Make-Whole Payments for all actions previously
conducted (excluding any Resource Make-Whole Payments to be charged to the buyers of
replacement capacity); and (5) an adjustment, if required to provide sufficient revenue for
payment of any PRD Credits. The Adjusted Zonal Capacity Price may decrease if Unforced
Capacity is decommitted or the Resource Clearing Price decreases in an Incremental Auction.

1i1) The Office of the Interconnection shall calculate and post the Final Zonal
Capacity Price for each Delivery Year after the final auction is held for such Delivery Year, as
set forth above. The Final Zonal Capacity Price for each Zone shall equal the Adjusted Zonal
Capacity Price, as further adjusted to reflect any decreases in the Nominated Demand Resource
Value of any existing Demand Resource cleared in the Base Residual Auction, First Incremental,
or Second Incremental Auction.

g) Resource Substitution Charge

Each Capacity Market Buyer in an Incremental Auction securing replacement
capacity shall pay a Resource Substitution Charge equal to the Capacity Resource Clearing Price
resulting from such auction multiplied by the megawatt quantity of Unforced Capacity purchased
by such Market Buyer in such auction.

h) [Reserved for future use]
h-1) [Reserved for future use]
h-2)  Minimum Offer Price Rule Effective with the 2023/2024 Delivery Year

(1) Certification Requirement.

(A) By no later than one hundred and fifty (150) days prior to the
commencement of the offer period of any RPM Auction conducted for the 2024/2025 Delivery
Year and all subsequent Delivery Years, and by the date posted on the PJM website for the
2023/2024 Delivery Year, each Capacity Market Seller must certify to the Office of
Interconnection for each Generation Capacity Resource and each applicable DER Capacity
Aggregation Resource the Capacity Market Seller intends to offer into the RPM Auction, in
accordance with the PJM Manuals:

(1) whether or not the Generation Capacity Resource is receiving or

expected to receive Conditioned State Support under any legislative or other governmental
policy or program that has been enacted or effective at the time of the certification; and
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(i1) whether or not the Capacity Market Seller acknowledges and
understands that the Exercise of Buyer-Side Market Power is not permitted in RPM Auctions,
and does not intend to submit a Sell Offer for their Generation Capacity Resource as an Exercise
of Buyer-Side Market Power.

(B)  All Capacity Market Sellers shall be responsible for the accuracy
of each certification and its conformance with the Tariff irrespective of any guidance developed
by the Office of the Interconnection and the Market Monitoring Unit.

(C)  Once a Capacity Market Seller has certified whether or not a
Generation Capacity Resource is receiving or expected to receive Conditioned State Support, the
certification requirements in subsection (A)(i) above do not apply and the status of such
Generation Capacity Resource will remain unchanged unless and until the Capacity Market
Seller (or a subsequent Capacity Market Seller of the underlying resource) that owns or controls
such Generation Capacity Resource provides a certification of a change in such status, the Office
of the Interconnection removes such status, or by FERC order. All Capacity Market Sellers shall
have an ongoing obligation to certify to the Office of Interconnection and the Market Monitoring
Unit a Generation Capacity Resource’s material change in status regarding whether such
resource is receiving or expected to receive Conditioned State Support within 30 days of such
material change. Nothing in this provision shall supersede the requirement for all Capacity
Market Sellers to certify to the Office of Interconnection pursuant to Tariff, Attachment DD,
section 5.14(h-2)(1)(A)(i1).

(2) Determining Generation Capacity Resources Subject to the Minimum
Offer Price Rule.

(A)  Conditioned State Support.

(1) If the Office of the Interconnection reasonably believes a
government policy or program would provide Conditioned State Support or a Capacity Market
Seller certifies that it is receiving or is expected to receive Conditioned State Support associated
with a given Generation Capacity Resource, the Office of Interconnection shall submit, pursuant
to section 205 of the Federal Power Act, 16 U.S.C. § 824d, a filing at FERC indicating the Office
of the Interconnection’s intent to classify the government policy or program from which that
support is derived as Conditioned State Support (and adding such policy or program to the list in
Tariff, Attachment DD-3) and apply the Minimum Offer Price Rule to each Generation Capacity
Resource reasonably expected to receive such Conditioned State Support. If FERC has already
ruled on whether a specific government program or policy constitutes Conditioned State Support
and such policy or program is listed in Tariff, Attachment DD-3, the Office of the
Interconnection shall not be required to submit the filing described in the preceding sentence.

(i1) Government policies or programs that do not provide payments
or other financial benefit outside of PJM markets and do not provide payment or other financial
benefit in exchange for the sale of a FERC-jurisdictional product conditioned on clearing in any
RPM Auction do not constitute Conditioned State Support. Examples of such government
policies that do not constitute Conditioned State Support may include, but are not limited to:
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policies designed to procure, incent, or require environmental attributes, whether bundled or
unbundled (e.g., Renewable Energy Credits, Zero Emission Credits; Regional Greenhouse Gas
Initiative); economic development programs and policies; tax incentives; state retail default
service auctions; policies or programs that provide incentives related to fuel supplies; 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., Cross-State Air Pollution
Rule). In addition, Conditioned State Support shall not be determined solely based on the
business model of the Capacity Market Seller, such that the fact that a Self-Supply Entity is the
Capacity Market Seller, for example, is not a basis for determining Conditioned State Support.

(111) Upon FERC acceptance (whether by order or operation of law)
that a government policy or program or contract with a state entity constitutes Conditioned State
Support, a Generation Capacity Resource for which a Capacity Market Seller certifies pursuant
to Tariff, Attachment DD, section 5.14(h-2)(1)(A)(i) that it is receiving Conditioned State
Support or is reasonably expected to receive such Conditioned State Support, as identified by the
Office of the Interconnection, with the advice and input of the Market Monitoring Unit, will be
subject to the provisions of the Minimum Offer Price Rule.

(B)  Exercise of Buyer-Side Market Power

(1) If a Capacity Market Seller does not certify that it
acknowledges the prohibition of the Exercise of Buyer Side Market Power and the Capacity
Market Seller intends to exercise Buyer-Side Market Power for this Generation Capacity
Resource, then the underlying Capacity Resource shall be subject to the MOPR pursuant to
Tariff, Attachment DD, section 5.14(h-2)(1)(A)(i). If the Office of the Interconnection and/or the
Market Monitoring Unit reasonably suspects that a certification submitted under Tariff,
Attachment DD, section 5.14(h-2)(1)(A)(i1) contains fraudulent or material misrepresentations
such that the Capacity Market Seller’s Generation Capacity Resource may be the subject of a
Sell Offer that would be an Exercise of Buyer-Side Market Power or otherwise reasonably
suspects that a Generation Capacity Resource may be the subject of a Sell Offer that would be an
Exercise of Buyer-Side Market Power, the Office of the Interconnection and/or the Market
Monitoring Unit shall initiate a fact-specific review into the facts and circumstances regarding
the Generation Capacity Resource and whether the Capacity Market Seller has the ability and
incentive to exercise Buyer-Side Market Power with respect to such Generation Capacity
Resource. During such fact-specific review, the Capacity Market Seller will have the
opportunity to explain and justify why a Sell Offer for the Generation Capacity Resource would
not be an Exercise of Buyer-Side Market Power. The Office of the Interconnection and/or the
Market Monitoring Unit shall notify the Capacity Market Seller of the bases for inquiry and
initiation of review at least 135 days in advance of the RPM Auction conducted for the
2024/2025 Delivery Year and all subsequent Delivery Years, and by the date posted on the PIM
website for the 2023/2024 Delivery Year.

In initiating a review, the Office of the Interconnection and/or the
Market Monitoring Unit shall provide the affected Capacity Market Seller, in writing, the basis
for its inquiry, including, but not limited to, the Generation Capacity Resource(s), and the
purported beneficiary of any price suppression. The Office of the Interconnection and/or the
Market Monitoring Unit may request from the Capacity Market Seller additional information and
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documentation that is reasonably related to the basis for its inquiry, provided that, the Office of
the Interconnection and the Market Monitoring Unit shall confer with the Capacity Market Seller
in advance of any such requests. The Capacity Market Seller shall provide any additional
supporting information and documentation requested by the Office of the Interconnection and/or
the Market Monitoring Unit, and any other information and documentation the Capacity Market
Seller believes may justify the conduct or action in question as not representing an Exercise of
Buyer-Side Market Power, within 15 days or other such timeline as agreed to in writing by the
Office of the Interconnection, Market Monitoring Unit and Capacity Market Seller.

The fact-specific review will determine, as necessary, whether a
Capacity Market Seller has the ability and incentive to submit a Sell Offer for the Generation
Capacity Resource that could be an Exercise of Buyer-Side Market Power, as follows:

(a) To determine whether a Capacity Market Seller may
have Buyer Side Market Power associated with the Generation Capacity Resource for the
applicable RPM Auction, the Office of the Interconnection and/or the Market Monitoring Unit
will perform ex-ante testing to determine the extent to which a shift in the supply curve by a
number of megawatts equal to the size of the Generation Capacity Resource would affect RPM
Auction clearing prices, where such analysis would reflect expected supply and demand
conditions in the region of the market clearing prices and quantities in recent RPM Auctions,
would reflect whether the relevant LDAs have been constrained in recent RPM Auctions, and
would reflect reasonably expected material changes in an LDA including the modeling of the
LDA and expected changes in supply and demand for the applicable Delivery Year. To the
extent the foregoing analyses show that the Generation Capacity Resource would have a material
effect on RPM Auction clearing prices, the Capacity Market Seller shall be deemed to have the
ability to exercise Buyer Side Market Power.

(b) To determine whether the Capacity Market Seller’s
submission of a Sell Offer at any given price level for such Generation Capacity Resource may
constitute an Exercise of Buyer-Side Market Power, the Office of the Interconnection and/or the
Market Monitoring Unit shall perform ex-ante testing to determine whether, given the ability to
suppress prices identified in the relevant LDAs and the PJM Region, such price suppression
would be economically beneficial to the Capacity Market Seller by comparing its expected cost
with its economic benefit, and where the expected cost shall reflect the excess economic costs of
the resource above expected market revenues, and the expected benefit shall reflect the expected
cost savings to the expected net short position (based on estimated capacity obligations and
owned and contracted capacity measured on a three-year average basis for the three years
starting with the first day of the Delivery Year associated with the RPM Auction in which the
Generation Capacity Resource is being offered) in the relevant LDAs and RTO multiplied by the
price change resulting from offering the resource uneconomically. In this analysis, the Office of
Interconnection and/or the Market Monitoring Unit shall consider whether any capacity
obligations in which the capacity costs based on RPM Auction clearing prices are directly passed
through to load and consider whether the price of any contracted capacity passes through RPM
Auction clearing prices. If the expected benefit outweighs the expected cost, the Capacity Market
Seller shall be deemed to have the incentive to exercise Buyer Side Market Power. If a resource
offer can be justified, economically or otherwise, without consideration of the benefit to the
Capacity Market Seller of the suppressed prices, the Capacity Market Seller shall be deemed not
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to have the incentive to exercise Buyer Side Market Power with respect to that resource. Out-of-
market compensation (such as from renewable energy credits and zero emission credits) that are
not tied to either Conditioned State Support or a bilateral contract that directs the submission of
an offer to lower market clearing prices may be used to support the economics of the resource
under review.

(i1) The following nonexhaustive list of circumstances would
preclude an inquiry into or determination regarding an Exercise of Buyer-Side Market Power in
the course of a review initiated pursuant to subsection (i) above: (a) the Generation Capacity
Resource is a merchant generation supply resources that is not contracted to an entity with a
Load Interest; (b) the Generation Capacity Resource is acquired by or under the contractual
control of the Capacity Market Seller through a competitive and non-discriminatory procurement
process open to new and existing resources; or (c) the Generation Capacity Resource is owned
by or bilaterally contracted to a Self-Supply Seller and such resource is demonstrated as
consistent with or included in the Self-Supply Seller’s long-range resource plan (e.g., a long-
range hedging plan) that is approved or otherwise reviewed and accepted by the RERRA,
provided that any such plan approval or contracts do not direct the submission of an uneconomic
offer to deliberately lower market clearing prices or for the Capacity Market Seller to otherwise
perform an Exercise of Buyer-Side Market Power. In addition, to the extent a Generation
Capacity Resource may receive compensation in support of characteristics aligned with well-
demonstrated customer preferences, such compensation shall not, in and of itself, be a basis for
the determination of Buyer-Side Market Power.

(ii1) Based on the foregoing tests and fact-specific review,
including the facts and circumstances of the Generation Capacity Resource, the Office of the
Interconnection, with the advice and input of the Market Monitoring Unit, shall determine
whether a Generation Capacity Resource may be the subject of a Sell Offer that would be an
Exercise of Buyer-Side Market Power. If the Office of the Interconnection, with the advice and
input of the Market Monitoring Unit, determines that a Generation Capacity Resource may be
the subject of a Sell Offer that would be an Exercise of Buyer-Side Market Power or the
Capacity Market Seller certifies that it intends to exercise Buyer-Side Market Power, then such
resource will be subject to the provisions of the Minimum Offer Price Rule. If the resource will
be subject to the provisions of the Minimum Offer Price Rule, the Office of the Interconnection
shall include in the notice a written explanation for such determination. A Capacity Market
Seller that is dissatisfied with the Office of the Interconnection’s determination of whether a
given Generation Capacity Resource is subject to the Minimum Offer Price Rule may seek any
remedies available to it from FERC; provided, however, that the Office of the Interconnection
will proceed with administration of the Tariff and market rules based on its determination
hereunder unless FERC by order directs otherwise.

(C)  Failure to timely submit a certification. Any Generation Capacity
Resource for which a Capacity Market Seller has not timely submitted the certifications required
under Tariff, Attachment DD, section 5.14(h-2)(1) shall be subject to the provisions of the
Minimum Offer Price Rule. Notwithstanding the foregoing, if a Capacity Market Seller submits
a timely unit-specific exception pursuant to Tariff, Attachment DD, section 5.14(h-2)(4) for the
relevant Delivery Year, and PJM approves the unit-specific MOPR Floor Offer Price, then the
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Capacity Market Seller may use such floor price regardless of whether it timely submitted the

foregoing certifications.

(3) Minimum Offer Price Rule. Any Sell Offer for a Generation Capacity
Resource that is subject to the provisions of the Minimum Offer Price Rule pursuant to Tariff,
Attachment DD, section 5.14(h-2)(2) shall have an offer price no lower than the applicable
MOPR Floor Offer Price, unless the applicable MOPR Floor Offer Price is higher than the
applicable Market Seller Offer Cap, in which circumstance the Capacity Market Seller, to
participate in an RPM Auction, must request a unit-specific value determined in accordance with
the unit-specific MOPR Floor Offer Price process, and the unit-specific MOPR Floor Offer Price
shall establish the offer level for such resource.

(A)

New Entry MOPR Floor Offer Price. For a Generation Capacity
Resource that is subject to the provisions of the Minimum Offer Price Rule pursuant to Tariff,
Attachment DD, section 5.14(h-2)(2) and for which a Sell Offer based on that resource, or any
uprate of such Generation Capacity Resource participating in the generation interconnection
process under Tariff, Part IV, Subpart A, that has not cleared an RPM Auction for any Delivery
Year, the applicable MOPR Floor Offer Price, based on the net cost of new entry for the
resource type, shall be, at the election of the Capacity Market Seller, (i) the unit-specific value
determined in accordance with the unit-specific MOPR Floor Offer Price process in Tariff,
Attachment DD, section 5.14(h-2)(4) below or (ii) if applicable, the default New Entry MOPR
Floor Offer Price for the applicable resource based on the gross cost of new entry values shown
in the table below, as adjusted for Delivery Years subsequent to the 2022/2023 or 2026/2027
Delivery Year, as applicable, net of estimated net energy and ancillary service revenues for the
resource type and Zone in which the resource is located.

Resource Type Through the 2025/2026 For the 2026/2027 Delivery
Delivery Years: Year and Subsequent Delivery
Gross Cost of New Entry Years:
(2022/2023 $/ MW-day) Gross Cost of New Entry
(Nameplate) (2026/2027 $/ MW-day)
(Nameplate)

Nuclear $2,000 $2,568

Coal $1,068 $1,480

Combined Cycle $320 $540

Combustion Turbine $294 $427

Fixed Solar PV $271 $298

Tracking Solar PV $290 $321

Onshore Wind $420 $438

Offshore Wind $1,155 $1,351

Battery Energy Storage $532 $502

The gross cost of new entry values in the table above are expressed in dollars per MW-day in
terms of nameplate megawatts. For purposes of submitting a Sell Offer, the gross cost of new
entry values must be converted to a net cost of new entry by subtracting the estimated net energy
and ancillary service revenues, as determined below, from the gross cost of new entry. However,
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the resultant net cost of new entry of the battery energy storage resource type in the table above
must be multiplied by 2.5. The net cost of new entry based on nameplate capacity is then
converted to Unforced Capacity (“UCAP”) MW-day. For the 2023/2024 and 2024/2025
Delivery Years, the net cost of new entry is adjusted using: for battery storage, wind, and solar
resource types, the applicable ELCC Class Rating; or for all other generation resource types, the
applicable class average EFORd. For the 2025/2026 Delivery Year and subsequent Delivery
Years, the net cost of new entry is adjusted by the applicable class average Accredited UCAP
Factor. The resulting default New Entry MOPR Floor Offer price in UCAP/MW-day terms shall
be applied to each MW offered for the Capacity Resource regardless of the actual Sell Offer
quantity and regardless of whether the Sell Offer is for a Seasonal Capacity Performance
Resource.

Commencing with the Base Residual Auction for the 2023/2024 Delivery Year, the Office of the
Interconnection shall adjust the default gross costs of new entry in the table above and post the
preliminary estimates of the adjusted applicable default New Entry MOPR Floor Offer Prices on
its website, by no later than one hundred fifty (150) days prior to the commencement of the offer
period for each Base Residual Auction. To determine the adjusted applicable default New Entry
MOPR Floor Offer Prices for all resource types, the Office of the Interconnection shall adjust the
gross costs of new entry utilizing, for combustion turbine and combined cycle resource types, the
same Applicable BLS Composite Index applied for such Delivery Year to adjust the CONE
value used to determine the Variable Resource Requirement Curve, in accordance with Tariff,
Attachment DD, section 5.10(a)(iv), and for all other resource types, the “BLS Producer Price
Index Turbines and Turbine Generator Sets” component of the Applicable BLS Composite Index
used to determine the Variable Resource Requirement Curve shall be replaced with the “BLS
Producer Price Index Final Demand, Goods Less Food & Energy, Private Capital Equipment”
when adjusting the gross costs of new entry. The resultant value shall then be then adjusted
further by a factor of 1.022 for nuclear, coal, combustion turbine, and combine cycle resource
types or 1.01 for solar, wind, and storage resource types to reflect the annual decline in bonus
depreciation scheduled under federal corporate tax law. Updated estimates of the net energy and
ancillary service revenues for each default resource type and applicable Zone, which shall
include, but are not limited to, consideration of Fuel Costs, Maintenance Adders and Operating
Costs, as applicable, pursuant to Operating Agreement, Schedule 2 shall then be subtracted from
the adjusted gross costs of new entry to determine the adjusted New Entry MOPR Floor Offer
Price. The net energy and ancillary services revenue is equal to the average of the annual net
revenues of the three most recent calendar years preceding the Base Residual Auction, where
such annual net revenues shall be determined in accordance with the following and the PJIM
Manuals:

(1) for nuclear resource type, the net energy and ancillary services
revenue estimate shall be determined by the gross energy market revenue determined by the
product of [average annual zonal day-ahead LMP, times 8,760 hours times the annual average
equivalent availability factor of all PJM nuclear resources] minus the total annual cost to produce
energy determined by the product of [8,760 hours times the annual average equivalent
availability factor of all PJM nuclear resources times $9.02/MWh for a single unit plant or
$7.66/MWh for a multi-unit plant] where these hourly cost rates include fuel costs and variable
operation and maintenance expenses, inclusive of Maintenance Adder costs, plus an ancillary
services revenue of $3,350/MW-year;

Page 34



(ii) for coal resource type, the net energy and ancillary services
revenue estimate shall be determined by a simulated dispatch of a 650 MW coal unit (with heat
rate of 8,638 BTU/kWh and variable operations and maintenance variable operation and
maintenance expenses, inclusive of Maintenance Adder costs, of $9.50/MWh) using applicable
coal prices, as set forth in the PJIM Manuals, plus reactive services revenue of $3,350/MW-year.
The unit is committed day-ahead in profitable blocks of at least eight hours, and then committed
in real-time for profitable hours if not already committed day ahead;

(ii1) for combustion turbine resource type, the net energy and
ancillary services revenue estimate shall be determined in a manner consistent with the
methodology described in Tariff, Attachment DD, section 5.10(a)(v)(B) for the Reference
Resource combustion turbine.

(iv) for combined cycle resource type, the net energy and ancillary
services revenue estimate shall be determined in the same manner as that prescribed for a
combustion turbine resource type, except that the heat rate assumed for the combined cycle
resource shall be 6,553 BTU/kwh, the variable operations and maintenance expenses for such
resource, inclusive of Maintenance Adder costs, shall be $2.11/MWh, the Peak-Hour Dispatch
scenario for both the Day-Ahead and Real-Time Energy Markets shall be modified to dispatch
the CC resource continuously during the full peak-hour period, as described in Peak-Hour
Dispatch, for each such period that the resource is economic (using the test set forth in such
section), rather than only during the four-hour blocks within such period that such resource is
economic, and the ancillary services revenue shall be $3,350/MW-year.

(v) for solar PV resource type, the net energy and ancillary services
revenue estimate shall be determined using a solar resource model that provides the average MW
output level, expressed as a percentage of nameplate rating, by hour of day (for each of the 24-
hours of a day) and by calendar month (for each of the twelve months of a year). The annual net
energy market revenues are determined by multiplying the solar output level of each hour by the
real-time zonal LMP applicable to such hour with this product summed across all of the hours of
an annual period, plus an ancillary services revenue of $3,350/MW-year. Two separate solar
resource models are used, one model for a fixed panel resource and a second model for a
tracking panel resource;

(vi) for onshore wind resource type, the net energy and ancillary
services revenue estimate shall be determined using a wind resource model that provides the
average MW output level, expressed as a percentage of nameplate rating, by hour of day (for
each of the 24-hours of a day) and by calendar month (for each of the twelve months of a year).
The annual energy market revenues are determined by multiplying the wind output level of each
hour by the real-time zonal LMP applicable to such hour with this product summed across all of
the hours of an annual period, plus an ancillary services revenue of $3,350/MW-year;

(vii) for offshore wind resource type, the net energy and ancillary
services revenue estimate shall be the product of [the average annual zonal real-time LMP times
8,760 hours times an assumed annual capacity factor of 45%], plus an ancillary services revenue
of $3,350/MW-year; and
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(viii) for Capacity Storage Resource, the net energy and ancillary
services revenue estimate shall be estimated by a simulated dispatch against historical real-time
zonal LMPs where the resource is assumed to be dispatched for the four hours of highest LMP of
a daily twenty-four hour period if the average LMP of these four hours exceeds 120% of the
average LMP of the four lowest LMP hours of the same twenty-four hour period. The net energy
market revenues will be determined by the product of [hourly output of 1 MW times the hourly
LMP for each hour of assumed discharging] minus the product of [hourly consumption of 1.2
MW times the hourly LMP for each hour of assumed charging] with this net value summed
across all of the hours of an annual period, plus an ancillary services revenue of $3,350/MW-
year. An 83.3% efficiency of the battery energy storage resource is reflected by assuming each
1.0 MW of discharge requires 1.2 MW of charge.

Beginning with the Delivery Year that commences June 1, 2022, and continuing no later than for
every fourth Delivery Year thereafter, the Office of the Interconnection shall review the default
gross cost of new entry values. Such review may include, without limitation, analyses of the
fixed development, construction, operation, and maintenance costs for such resource types.
Based on the results of such review, PIM shall propose either to modify or retain the default
gross cost of new entry values stated in the table above. The Office of the Interconnection shall
post publicly and solicit stakeholder comment regarding the proposal. If, as a result of this
process, changes to the default gross cost of new entry values are proposed, the Office of the
Interconnection shall file such proposed modifications with the FERC by October 1, prior to the
conduct of the Base Residual Auction for the first Delivery Year in which the new values would
be applied.

Any Generation Capacity Resource that is subject to the provisions of the Minimum Offer Price
Rule pursuant to Tariff, Attachment DD, section 5.14(h-2)(2) and that has not previously cleared
an RPM Auction for that or any prior Delivery Year and for which there is no default MOPR
Floor Offer Price provided in accordance with this section, including hybrid resources, must seek
a unit-specific value determined in accordance with the unit-specific MOPR Floor Offer Price
process below to participate in an RPM Auction. Failure to obtain a unit-specific MOPR Floor
Offer Price will result in the Office of the Interconnection rejecting any Sell Offer based on such
resource for the relevant RPM Auction.

(B)  Cleared MOPR Floor Offer Prices.

For a Generation Capacity Resource that is subject to the
provisions of the Minimum Offer Price Rule pursuant to Tariff, Attachment DD, section 5.14(h-
2)(2) and for which a Sell Offer based on that resource has previously cleared an RPM Auction
for any Delivery Year, the applicable Cleared MOPR Floor Offer Price shall be, at the election of
the Capacity Market Seller, (a) based on the unit-specific MOPR Floor Offer Price, as
determined in accordance with Tariff, Attachment DD, section 5.14(h-2)(4) below, or (b) if
available, the default Avoidable Cost Rate for the applicable resource type shown in the table
below, as adjusted for Delivery Years subsequent for the 2022/2023 or 2026/2027 Delivery
Year, as applicable, to reflect changes in avoidable costs, net of projected PJM market revenues
equal to the resource’s historical net energy and ancillary service revenues consistent with Tariff,
Attachment DD, section 6.8(d).
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Existing Resource Through the For the 2026/2027
Type 2025/2026 Delivery Delivery Year and
Years: Subsequent Delivery
Default Gross ACR Years:
(2022/2023) Default Gross ACR
($/MW-day) (2026/2027) ($/ MW-
(Nameplate) day) Nameplate
Nuclear - single $697 $591
Nuclear - dual $445 $537
Coal $80 $94
Combined Cycle $56 $113
Combustion Turbine $50 $52
Steam Oil & Gas NA $64
Solar PV $40 $70
(fixed and tracking)
Wind Onshore $83 $147

The default gross Avoidable Cost Rate values in the table above are expressed in dollars per
MW-day in terms of nameplate megawatts. Through the 2024/2025 Delivery Year, for purposes
of submitting a Sell Offer, the default Avoidable Cost Rate values must be net of estimated net
energy and ancillary service revenues, and then the difference is ultimately converted to
Unforced Capacity (“UCAP”) MW-day, where the UCAP MW-day value will be determined
based on the resource-specific Accredited UCAP value for solar and wind resource types (with
appropriate time-weighting for any winter Capacity Interconnection Rights) or the resource-
specific EFORA for all other generation resource types. Effective for the 2025/2026 Delivery
Year and subsequent Delivery Years, for purposes of submitting a Sell Offer, the default
Avoidable Cost Rate values must be net of estimated net energy and ancillary service revenues,
and then the difference is ultimately converted to Unforced Capacity (“UCAP”’) MW-day, based
on the resource’s Accredited UCAP Factor. The resulting default Cleared MOPR Floor Offer
price in UCAP/MW-day terms shall be applied to each MW offered for the Capacity Resource
regardless of actual Sell Offer quantity and regardless of whether the Sell Offer is for a Seasonal
Capacity Performance Resource.

Commencing with the Base Residual Auction for the 2023/2024 Delivery Year, the Office of the
Interconnection shall adjust the default Avoidable Cost Rates in the table above, and post the
adjusted values on its website, by no later than one hundred fifty (150) days prior to the
commencement of the offer period for each Base Residual Auction. To determine the adjusted
Avoidable Cost Rates, the Office of the Interconnection shall utilize the 10-year average Handy-
Whitman Index in order to adjust the Gross ACR values to account for expected inflation.
Updated estimates of the net energy and ancillary service revenues shall be determined on a
resource-specific basis in accordance with Tariff, Attachment DD, section 6.8(d) and the PJM
Manuals.

Beginning with the Delivery Year that commences June 1, 2022, and continuing no later than for
every fourth Delivery Year thereafter, the Office of the Interconnection shall review the default
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Avoidable Cost Rates for Capacity Resource that is subject to the provisions of the Minimum
Offer Price Rule pursuant to Tariff, Attachment DD, section 5.14(h-2)(2) that have cleared in an
RPM Auction for any Delivery Year. Such review may include, without limitation, analyses of
the avoidable costs of such resource types. Based on the results of such review, PJM shall
propose either to modify or retain the default Avoidable Cost Rate values stated in the table
above. The Office of the Interconnection shall post publicly and solicit stakeholder comment
regarding the proposal. If, as a result of this process, changes to the default Avoidable Cost Rate
values are proposed, the Office of the Interconnection shall file such proposed modifications
with the FERC by October 1, prior to the conduct of the Base Residual Auction for the first
Delivery Year in which the new values would be applied.

Any Generation Capacity Resource that is subject to the provisions of the Minimum Offer Price
Rule pursuant to Tariff, Attachment DD, section 5.14(h-2)(2) and that has previously cleared an
RPM Auction for any Delivery Year and for which there is no default MOPR Floor Offer Price
provided in accordance with this section, including hybrid resources, must seek a unit-specific
value determined in accordance with the unit-specific MOPR Floor Offer Price process below to
participate in an RPM Auction. Failure to obtain a unit-specific MOPR Floor Offer Price will
result in the Office of the Interconnection rejecting any Sell Offer based on such resource.

4) Unit-Specific Exception. A Capacity Market Seller intending to submit a
Sell Offer in any RPM Auction for a Generation Capacity Resource that is subject to the
provisions of the Minimum Offer Price Rule below the applicable default MOPR Floor Offer
Price may, at its election, submit a request for a unit-specific exception for such Capacity
Resource. A Capacity Market Seller intending to submit a Sell Offer in any RPM Auction for a
Generation Capacity Resource that is under a fact-specific review for Buyer-Side Market Power
pursuant to Tariff, Attachment DD, section 5.14(h-2)(2)(B)(ii), and where the offer is below the
applicable default MOPR Floor Offer Price may, at its election, submit a request for a unit-
specific exception for such Generation Capacity Resource. A Sell Offer below the default
MOPR Floor Offer Price, but no lower than the unit-specific MOPR Floor Offer Price, shall be
permitted if the Capacity Market Seller obtains approval from the Office of the Interconnection
or the Commission, prior to the RPM Auction in which it seeks to submit the Sell Offer. The
unit-specific MOPR Floor Offer Price determined under this provision shall be based on the unit-
specific Accredited UCAP value for battery energy storage resource types and for solar and wind
generation resource types (appropriately time-weighted for any winter Capacity Interconnection
Rights) or on the unit-specific Accredited UCAP value for all other generation resource types,
and shall be applied to each MW offered by the resource regardless of actual Sell Offer quantity
and regardless of whether the Sell Offer is for a Seasonal Capacity Performance Resource. Such
Sell Offer is permissible because it is consistent with the competitive, cost-based, fixed, net cost
of the resource. All supporting data must be provided for all requests. The following
requirements shall apply to requests for such determinations:

(A)  The Capacity Market Seller shall submit a written request with all
of the required documentation as described below and in the PJM Manuals. For such purpose,
the Capacity Market Seller shall submit the unit-specific exception request to the Office of the
Interconnection and the Market Monitoring Unit no later than one hundred twenty (120) days
prior to the commencement of the offer period for the RPM Auction in which it seeks to submit
its Sell Offer. For such purpose, the Office of the Interconnection shall post, by no later than one
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hundred fifty (150) days prior to the commencement of the offer period for the relevant RPM
Auction, a preliminary estimate for the relevant Delivery Year of the default Minimum Floor
Offer Prices, determined pursuant to Tariff, Attachment DD, sections 5.14(h-2)(3)(A) and (B). If
the final applicable default Minimum Floor Offer Price subsequently established for the relevant
Delivery Year is less than the Sell Offer, the Sell Offer shall be permitted and no exception shall
be required.

(B)  For a unit-specific exception for a Generation Capacity Resource
that is subject to the provisions of the Minimum Offer Price Rule pursuant to Tariff, Attachment
DD, section 5.14(h-2)(2) and that has never cleared an RPM Auction, the Capacity Market Seller
must include in its request for an exception under this subsection documentation to support the
fixed development, construction, operation, and maintenance costs of the Capacity Resource, as
well as estimates of offsetting net revenues.

The financial modeling assumptions for calculating Cost of New Entry for Generation Capacity
Resources shall be: (i) nominal levelization of gross costs, (ii) asset life of twenty years, (iii) no
residual value, (iv) all project costs included with no sunk costs excluded, (v) use first year
revenues (which may include revenues from the sale of renewable energy credits or any other
revenues outside of PJM markets that do not constitute Conditioned State Support ), and (vi)
weighted average cost of capital based on the actual cost of capital for the entity proposing to
build the Capacity Resource. Notwithstanding the foregoing, a Capacity Market Seller that seeks
to utilize an asset life other than twenty years (but no greater than 35 years) shall provide
evidence to support the use of a different asset life, including but not limited to, the asset life
term for such resource as utilized in the Capacity Market Seller’s financial accounting (e.g.,
independently audited financial statements), or project financing documents for the resource or
evidence of actual costs or financing assumptions of recent comparable projects to the extent the
seller has not executed project financing for the resource (e.g., independent project engineer
opinion or manufacturer’s performance guarantee), or opinions of third-party experts regarding
the reasonableness of the financing assumptions used for the project itself or in comparable
projects. Capacity Market Sellers may also rely on evidence presented in federal filings, such as
its FERC Form No. 1 or an SEC Form 10-K, to demonstrate an asset life other than 20 years of
similar asset projects.

Supporting documentation for project costs may include, as applicable and available, a complete
project description; environmental permits; vendor quotes for plant or equipment; evidence of
actual costs of recent comparable projects; bases for electric and gas interconnection costs and
any cost contingencies; bases and support for property taxes, insurance, operations and
maintenance (“O&M”) contractor costs, and other fixed O&M and administrative or general
costs; financing documents for construction-period and permanent financing or evidence of
recent debt costs of the seller for comparable investments; and the bases and support for the
claimed capitalization ratio, rate of return, cost-recovery period, inflation rate, or other
parameters used in financial modeling. In addition to the certification, signed by an officer of the
Capacity Market Seller, the request must include a certification that the claimed costs accurately
reflect, in all material respects, the seller’s reasonably expected costs of new entry and that the
request satisfies all standards for a unit-specific exception hereunder. The request also shall
identify all revenue sources (exclusive of any Conditioned State Support or bilateral contracts
that direct submission of an offer to lower RPM Auction clearing prices) relied upon in the Sell
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Offer to offset the claimed fixed costs, including, without limitation, long-term power supply
contracts, tolling agreements, evidence of compensation outside the PJM market not tied to
Conditioned State Support or a bilateral contract that directs submission of an offer to lower
RPM Auction clearing prices, or tariffs on file with state regulatory agencies, and shall
demonstrate that such offsetting revenues are consistent, over a reasonable time period identified
by the Capacity Market Seller, with the standard prescribed above. In making such
demonstration, the Capacity Market Seller may rely upon forecasts of competitive electricity
prices in the PJM Region based on well-defined models that include fully documented estimates
of future fuel prices, variable operation and maintenance expenses, which may include
Maintenance Adders, energy demand, emissions allowance prices, and expected environmental
or energy policies that affect the seller’s forecast of electricity prices in such region, employing
input data from sources readily available to the public. Documentation for net revenues also may
include, as available and applicable, plant performance and capability information, including
heat rate, start-up times and costs, forced outage rates, planned outage schedules, maintenance
cycle, fuel costs and other variable operations and maintenance expenses, and ancillary service
capabilities. Any evaluation of net revenues should be consistent with Operating Agreement,
Schedule 2, including, but not limited to, consideration of Fuel Costs, Maintenance Adders and
Operating Costs, as applicable.

(C)  For a Unit-Specific Exception for a Generation Capacity Resource
that is subject to the provisions of the Minimum Offer Price Rule pursuant to Tariff, Attachment
DD, section 5.14(h-2)(2) and that has previously cleared an RPM Auction, the Capacity Market
Seller shall submit a Sell Offer consistent with the unit-specific Market Seller Offer Cap process
pursuant to Tariff, Attachment DD, section 6.8; except that the 10% uncertainty adder may not
be included in the “Adjustment Factor.” In addition and notwithstanding the requirements of
Tariff, Attachment DD, section 6.8, the Capacity Market Seller may, at its election, include in its
request for an exception under this subsection documentation to support projected energy and
ancillary services markets revenues. Such a request shall identify all revenue sources (exclusive
of any Conditioned State Support or bilateral contracts that direct submission of an offer to lower
RPM Auction clearing prices) relied upon in the Sell Offer to offset the claimed fixed costs,
including, without limitation, long-term power supply contracts, tolling agreements, evidence of
compensation outside of PJM markets not tied to Conditioned State Support or a bilateral
contract that directs submission of an offer to lower RPM Auction clearing prices, or tariffs on
file with state regulatory agencies, and shall demonstrate that such offsetting revenues are
consistent, over a reasonable time period identified by the Capacity Market Seller, with the
standard prescribed above. In making such demonstration, the Capacity Market Seller may rely
upon forecasts of competitive electricity prices in the PJM Region based on well-defined models
that include fully documented estimates of future fuel prices, variable operation and maintenance
expenses, energy demand, which may include Maintenance Adders, and emissions allowance
prices, and expected environmental or energy policies that affect the seller’s forecast of
electricity prices in such region, employing input data from sources readily available to the
public. Documentation for net revenues also may include, as available and applicable, plant
performance and capability information, including heat rate, start-up times and costs, forced
outage rates, planned outage schedules, maintenance cycle, fuel costs and other variable
operations and maintenance expenses, and ancillary service capabilities. Any evaluation of
revenues should include, but would not be not limited to, consideration of Fuel Costs,
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Maintenance Adders and Operating Costs, as applicable, pursuant to Operating Agreement,
Schedule 2.

(D) A Sell Offer evaluated at the unit-specific exception shall be
permitted if the information provided reasonably demonstrates that the Sell Offer’s competitive,
fixed, cost-based offer level is below the default MOPR Floor Offer Price, based on competitive
cost advantages relative to the costs estimated by the default MOPR Floor Offer Price, including,
without limitation, competitive cost advantages resulting from the Capacity Market Seller’s
business model, financial condition, tax status, access to capital or other similar conditions
affecting the applicant’s costs, or based on net revenues that are reasonably demonstrated
hereunder to be higher than those estimated by the default MOPR Floor Offer Price. Capacity
Market Sellers shall demonstrate that claimed cost advantages or sources of net revenue that are
irregular or anomalous, that do not reflect arm’s-length transactions, or that are not in the
ordinary course of the Capacity Market Seller’s business are consistent with the standards of this
subsection, and that out-of-market compensation is not tied to Conditioned State Support or a
bilateral contract that directs submission of an offer to lower RPM Auction clearing prices.
Failure to adequately support such claimed cost advantages or revenues so as to enable the
Office of the Interconnection to make the determination required in this section will result in the
elimination of consideration of the unsupported element(s) of a unit-specific exception by the
Office of the Interconnection.

(E)  The Capacity Market Seller must submit a sworn, notarized
certification of a duly authorized officer, certifying that the officer has personal knowledge of the
unit-specific exception request and that to the best of his/her knowledge and belief: (1) the
information supplied to the Market Monitoring Unit and the Office of Interconnection to support
its request for an exception is true and correct; (2) the Capacity Market Seller has disclosed all
material facts relevant to the request for the exception; and (3) the request satisfies the criteria for
the exception.

(F) The Market Monitoring Unit shall review, in an open and
transparent manner with the Capacity Market Seller and the Office of the Interconnection, the
information and documentation in support of the request and shall provide its findings whether
the proposed Sell Offer is acceptable, in accordance with the standards and criteria hereunder, in
writing, to the Capacity Market Seller and the Office of the Interconnection by no later than
ninety (90) days prior to the commencement of the offer period for such auction. The Office of
the Interconnection shall also review, in an open and transparent manner, all exception requests
and documentation and shall provide in writing to the Capacity Market Seller, and the Market
Monitoring Unit, its determination whether the requested Sell Offer is acceptable and if not it
shall calculate and provide to such Capacity Market Seller, a minimum Sell Offer based on the
data and documentation received, by no later than sixty-five (65) days prior to the
commencement of the offer period for the relevant RPM Auction. After the Office of the
Interconnection determines with the advice and input of Market Monitor, the acceptable
minimum Sell Offer, the Capacity Market Seller shall notify the Market Monitoring Unit and the
Office of the Interconnection, in writing, of the minimum level of Sell Offer to which it agrees to
commit by no later than sixty (60) days prior to the commencement of the offer period for the
relevant RPM Auction, and in making such determination, the Capacity Market Seller may
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consider the applicable default MOPR Floor Offer Price and may select such default value if it is
lower than the unit-specific determination. A Capacity Market Seller that is dissatisfied with any
determination hereunder may seek any remedies available to it from FERC; provided, however,
that the Office of the Interconnection will proceed with administration of the Tariff and market
rules based on the lower of the applicable default MOPR Floor Offer Price and the unit-specific
determination unless and until ordered to do otherwise by FERC.

1) Capacity Export Charges and Credits
(1) Charge

Each Capacity Export Transmission Customer shall incur for each day of each Delivery Year a
Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm Transmission
Service used for such export (“Export Reserved Capacity”) multiplied by (the Final Zonal
Capacity Price for such Delivery Year for the Zone encompassing the interface with the Control
Area to which such capacity is exported minus the Final Zonal Capacity Price for such Delivery
Year for the Zone in which the resources designated for export are located, but not less than
zero). If more than one Zone forms the interface with such Control Area, then the amount of
Reserved Capacity described above shall be apportioned among such Zones for purposes of the
above calculation in proportion to the flows from such resource through each such Zone directly
to such interface under CETO/CETL analysis conditions, as determined by the Office of the
Interconnection using procedures set forth in the PIM Manuals. The amount of the Reserved
Capacity that is associated with a fully controllable facility that crosses such interface shall be
completely apportioned to the Zone within which such facility terminates.

(2) Credit

To recognize the value of firm Transmission Service held by any such Capacity Export
Transmission Customer, such customer assessed a charge under section 5.14(i)(1) above also
shall receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving
Entities under Tariff, Attachment DD, section 5.15. Such credit shall be equal to the locational
capacity price difference specified in section 5.14(i)(1) above times the Export Customer's
Allocated Share determined as follows:
Export Customer’s Allocated Share equals
(Export Path Import * Export Reserved Capacity) /
(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone).

Where:

“Export Path Import” means the megawatts of Unforced Capacity imported into the export
interface Zone from the Zone in which the resource designated for export is located.
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If more than one Zone forms the interface with such Control Area, then the amount of Export
Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation
in the same manner as set forth in subsection (i)(1) above.

3) Distribution of Revenues

Any revenues collected from the Capacity Export Charge with respect to any capacity export for
a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year, shall be
distributed to the Load Serving Entities in the export-interface Zone that were assessed a

Locational Reliability Charge for such Delivery Year, pro rata based on the Daily Unforced
Capacity Obligations of such Load-serving Entities in such Zone during such Delivery Year. If
more than one Zone forms the interface with such Control Area, then the revenues shall be
apportioned among such Zones for purposes of the above calculation in the same manner as set
forth in subsection (i)(1) above.
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6.5  Mitigation

The Office of the Interconnection shall apply market power mitigation measures in any Base
Residual Auction or Incremental Auction for any LDA, Unconstrained LDA Group, or the PJM
Region that fails the Market Structure Test.

(a) Mitigation for Generation Capacity Resources.
1) Existing Generation Capacity Resource

Mitigation will be applied on a unit-specific basis and only if the Sell Offer of Unforced
Capacity from an Existing Generation Capacity Resource: (1) is greater than $0/MW-day, except
as described in Tariff, Attachment DD, section 6.4(a); and (2) would, absent mitigation, increase
the Capacity Resource Clearing Price in the relevant auction. If such conditions are met, such
Sell Offer shall be set equal to the Market Seller Offer Cap.

i) Planned Generation Capacity Resources

(A)  Sell Offers based on Planned Generation Capacity Resources
(including External Planned Generation Capacity Resources) shall be
presumed to be competitive and shall not be subject to market power
mitigation in any Base Residual Auction or Incremental Auction for
which such resource qualifies as a Planned Generation Capacity Resource,
but any such Sell Offer shall be rejected if it meets the criteria set forth in
subsection (C) below, unless the Capacity Market Seller obtains approval
from FERC for use of such offer prior to the close of the offer period for
the applicable RPM Auction.

(B)  Sell Offers based on Planned Generation Capacity Resources
(including Planned External Generation Capacity Resources) shall be
deemed competitive and not be subject to mitigation if: (1) collectively all
such Sell Offers provide Unforced Capacity in an amount equal to or
greater than two times the incremental quantity of new entry required to
meet the LDA Reliability Requirement; and (2) at least two unaffiliated
suppliers have submitted Sell Offers for Planned Generation Capacity
Resources in such LDA. Notwithstanding the foregoing, any Capacity
Market Seller, together with affiliates, whose Sell Offers based on Planned
Generation Capacity Resources in that modeled LDA are pivotal, shall be
subject to mitigation.

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

(b) Mitigation for Demand Resources

The Market Seller Offer Cap shall not be applied to Sell Offers of Demand Resources or Energy
Efficiency Resources.
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10A. CHARGES FOR NON-PERFORMANCE AND CREDITS FOR PERFORMANCE

(a) For the 2018/2019 Delivery Year and any subsequent Delivery Year (and for
certain purposes for the 2016/2017 and 2017/2018 Delivery Years as provided in subsections (h)
and (i) hereof), each Capacity Market Seller that commits a Capacity Resource for a Delivery Year
(whether through an RPM Auction, a bilateral transaction, or as Locational UCAP), each
Locational UCAP Seller that sells Locational UCAP from a Capacity Resource for a Delivery
Year, and for the 2022/2023 Delivery Year and subsequent Delivery Years each PRD Provider
that commits Price Responsive Demand for a Delivery Year, shall be charged to the extent the
performance of each of its committed Capacity Resources or Price Responsive Demand during all
or any part of a clock-hour when an Emergency Action is in effect falls short of the expected
performance of such resources (as determined herein) and the revenue from such charges shall be
provided to Market Participants with generation, demand response resources, or Price Responsive
Demand that perform during such hour in excess of the level expected based on commitments (if
any) of such resources.

(b) Performance shall be measured for purposes of this assessment during each
Performance Assessment Interval.

() For each Performance Assessment Interval, the Office of the Interconnection shall
determine whether, and the extent to which, the actual performance of each Capacity Resource
and Locational UCAP has fallen short of the performance expected of such committed Capacity
Resource, and the magnitude of any such shortfall, based on the following formula:

Performance Shortfall = Expected Performance - Actual Performance

Where the result of such formula is a positive number and where:
Expected Performance =

for Generation Capacity Resources (including external Generation Capacity Resources for
any Performance Assessment Interval for which performance by such external resource
would have helped resolve a declared Emergency Action; provided, however, that for any
Delivery Year up to and including the 2019/2020 Delivery Year, performance of external
Generation Capacity Resources shall be assessed only during Performance Assessment
Hours for Emergency Actions declared for the entire PJIM Region) and Capacity Storage
Resources: [(Resource Committed Capacity * the Balancing Ratio)];

where

Resource Committed Capacity = the total megawatts of Unforced Capacity of the
Capacity Resource committed by such Capacity Market Seller or Locational UCAP
Seller; and

The Balancing Ratio = (All Actual Generation Performance, Storage Resource

Performance, Net Energy Imports, Price Responsive Demand Bonus Performance
effective with the 2022/2023 Delivery Year, and Demand Response Bonus
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Performance) / (All Committed Generation and Storage Capacity); provided,
however, that Net Energy Imports shall be included in the calculation of the
Balancing Ratio only for any Performance Assessment Interval for which
performance by any external Generation Capacity Resource would have helped
resolve the Emergency Action that was the subject to the Performance Assessment
Hour; and provided further that for any Delivery Year up to and including the
2019/2020 Delivery Year, Net Energy Imports shall be included in the calculation
of the Balancing Ratio only for any Performance Assessment Hour for which the
Emergency Action was declared for the entire PJM Region; and provided further
that the Balancing Ratio shall not exceed a value of 1.0.

for purposes of which

All Committed Generation and Storage Capacity = the total megawatts of Unforced
Capacity of all Generation Capacity Resources (including external Generation
Capacity Resources for any Performance Assessment Interval for which
performance by such external resource would have helped resolve the declared
Emergency Action that was the subject to the Performance Assessment Hour;
provided, however, that for any Delivery Year up to and including the 2019/2020
Delivery Year, performance of external Generation Capacity Resources shall be
assessed only during Performance Assessment Hours for Emergency Actions
declared for the entire PJM Region) and all Capacity Storage Resources committed
by all Capacity Market Sellers, FRR Entities, Locational UCAP Sellers;

All Actual Generation Performance and Storage Resource Performance = the total
amount of Actual Performance for all generation resources (including external
Generation Capacity Resources for any Performance Assessment Interval for which
performance by such external resource would have helped resolve the declared
Emergency Action that was the subject to the Performance Assessment Hour;
provided, however, that for any Delivery Year up to and including the 2019/2020
Delivery Year, performance of external Generation Capacity Resources shall be
assessed only during Performance Assessment Hours for Emergency Actions
declared for the entire PJM Region) and storage resources during the interval;

Net Energy Imports = the sum of interchange transactions importing energy into
PJM (not including those associated with external Generation Capacity Resources
and therefore included in All Actual Generation Performance) minus the sum of
interchange transactions exporting energy out of PJM, but not less than zero;

Demand Response Bonus Performance = the sum of Bonus performance provided
by Demand Response resources as calculated in (g) below;

Price Responsive Demand Bonus Performance = the sum of Bonus performance
provided by Price Responsive Demand as calculated in (g) below;

and for Demand Resources, Energy Efficiency Resources, and Qualifying Transmission
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Upgrades: Resource Committed Capacity;
where

Resource Committed Capacity = the total megawatts of capacity committed from
such Capacity Resource, where such capacity shall be in installed capacity terms
for Demand Resources

and for PRD Provider: Price Responsive Demand Committed
where

Price Responsive Demand Committed = the Nominal PRD Value committed by the
PRD Provider in the area defined by the Performance Assessment Interval, adjusted
to account for any PRD registrations in such area that were not subject to
compliance measurement.

and
Actual Performance =

for each generation resource, the metered output of energy delivered to PJIM by
such resource plus the resource’s real-time reserve or regulation assignment, if any,
during the Performance Assessment Interval;

for each storage resource, the metered output of energy delivered to PJM by such
resource plus the resource’s real-time reserve or regulation assignment, if any,
during the Performance Assessment Interval;

for each Demand Resource, the demand response provided to PJM by such
resource, plus such resource’s real-time reserve or regulation assignment, if any,
during the Performance Assessment Interval, as established through the PJM
demand response settlement procedure consistent with the standards specified in
RAA, Schedule 6;

for each PRD Provider, the actual load reduction provided by the PRD Provider
during a Performance Assessment Interval, determined in accordance with RAA,
Schedule 6.1.N and the PJM Manuals;

for each Energy Efficiency Resource, the load reduction quantity approved by PIM
subsequent to the pre-delivery year submittal of a post-installation measurement
and verification report; and

for each Qualified Transmission Upgrade, the megawatt quantity cleared by such

Qualified Transmission Upgrade if it is in service during the Performance
Assessment Interval, and zero if it is not in service during such Performance
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Assessment Interval.

Such calculation shall encompass all resources and Price Responsive Demand located in the area
defined by the Emergency Action; provided, however, that Performance Shortfall shall be
calculated for external Generation Capacity Resources for any Performance Assessment Interval
for which performance by such external resource would have helped resolve the declared
Emergency Action that was the subject to the Performance Assessment Hour; provided, however,
that for any Delivery Year up to and including the 2019/2020 Delivery Year, Performance Shortfall
shall be calculated for external Generation Capacity Resources only during Performance
Assessment Hours which the Emergency Action was declared for the entire PJM Region. At the
start of the Delivery Year, PIM will inform the Capacity Market Seller of an external resource as
to which Locational Deliverability Area it has been assigned. For purposes of this provision,
Qualifying Transmission Upgrades shall be deemed to be located in the Locational Deliverability
Area into which such upgrade increased the Capacity Emergency Transfer Limit, and a Qualifying
Transmission Upgrade shall be included in calculations of Expected Performance and Actual
Performance only if, and to the extent that, the declared Emergency Action encompasses the
Locational Deliverability Area into which such upgrade increased the Capacity Emergency
Transfer Limit. The Performance Shortfall shall be calculated for each Performance Assessment
Interval, and any committed Capacity Resource for which the above calculation produces a
negative number for a Performance Assessment Interval shall not have a Performance Shortfall
for such Performance Assessment Interval.

(d) Notwithstanding subsection (c) above, a Capacity Resource or Locational UCAP
of a Capacity Market Seller or Locational UCAP Seller shall not be considered in the calculation
of a Performance Shortfall for a Performance Assessment Interval to the extent such Capacity
Resource or Locational UCAP was unavailable during such Performance Assessment Interval
solely because the resource on which such Capacity Resource or Locational UCAP is based was
on a Generator Planned Outage or Generator Maintenance Outage approved by the Office of the
Interconnection, or was not scheduled to operate by the Office of the Interconnection, or was online
but was scheduled down, by the Office of the Interconnection, based on a determination by the
Office of the Interconnection that such scheduling action was appropriate to the security-
constrained economic dispatch of the PJM Region. Such a resource shall be considered in the
calculation of a Performance Shortfall if it otherwise was needed and would have been scheduled
by the Office of the Interconnection to perform, but was not scheduled to operate, or was scheduled
down, solely due to: (i) any operating parameter limitations submitted in the resource’s offer, or
(i1) the seller’s submission of a market-based offer higher than its cost-based. In addition,
notwithstanding subsection (c) above, a Price Responsive Demand registration shall not be
considered in the calculation of a Performance Shortfall or Bonus Performance for a Performance
Assessment Interval when the PRD Curve associated with such registration in the PJM Real-time
Energy Market indicates a price point where no demand reduction is expected at the real-time LMP
recorded during the Performance Assessment Interval.

(e) Subject to the Non-Performance Charge Limit specified in subsection (f) hereof,
each Capacity Market Seller and Locational UCAP Seller shall be assessed a Non-Performance
Charge for each of its Capacity Resources or Locational UCAP that has a Performance Shortfall
for a Performance Assessment Interval based on the following formula, applied to each such
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resource:
Non-Performance Charge = Performance Shortfall * Non-Performance Charge Rate
Where

For Capacity Performance Resources and Seasonal Capacity Performance Resources, the
Non-Performance Charge Rate = (Net Cost of New Entry (stated in terms of installed
capacity) for the LDA and Delivery Year for which such calculation is performed * (the
number of days in the Delivery Year / 30) / (the number of Real-Time Settlement Intervals
in an hour).

) Reserved.

(f-1) The Non-Performance Charges and Non-Curtailment Charges for each Capacity
Performance Resource (including Locational UCAP from such a resource) and each PRD Provider
for a Delivery Year shall not exceed a Non-Performance Charge Limit equal to 1.5 times the RPM
Base Residual Auction clearing price for the applicable Delivery Year and for the LDA where the
resource resides, times the megawatts of Unforced Capacity committed by such resource or such
PRD Provider, where such megawatts shall be based on the maximum Unforced Capacity
committed up through the end of the month in which the PAI or Non-PAI Event occurs, times the
number of days in the Delivery Year. The Non-Performance and Non-Curtailment Charges for
each Seasonal Capacity Performance Resource for a Delivery Year shall not exceed a Non-
Performance Charge Limit equal to 1.5 times the RPM Base Residual Auction clearing price times
the number of days in the Delivery Year for the applicable Delivery Year and for the LDA where
the resource resides, times the megawatts of Unforced Capacity committed by such resource,
where such megawatts shall be based on maximum Unforced Capacity committed up through the
end of the month in which the Performance Assessment Interval or Non-PAI Event occurs, times
the number of days in the season applicable to such resource.

(2) Revenues collected from assessment of Non-Performance Charges for a
Performance Assessment Interval shall be distributed to each Market Participant, whether or not
such Market Participant committed a Capacity Resource or Locational UCAP for a Performance
Assessment Interval, that provided energy or load reductions above the levels expected for such
resource during such interval. For purposes of this provision, the performance expected of a
resource, and the revenue distribution payment, if any, for a resource, shall be determined in
accordance with the following formulae:

Formula 1: Market Participant Bonus Performance = Actual Performance — Expected Performance
and

Formula 2: Performance Payment = (Market Participant Bonus Performance / All Market
Participants Bonus Performance) * Non-Performance Charge Revenues.

Where the result of Formula 1 is a positive number and where:
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Actual Performance is as defined in subsection (c), provided, however, that Actual
Performance for purposes of this calculation shall not exceed the megawatt level at which
such resource was scheduled by the Office of the Interconnection during the Performance
Assessment Intervals; and provided further that Actual Performance for a Market
Participant that imports energy into the PJM Region during such Performance Assessment
Interval shall be the net import, if any, from all interchange transactions scheduled by such
Market Participant during such Performance Assessment Interval;

Expected Performance is as defined in subsection (c), provided, however, that for purposes
of this calculation, Expected Performance shall be zero for any resource that is not a
Capacity Resource or Locational UCAP, or that is a Capacity Resource or Locational
UCAP, but for which the Performance Assessment Interval occurs outside the resource’s
capacity obligation period; and

All Market Participants Bonus Performance is the sum of the results of calculating Formula
1 of this subsection (g) for all Market Participants that have Bonus Performance during

such Performance Assessment Interval.

(h) The provisions of this section 10A shall apply during the 2016/2017 Delivery

Year, provided that:

(1) Non-Performance Charges shall be determined solely for and assessed
solely on, Capacity Performance Resources committed for such Delivery
Year;

(i1) The Non-Performance Charge shall be 0.5 times the Non-Performance
Charge calculated under subsection (e) hereof; and

(iii)  The Non-Performance Charge Limit for a Delivery Year shall be 0.75 times
Net Cost of New Entry times the megawatts of Unforced Capacity
committed by such resource times 365.

(1) The provisions of this section 10A shall apply during the 2017/2018 Delivery

Year, provided that:

W)

(1) Non-Performance Charges shall be determined solely for, and assessed
solely on, Capacity Performance Resources committed for such Delivery
Year;

(i1) The Non-Performance Charge shall be 0.6 times the Non-Performance
Charge calculated under subsection (e) hereof; and

(iii)  The Non-Performance Charge Limit for a Delivery Year shall be 0.9 times
Net Cost of New Entry times the megawatts of Unforced Capacity
committed by such resource times 365.

The Office of the Interconnection shall bill charges and credits for performance during

Performance Assessment Intervals within three calendar months after the calendar month that
included such Performance Assessment Intervals, provided, for any Non-Performance Charge,
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the amount shall be divided by the number of months remaining in the Delivery Year for which
no invoice has been issued, and the resulting amount shall be invoiced each such remaining
month in the Delivery Year. Notwithstanding, if there are less than six months remaining in the
current Delivery Year for which no invoice has been issued, the Office of the Interconnection
may, with prior notice to PIM Members, allocate in equal amounts any Non-Performance Charge
in the remaining monthly bills for the current Delivery Year plus up to six monthly bills into the
following Delivery Year for all Capacity Market Sellers that incur such a Non-Performance
Charge (but in no event shall the total Non-Performance Charge be divided in more than nine
monthly bills). Provided, for any Non-Performance Charges associated with Performance
Assessment Intervals from December 23, 2022 and December 24, 2022, a Capacity Market
Seller may elect, by providing notice to the Office of Interconnection by March 17, 2023, to
divide the total amount of Non-Performance Charges by either (i) the number of remaining
monthly bills in the current Delivery Year (i.e., 3 bills) or (ii) the number of remaining monthly
bills in the current Delivery Year plus six additional monthly bills into the following Delivery
Year (i.e., 9 bills); provided further, however, that for an election under subsection (ii) above, the
monthly Non-Performance Charge shall be levelized to include interest for the six month period
following the current Delivery Year, such interest amount being determined at the electric
interest rate established by the Federal Energy Regulatory Commission at the time of such
election. All interest collected in accordance with this provision shall be allocated to the total
pool of bonus performance payments and distributed in accordance with Tariff, Attachment DD,
section 10A(g).
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1.4B DER Aggregator Participation Model

(a) DER Aggregators providing capacity using a DER Capacity Aggregation Resource
shall be subject to the Day-ahead Energy Market must-offer requirement described in Tariff,
Attachment K-Appendix, section 1.10.1A(d) and Operating Agreement, Schedule 1, section
1.10.1A(d), based on the technology of the Component DER within the DER Aggregation
Resource linked to the DER Capacity Aggregation Resource, in accordance with the PIM Manuals.

(b) DER Aggregation Resources are subject to offer price cap and associated three
pivotal supplier test provisions of Operating Agreement, Schedule 1, section 6.4.

(c) A DER Capacity Aggregation Resource shall be subject to a MOPR Floor Offer
Price in accordance with the provisions applicable to MOPR Floor Offer Price for Generation
Capacity Resources, as described in Tariff, Attachment DD, section 5.14(h-2), and Market Seller
Offer Cap for Generation Capacity Resources in a manner consistent with the provisions applicable
to Market Seller Offer Cap for Generation Capacity Resources, as described in Tariff, Attachment
DD, section 6 and Tariff, Attachment M-Appendix, section ILLE, based on the underlying
technology of the Component DER.

A DER Capacity Aggregation Resource may segment offers for the Component DER subject to
mitigation, based on the underlying technology of the Component DER in the DER Capacity
Aggregation Resource, and further described in the PJM Manuals.

If a DER Capacity Aggregation Resource is subject to the Minimum Floor Offer Price pursuant to
Tariff, Attachment DD, sections 5.14(h-2), the Capacity Market Seller that owns or controls such
resources may submit a Sell Offer with a Minimum Floor Offer Price of no lower than the MW-
weighted average of the applicable MOPR Floor Offer Prices (zero if not applicable) of the
aggregated resources in such Sell Offer.

(d) Projected PJM Market Revenues for DER Capacity Aggregation Resources subject

to the Minimum Floor Offer Price or Market Seller Offer Cap shall be determined in accordance
with Tariff, Attachment DD, section 6.8(d).
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ARTICLE 1 - DEFINITIONS

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

Accredited UCAP:

“Accredited UCAP” shall mean the quantity of Unforced Capacity, as denominated in Effective
UCAP, that an ELCC Resource is capable of providing in a given Delivery Year.

Accredited UCAP Factor:

“Accredited UCAP Factor” shall mean, through the 2024/2025 Delivery Year, one minus
EFORJ, and for 2025/2026 Delivery Year and subsequent Delivery Years, the ratio of the
Capacity Resource’s Accredited UCAP to the Capacity Resource’s installed capacity.

Agreement:

“Agreement” shall mean this Reliability Assurance Agreement, together with all Schedules
hereto, as amended from time to time.

Annual Demand Resource:

“Annual Demand Resource” shall mean a resource that is placed under the direction of the
Office of the Interconnection during the Delivery Year, and will be available for an unlimited
number of interruptions during such Delivery Year by the Office of the Interconnection, and will
be capable of maintaining each such interruption between the hours of 10:00AM to 10:00PM
Eastern Prevailing Time for the months of June through October and the following May, and
6:00AM through 9:00PM Eastern Prevailing Time for the months of November through April
unless there is an Office of the Interconnection approved maintenance outage during October
through April. The Annual Demand Resource must be available in the corresponding Delivery
year to be offered for sale or Self-Supplied in an RPM Auction, or included as an Annual
Demand Resource in an FRR Capacity Plan for the corresponding Delivery Year.

Annual Energy Efficiency Resource:

“Annual Energy Efficiency Resource” shall mean a project, including installation of more
efficient devices or equipment or implementation of more efficient processes or systems,
meeting the requirements of Reliability Assurance Agreement, Schedule 6 and exceeding then-
current building codes, appliance standards, or other relevant standards, designed to achieve a
continuous (during the summer and winter periods described in such Schedule 6 and the PIM
Manuals) reduction in electric energy consumption that is not reflected in the peak load forecast
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prepared for the Delivery Year for which the Energy Efficiency Resource is proposed, and that is
fully implemented at all times during such Delivery Year, without any requirement of notice,
dispatch, or operator intervention.

Applicable Regional Entity:
“Applicable Regional Entity” shall have the same meaning as in the PJM Tariff.
Base Capacity Demand Resource:

“Base Capacity Demand Resource” shall mean, for the 2018/2019 and 2019/2020 Delivery
Years, a resource that is placed under the direction of the Office of the Interconnection and that
will be available June through September of a Delivery Year, and will be available to the Office
of the Interconnection for an unlimited number of interruptions during such months, and will be
capable of maintaining each such interruption for at least a 10-hour duration between the hours
of 10:00AM to 10:00PM Eastern Prevailing Time. The Base Capacity Demand Resource must
be available June through September in the corresponding Delivery Year to be offered for sale or
self-supplied in an RPM Auction, or included as a Base Capacity Demand Resource in an FRR
Capacity Plan for the corresponding Delivery Year.

Base Capacity Energy Efficiency Resource:

“Base Capacity Energy Efficiency Resource” shall mean, for the 2018/2019 and 2019/2020
Delivery Years, a project, including installation of more efficient devices or equipment or
implementation of more efficient processes or systems, meeting the requirements of RAA,
Schedule 6 and exceeding then-current building codes, appliance standards, or other relevant
standards, designed to achieve a continuous (during the summer peak periods as described in
Reliability Assurance Agreement, Schedule 6 and the PJM Manuals) reduction in electric energy
consumption that is not reflected in the peak load forecast prepared for the Delivery Year for
which the Base Capacity Energy Efficiency Resource is proposed, and that is fully implemented
at all times during such Delivery Year, without any requirement of notice, dispatch, or operator
intervention.

Base Capacity Resource:

“Base Capacity Resource” shall have the same meaning as in Tariff, Attachment DD.
Base Residual Auction:

“Base Residual Auction” shall have the same meaning as in Tariff, Attachment DD.
Behind The Meter Generation:

“Behind The Meter Generation” shall refer to a generating unit that delivers energy to load

without using the Transmission System or any distribution facilities (unless the entity that owns
or leases the distribution facilities consented to such use of the distribution facilities and such
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consent has been demonstrated to the satisfaction of the Office of the Interconnection; provided,
however, that Behind The Meter Generation does not include (i) at any time, any portion of such
generating unit’s capacity that is designated as a Generation Capacity Resource or DER Capacity
Aggregation Resource or (ii) in any hour, any portion of the output of such generating unit that is
sold to another entity for consumption at another electrical location or into the PJM Interchange
Energy Market.

Black Start Capability:

“Black Start Capability” shall mean the ability of a generating unit or station to go from a
shutdown condition to an operating condition and start delivering power without assistance from
the power system.

Capacity Emergency Transfer Objective (CETO):

“Capacity Emergency Transfer Objective” or “CETO” shall mean, through the 2024/2025
Delivery Year, the amount of electric energy that a given area must be able to import in order to
remain within a loss of load expectation of one event in 25 years when the area is experiencing a
localized capacity emergency, as determined in accordance with the PJM Manuals. Without
limiting the foregoing, CETO shall be, for Delivery Years through 2024/2025, calculated based
in part on EFORD determined in accordance with Reliability Assurance Agreement, Schedule 5,
Paragraph C. Beginning with the 2025/2026 Delivery Year, CETO shall mean the amount of
electric energy that a given area must be able to import in order to satisfy a normalized expected
unserved energy for the area that is equal to forty percent of the normalized expected unserved
energy for the RTO when at the annual reliability criteria, where normalized expected unserved
energy is the expected unserved energy (for the area or RTO, as appropriate) divided by the
forecasted annual energy (for the area or RTO, as appropriate), when the area is experiencing a
localized capacity emergency, as determined in accordance with the PJM Manuals.

Capacity Emergency Transfer Limit (CETL):

Capacity Emergency Transfer Limit” or “CETL” shall mean the capability of the transmission
system to support deliveries of electric energy to a given area experiencing a localized capacity
emergency as determined in accordance with the PJM Manuals.

Capacity Import Limit:

For any Delivery Year up to and including the 2019/2020 Delivery Year, “Capacity Import
Limit” shall mean, (a) for the PJIM Region, (1) the maximum megawatt quantity of external
Generation Capacity Resources that PIM determines for each Delivery Year, through appropriate
modeling and the application of engineering judgment, the transmission system can receive, in
aggregate at the interface of the PJM Region with all external balancing authority areas and
deliver to load in the PJM Region under capacity emergency conditions without violating
applicable reliability criteria on any bulk electric system facility of 100kV or greater, internal or
external to the PJM Region, that has an electrically significant response to transfers on such
interface, minus (2) the then-applicable Capacity Benefit Margin; and (b) for certain source
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zones identified in the PJM manuals as groupings of one or more balancing authority areas, (1)
the maximum megawatt quantity of external Generation Capacity Resources that PJIM
determines the transmission system can receive at the interface of the PJM Region with each
such source zone and deliver to load in the PJM Region under capacity emergency conditions
without violating applicable reliability criteria on any bulk electric system facility of 100kV or
greater, internal or external to the PJM Region, that has an electrically significant response to
transfers on such interface, minus the then-applicable Capacity Benefit Margin times (2) the ratio
of the maximum import quantity from each such source zone divided by the PJM total maximum
import quantity. As more fully set forth in the PJM Manuals, PJM shall make such
determination based on the latest peak load forecast for the studied period, the same computer
simulation model of loads, generation and transmission topography employed in the
determination of Capacity Emergency Transfer Limit for such Delivery Year, including external
facilities from an industry standard model of the loads, generation, and transmission topography
of the Eastern Interconnection under peak conditions. PJM shall specify in the PJM Manuals the
areas and minimum distribution factors for identifying monitored bulk electric system facilities
that have an electrically significant response to such transfers on the PJM interface. Employing
such tools, PJM shall model increased power transfers from external areas into PJM to determine
the transfer level at which one or more reliability criteria is violated on any monitored bulk
electric system facilities that have an electrically significant response to such transfers. For the
PJM Region Capacity Import Limit, PJM shall optimize transfers from other source areas not
experiencing any reliability criteria violations as appropriate to increase the Capacity Import
Limit. The aggregate megawatt quantity of transfers into PJM at the point where any increase in
transfers on the interface would violate reliability criteria will establish the Capacity Import
Limit. Notwithstanding the foregoing, a Capacity Resource located outside the PJM Region
shall not be subject to the Capacity Import Limit if the Capacity Market Seller seeks an
exception thereto by demonstrating to PJM, by no later than five (5) business days prior to the
commencement of the offer period for the relevant RPM Auction, that such resource meets all of
the following requirements:

(1) it has, at the time such exception is requested, met all applicable requirements to
be pseudo-tied into the PJM Region, or the Capacity Market Seller has committed in writing that
it will meet such requirements, unless prevented from doing so by circumstances beyond the
control of the Capacity Market Seller, prior to the relevant Delivery Year;

(i1) at the time such exception is requested, it has long-term firm transmission service
confirmed on the complete transmission path from such resource into PJM; and

(i) it is, by written commitment of the Capacity Market Seller, subject to the same
obligations imposed on Generation Capacity Resources located in the PJM Region by Tariff,
Attachment DD, section 6.6 to offer their capacity into RPM Auctions; provided, however, that
(a) the total megawatt quantity of all exceptions granted hereunder for a Delivery Year, plus the
Capacity Import Limit for the applicable interface determined for such Delivery Year, may not
exceed the total megawatt quantity of Network External Designated Transmission Service on
such interface that PJM has confirmed for such Delivery Year; and (b) if granting a qualified
exception would result in a violation of the rule in clause (a), PJM shall grant the requested
exception but reduce the Capacity Import Limit by the quantity necessary to ensure that the total
quantity of Network External Designated Transmission Service is not exceeded.
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Capacity Only Option:

“Capacity Only Option” shall mean participation in Emergency Load Response Program or Pre-
Emergency Program which allows, pursuant to Tariff, Attachment DD and as applicable, a
capacity payment for the ability to reduce load during a pre-emergency or emergency event.

Capacity Performance Resource:
“Capacity Performance Resource” shall have the same meaning as in Tariff, Attachment DD.
Capacity Resources:

“Capacity Resources” shall mean megawatts of (i) net capacity from Existing Generation
Capacity Resources or Planned Generation Capacity Resources meeting the requirements of the
Reliability Assurance Agreement, Schedules 9 and Reliability Assurance Agreement, Schedule
10 that are or will be owned by or contracted to a Party and that are or may be committed to
satisfy that Party's obligations under the Reliability Assurance Agreement, or to satisfy the
reliability requirements of the PJM Region, for a Delivery Year; (ii) net capacity from Existing
Generation Capacity Resources or Planned Generation Capacity Resources not owned or
contracted for by a Party which are accredited to the PJM Region pursuant to the procedures set
forth in such Schedules 9 and 10; or (iii) load reduction capability provided by Demand
Resources or Energy Efficiency Resources that are accredited to the PIM Region pursuant to the
procedures set forth in the Reliability Assurance Agreement, Schedule 6; or (iv) generation and
load reduction capability provided by a DER Capacity Aggregation Resource, pursuant to the
procedures set forth in the Reliability Assurance Agreement, Schedule 6.2 and the PJM Manuals.

Capacity Resource Provider:

“Capacity Resource Provider” shall mean a Member that (1) owns, or has the contractual
authority to control the output of, a Generation Capacity Resource, that has not transferred such
authority to another entity; (2) or a DER Aggregator that has a contractual relationship to use a
Component DER within a DER Aggregation Resource that is linked to a DER Capacity
Aggregation Resource.

Capacity Storage Resource Class:

“Capacity Storage Resource Class” shall mean the ELCC Classes specified in Schedules 9.1 and
9.2, section B of this Agreement, each of which is composed of (1) Capacity Storage Resources
with the same specified characteristic duration of 4, 6, 8, and 10 hours or; (2) storage device
Component DER. The characteristic duration of an Energy Storage Resource Class is the ratio of
the modeled MWh energy storage capability of members of the class to the modeled MW power
capability of members of the class.

Capacity Transfer Right:
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“Capacity Transfer Right” shall have the meaning specified in Tariff, Attachment DD.
Coal Class:

“Coal Class” shall mean an ELCC Class consisting of Unlimited Resources primarily
fueled by coal.

Combination Resource:

“Combination Resource” shall mean a Generation Capacity Resource, or a generation
Component DER within a DER Aggregation Resource that is linked to a DER Capacity
Aggregation Resource, that has a component that has the characteristics of a Limited Duration
Resource combined with (i) a component that has the characteristics of an Unlimited Resource or
(i1) a component that has the characteristics of a Variable Resource.

Compliance Aggregation Area (CAA):
“Compliance Aggregation Area” or “CAA” shall have the same meaning as in the Tariff.
Complex Hybrid Class:

“Complex Hybrid Class” shall mean an ELCC Class composed of Combination Resources that
combine three or more components, whereby one component is a class of Limited Duration
Resource, and the other components are different Variable Resource classes, and such
Combination Resources cannot be included in any other Combination Resource class. A resource
that is a member of a Complex Hybrid Class has a single Point Of Interconnection, unless the
resource is controlled in an integrated fashion, is at a single site, and is approved by PJM to be
considered a single resource in accordance with the PJM Manuals.

Consolidated Transmission Owners Agreement, PJM Transmission Owners Agreement or
Transmission Owners Agreement:

“Consolidated Transmission Owners Agreement,” “PJM Transmission Owners Agreement” or
“Transmission Owners Agreement” shall mean that 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.

Control Area:
“Control Area” shall mean an electric power system or combination of electric power systems

bounded by interconnection metering and telemetry to which a common generation control
scheme is applied in order to:
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(a) match the power output of the generators within the electric power system(s) and
energy purchased from entities outside the electric power system(s), with the load within the
electric power system(s);

(b) maintain scheduled interchange with other Control Areas, within the limits of
Good Utility Practice;

(c)  maintain the frequency of the electric power system(s) within reasonable limits in
accordance with Good Ultility Practice and the criteria of NERC and each Applicable Regional
Entity;

(d) maintain power flows on transmission facilities within appropriate limits to
preserve reliability; and

(e) provide sufficient generating capacity to maintain operating reserves in
accordance with Good Utility Practice.

Daily Unforced Capacity Obligation:

“Daily Unforced Capacity Obligation” shall mean the capacity obligation of a Load Serving
Entity during the Delivery Year, determined in accordance with the Reliability Assurance
Agreement, Schedule 8 or, as to an FRR Entity, in the Reliability Assurance Agreement,
Schedule 8.1.

Delivery Year:

“Delivery Year” shall mean a Planning Period for which a Capacity Resource is committed
pursuant to the auction procedures specified in Tariff, Attachment DD or pursuant to an FRR
Capacity Plan under RAA, Schedule 8.1.

Demand Resource (DR):

“Demand Resource” or “DR” shall mean a Limited Demand Resource, Extended Summer
Demand Resource, Annual Demand Resource, Base Capacity Demand Resource or Summer-
Period Demand Resource with a demonstrated capability to provide a reduction in demand or
otherwise control load in accordance with the requirements of RAA, Schedule 6 that offers and
that clears load reduction capability in a Base Residual Auction or Incremental Auction or that is
committed through an FRR Capacity Plan.

Demand Resource Factor or DR Factor:
“Demand Resource Factor” or “DR Factor” shall mean, for Delivery Years through May 31,
2018, that factor approved from time to time by the PJM Board used to determine the unforced

capacity value of a Demand Resource in accordance with Reliability Assurance Agreement,
Schedule 6
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Demand Resource Officer Certification Form:

“Demand Resource Officer Certification Form” shall mean a certification as to an intended
Demand Resource Sell Offer, in accordance with Reliability Assurance Agreement, Schedule 6
and Reliability Assurance Agreement, Schedule 8.1 and the PJM Manuals.

Demand Resource Registration:

“Demand Resource Registration” shall mean a registration in the Full Program Option or
Capacity Only Option of the Emergency or Pre-Emergency Load Resource Program in
accordance with Tariff, Attachment K-Appendix, section 8.

Demand Resource Sell Offer Plan:

“Demand Resource Sell Offer Plan” shall mean the plan required by Reliability Assurance
Agreement, Schedule 6 and Reliability Assurance Agreement, Schedule 8.1 in support of an
intended offer of Demand Resources in an RPM Auction, or an intended inclusion of Demand
Resources in an FRR Capacity Plan.

Diesel Utility Class:

"Diesel Utility Class" shall mean an ELCC Class consisting of Unlimited Resources of the diesel
technology type that is not primarily fueled by landfill gas.

DER Aggregator Officer Certification Form:

“DER Aggregator Officer Certification Form” shall mean a DER Aggregator’s certification as to
an intended DER Capacity Aggregation Resource Sell Offer, in accordance with Reliability
Assurance Agreement, Schedule 6.2 and Reliability Assurance Agreement, Schedule 8.1 and the
PJM Manuals.

DER Capacity Aggregation Resource Sell Offer Plan:

“DER Capacity Aggregation Resource Sell Offer Plan” shall mean the plan required by
Reliability Assurance Agreement, Schedule 6.2 and Reliability Assurance Agreement, Schedule
8.1 in support of an intended offer of a DER Capacity Aggregation Resource in an RPM
Auction, or an intended inclusion of a DER Capacity Aggregation Resource in an FRR Capacity
Plan.

Effective Nameplate Capacity:

“Effective Nameplate Capacity” shall mean (i) for each Variable Resource and Combination
Resource that is a Generation Capacity Resource, the resource’s Maximum Facility Output (or,
for a Co-Located Resource, the applicable share of the Mixed Technology Facility’s Maximum
Facility Output); (i1) for each Variable Resource and Combination Resource, that is an individual
Component DER within a DER Aggregation Resource that is linked to a DER Capacity

Page 63



Aggregation Resource, the device’s maximum energy production capability, as defined by the
resource’s state interconnection agreement; or (iii) for each Limited Duration Resource, the
sustained level of output that the device can provide and maintain over a continuous period,
whereby the duration of that continuous period matches the characteristic duration of the
corresponding ELCC Class, with consideration given to ambient conditions expected to exist at
the time of PJM system peak load, to the extent that such conditions impact such resource’s
capability, not to exceed the Maximum Facility Output (or, for a Co-Located Resource, the
applicable share of the Mixed Technology Facility’s Maximum Facility Output). For the
2025/2026 Delivery Year and subsequent Delivery Years, the Effective Nameplate Capacity of
each Limited Duration Resource shall not exceed the greater of the Capacity Interconnection
Rights of such Limited Duration Resource, or the transitional system capability as limited by the
transitional resource MW ceiling as defined in the PJM Manuals, awarded for the applicable
Delivery Year.

Effective UCAP:

“Effective UCAP” shall mean a unit of measure that represents the capacity product transacted in
the Reliability Pricing Model and included in FRR Capacity Plans. One megawatt of Effective
UCAP has the same capacity value of one megawatt of Unforced Capacity.

ELCC Class:

“ELCC Class” shall mean a defined group of ELCC Resources that share a common set of
operational characteristics and for which effective load carrying capability analysis, as set forth
in RAA, Schedules 9.1 and 9.2, will establish a unique ELCC Class UCAP and corresponding
ELCC Class Rating(s). ELCC Classes shall be defined in the Schedules 9.1 and 9.2, section B of
this Agreement. Members of an ELCC Class shall share a common method of calculating the
ELCC Resource Performance Adjustment, provided that the individual ELCC Resource
Performance Adjustment values will generally differ among ELCC Resources.

ELCC Class Rating:

“ELCC Class Rating” shall mean the rating factor, based on effective load carrying capability
analysis, that applies to ELCC Resources that are members of an ELCC Class as part of the
calculation of their Accredited UCAP.

ELCC Class UCAP:

“ELCC Class UCAP” shall mean the aggregate Effective UCAP all modeled ELCC Resources in
a given ELCC Class are capable of providing in a given Delivery Year.

ELCC Portfolio UCAP:

“ELCC Portfolio UCAP” shall mean the aggregate Effective UCAP that all modeled ELCC
Resources are capable of providing in a given Delivery Year.
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ELCC Resource:

“ELCC Resource” shall mean a Component DER within a DER Aggregation Resource that is
linked to a DER Capacity Aggregation Resource, a Generation Capacity Resource or a Demand
Resource.

ELCC Resource Performance Adjustment:

“ELCC Resource Performance Adjustment” shall mean the performance of a specific ELCC
Resource relative to the aggregate performance of the ELCC Class to which it belongs as further
described in RAA, Schedule 9.1, section F and RAA, Schedule 9.2, section D.

Electric Cooperative:

“Electric Cooperative” shall mean an entity owned in cooperative form by its customers that is
engaged in the generation, transmission, and/or distribution of electric energy.

Electric Distributor:

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

Emergency:

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

End-Use Customer:

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

Energy Efficiency Resource:

“Energy Efficiency Resource” shall mean a project, including installation of more efficient
devices or equipment or implementation of more efficient processes or systems, meeting the
requirements of RAA, Schedule 6 and exceeding then-current building codes, appliance
standards, or other relevant standards, designed to achieve a continuous (during the periods
described in Reliability Assurance Agreement, Schedule 6 and the PJM Manuals) reduction in
electric energy consumption that is not reflected in the peak load forecast prepared for the
Delivery Year for which the Energy Efficiency Resource is proposed, and that is fully
implemented at all times during such Delivery Year, without any requirement of notice, dispatch,
or operator intervention. Annual Energy Efficiency Resources, Base Capacity Energy Efficiency
Resources and Summer-Period Energy Efficiency Resources are types of Energy Efficiency
Resources.

Exigent Water Storage:

“Exigent Water Storage” shall mean water stored in the pondage or reservoir of a hydropower
resource which is not typically available during normal operating conditions (as those conditions
are described in the relevant FERC hydropower license), but which can be drawn upon during
emergency conditions (as described in the FERC hydropower license), including in order to
avoid a load shed. In an effective load carrying capability analysis, exigent storage capability
from an upstream hydro facility can be considered relative to a downstream hydro facility by
assessing cascading storage and flows.

Existing Demand Resource:

“Existing Demand Resource” shall mean a Demand Resource for which the Demand Resource
Provider has identified existing end-use customer sites that are registered for the current Delivery
Year with PJM (even if not registered by such Demand Resource Provider) and that the Demand
Resource Provider reasonably expects to have under a contract to reduce load based on PJM
dispatch instructions by the start of the Delivery Year for which such resource is offered.

Existing DER Capacity Aggregation Resource:

“Existing DER Capacity Aggregation Resource” shall mean a DER Capacity Aggregation
Resource for which the DER Aggregator has identified existing Component DER that are
registered in a DER Capacity Aggregation Resource for the current Delivery Year with PJM
(even if not registered by such DER Aggregator) and that the DER Aggregator reasonably
expects to have under a contract to generate or reduce load based on PJM dispatch instructions
by the start of the Delivery Year for which such DER Capacity Aggregation Resource is offered.

Existing Generation Capacity Resource:
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“Existing Generation Capacity Resource” shall mean, for purposes of the must-offer requirement
and mitigation of offers for any RPM Auction for a Delivery Year, a Generation Capacity
Resource that, as of the date on which bidding commences for such auction: (a) is in service; or
(b) is not yet in service, but has cleared any RPM Auction for any prior Delivery Year. A
Generation Capacity Resource shall be deemed to be in service if interconnection service has
ever commenced (for resources located in the PIM Region), or if it is physically and electrically
interconnected to an external Control Area and is in full commercial operation (for resources not
located in the PIM Region). The additional megawatts of a Generation Capacity Resource that is
being, or has been, modified to increase the number of megawatts of available installed capacity
thereof shall not be deemed to be an Existing Generation Capacity Resource until such time as
those megawatts (a) are in service; or (b) are not yet in service, but have cleared any RPM
Auction for any prior Delivery Year or has cleared a prior RPM Auction associated with the
same Delivery Year in which the resource is to be offered in an Incremental Auction.

Extended Summer Demand Resource:

“Extended Summer Demand Resource” shall mean, for Delivery Years through May 31, 2018,
and for FRR Capacity Plans Delivery Years through May 31, 2019, a resource that is placed
under the direction of the Office of the Interconnection and that will be available June through
October and the following May, and will be available for an unlimited number of interruptions
during such months by the Office of the Interconnection, and will be capable of maintaining each
such interruption for at least a 10-hour duration between the hours of 10:00AM to 10:00PM
Eastern Prevailing Time. The Extended Summer Demand Resource must be available June
through October and the following May in the corresponding Delivery Year to be offered for sale
or Self-Supplied in an RPM Auction, or included as an Extended Summer Demand Resource in
an FRR Capacity Plan for the corresponding Delivery Year.

Facilities Study Agreement:

“Facilities Study Agreement” shall have the same meaning as in Tariff, Part VI, section 206.
FERC or Commission:

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

Firm Point-To-Point Transmission Service:

“Firm Point-To-Point Transmission Service” shall have the meaning specified in the Tariff.

Firm Service Level:

“Firm Service Level” or “FSL” of Price Responsive Demand shall mean the level, determined at
a PRD Substation level, to which Price Responsive Demand shall be reduced during the Delivery
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Year when the Locational Marginal Price exceeds the price associated with such Price
Responsive Demand identified by the PRD Provider in its PRD Plan. “Firm Service Level” or
“FSL” of Demand Resource shall mean the pre-determined level to which an end-use customer’s
load shall be reduced, upon notification from the Curtailment Service Provider’s market
operations center or its agent.

Firm Transmission Service:

“Firm Transmission Service” shall mean transmission service that is intended to be available at
all times to the maximum extent practicable, subject to an Emergency, an unanticipated failure of
a facility, or other event beyond the control of the owner or operator of the facility or the Office
of the Interconnection.

Fixed Resource Requirement Alternative or FRR Alternative:

“Fixed Resource Requirement Alternative” or “FRR Alternative” shall mean an alternative
method for a Party to satisfy its obligation to provide Unforced Capacity hereunder, as set forth
in the Reliability Assurance Agreement, Schedule 8.1.

Fixed-Tilt Solar Class:

“Fixed-Tilt Solar Class” shall mean an ELCC Class consisting of Variable Resources that
produce electrical energy with solar panels that are primarily mounted in a fixed orientation.

Forecast Pool Requirement:

“Forecast Pool Requirement” or “FPR” shall mean the amount equal to one plus the unforced
reserve margin (stated as a decimal number) for the PJM Region required pursuant to this
Reliability Assurance Agreement, as approved by the PJM Board pursuant to Reliability
Assurance Agreement, Schedule 4.1.

FRR Capacity Plan or FRR Plan:

“FRR Capacity Plan” or “FRR Plan” shall mean a long-term plan for the commitment of
Capacity Resources and Price Responsive Demand to satisfy the capacity obligations of a Party
that has elected the FRR Alternative, as more fully set forth in the Reliability Assurance
Agreement, Schedule 8.1.

FRR Entity:

“FRR Entity” shall mean, for the duration of such election, a Party that has elected the FRR
Alternative hereunder.

FRR Service Area:
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“FRR Service Area” shall mean (a) the service territory of an IOU as recognized by state law,
rule or order; (b) the service area of a Public Power Entity or Electric Cooperative as recognized
by franchise or other state law, rule, or order; or (c) a separately identifiable geographic area that
is: (1) bounded by wholesale metering, or similar appropriate multi-site aggregate metering, that
is visible to, and regularly reported to, the Office of the Interconnection, or that is visible to, and
regularly reported to an Electric Distributor and such Electric Distributor agrees to aggregate the
load data from such meters for such FRR Service Area and regularly report such aggregated
information, by FRR Service Area, to the Office of the Interconnection; and (ii) for which the
FRR Entity has or assumes the obligation to provide capacity for all load (including load growth)
within such area. In the event that the service obligations of an Electric Cooperative or Public
Power Entity are not defined by geographic boundaries but by physical connections to a defined
set of customers, the FRR Service Area in such circumstances shall be defined as all customers
physically connected to transmission or distribution facilities of such Electric Cooperative or
Public Power Entity within an area bounded by appropriate wholesale aggregate metering as
described above.

Full Program Option:

“Full Program Option” shall mean participation in Emergency Load Response Program or Pre-
Emergency Program which allows, pursuant to Tariff, Attachment DD and as applicable, (i) an
energy payment for load reductions during a pre-emergency or emergency event, and (ii) a
capacity payment for the ability to reduce load during a pre-emergency or emergency event.

Full Requirements Service:

“Full Requirements Service” shall mean wholesale service to supply all of the power needs of a
Load Serving Entity to serve end-users within the PJM Region that are not satisfied by its own
generating facilities.

Gas Combined Cycle Class:

“Gas Combined Cycle Class” shall mean an ELCC Class consisting of Unlimited Resources of
the combined cycle technology type that is primarily fueled by natural gas, but does not meet the
requirements to be included in the Gas Combined Cycle Dual Fuel Class.

Gas Combined Cycle Dual Fuel Class:

“Gas Combined Cycle Dual Fuel Class” shall mean an ELCC Class consisting of Unlimited
Resources of the combined cycle technology type that is primarily fueled by natural gas, and that
attests that it has the capability to start independently using onsite sources and operate
independently on alternate onsite fuel source(s) up to its maximum capacity level during the
winter season of the applicable Delivery Year in which it is providing capacity, and capable of
operating on the alternate fuel for two 16-hour periods over two consecutive days at its
maximum capacity level.

Gas Combustion Turbine Class:
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“Gas Combustion Turbine Class” shall mean an ELCC Class consisting of Unlimited Resources
of the combustion turbine technology type that is primarily fueled by natural gas, but does not
meet the requirements to be included in the Gas Combustion Turbine Dual Fuel Class.

Gas Combustion Turbine Dual Fuel Class:

“Gas Combustion Turbine Dual Fuel Class” shall mean an ELCC Class consisting of Unlimited
Resources of the combustion turbine technology type that is primarily fueled by natural gas, and
attests that it has the capability to start independently using onsite sources and operate
independently on alternate onsite fuel source(s) up to its maximum capacity level during the
winter season of the applicable Delivery Year in which it is providing capacity, and capable of
operating on the alternate fuel for two 16-hour periods over two consecutive days at its
maximum capacity level.

Generation Capacity Resource:

“Generation Capacity Resource” shall mean a Generating Facility, or the contractual right to
capacity from a specified Generating Facility, that meets the requirements of RAA, Schedule 9
and RAA, Schedule 10, and, for Generating Facilities that are committed to an FRR Capacity
Plan, that meets the requirements of RAA, Schedule 8.1. A Generation Capacity Resource may
be an Existing Generation Capacity Resource or a Planned Generation Capacity Resource.

Generation Owner:

“Generation Owner” shall mean a Member that owns or leases with rights equivalent to
ownership, or otherwise controls and operates one or more operating generation resources
located in the PJM Region. The foregoing notwithstanding, for a planned generation resource to
qualify a Member as a Generation Owner, such resource shall have cleared an RPM auction, and
for Energy Resources, the resource shall have a FERC-jurisdictional interconnection agreement
or wholesale market participation agreement within PJM. Purchasing all or a portion of the
output of a generation resource shall not be sufficient to qualify a Member as a Generation
Owner. For purposes of Members Committee sector classification, a Member that is primarily a
retail end-user of electricity that owns generation may qualify as a Generation Owner if: (1) the
generation resource is the subject of a FERC-jurisdictional interconnection agreement or
wholesale market participation agreement within PJM; (2) the average physical unforced
capacity owned by the Member and its affiliates over the five Planning Periods immediately
preceding the relevant Planning Period exceeds the average PJM capacity obligation of the
Member and its affiliates over the same time period; and (3) the average energy produced by the
Member and its affiliates within PJM over the five Planning Periods immediately preceding the
relevant Planning Period exceeds the average energy consumed by the Member and its affiliates
within PJM over the same time period.

Generator Forced Outage:
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“Generator Forced Outage” shall mean an immediate reduction in output or capacity or removal
from service, in whole or in part, of a generating unit by reason of an Emergency or threatened
Emergency, unanticipated failure, or other cause beyond the control of the owner or operator of
the facility, as specified in the relevant portions of the PJM Manuals. A reduction in output or
removal from service of a generating unit in response to changes in market conditions shall not
constitute a Generator Forced Outage.

Generator Maintenance Outage:

“Generator Maintenance Outage” shall mean the scheduled removal from service, in whole or in
part, of a generating unit in order to perform repairs on specific components of the facility, if
removal of the facility qualifies as a maintenance outage pursuant to the PJM Manuals.

Generator Planned Outage:

“Generator Planned Outage” shall mean the scheduled removal from service, in whole or in part,
of a generating unit for inspection, maintenance or repair with the approval of the Office of the
Interconnection in accordance with the PJIM Manuals.

Good Utility Practice:

“Good Utility Practice” shall mean any of the practices, methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time period,
or any of the practices, methods and acts which, in the exercise of reasonable judgment in light
of the facts known at the time the decision was made, could have been expected to accomplish
the desired result at a reasonable cost consistent with good business practices, reliability, safety
and expedition. Good Utility Practice is not intended to be limited to the optimum practice,
method, or act to the exclusion of all others, but rather is intended to include acceptable
practices, methods, or acts generally accepted in the region; including those practices required by
Federal Power Act Section 215(a)(4).

Hybrid Resource Class:

“Hybrid Resource Class” shall mean the ELCC Classes specified in RAA Schedules 9.1 and 9.2
Section B. Each Hybrid Resource Class has a specified combination of two components,
whereby, absent being part of a Combination Resource, the individual components would be in a
Capacity Storage Resource Class, a Variable Resource Class or would be an Unlimited
Resource. A resource that is a member of a Hybrid Resource Class has a single Point Of
Interconnection, unless the resource is controlled in an integrated fashion, is at a single site, and
is approved by PJM to be considered a single resource in accordance with the PJM Manuals.

Hydropower With Non-Pumped Storage:
“Hydropower With Non-Pumped Storage” shall mean a hydropower facility that can capture and

store incoming stream flow, without use of pumps, in pondage or a reservoir, and the Generation
Owner has the ability, within the constraints available in the applicable operating license, to exert
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material control over the quantity of stored water and output of the facility throughout an
Operating Day.

Hydropower With Non-Pumped Storage Class:

“Hydropower With Non-Pumped Storage Class” shall mean an ELCC Class consisting of
Combination Resources that are Hydropower With Non-Pumped Storage resources.

Incremental Auction:

“Incremental Auction” shall mean any of several auctions conducted for a Delivery Year after
the Base Residual Auction for such Delivery Year and before the first day of such Delivery Year,
including the First Incremental Auction, Second Incremental Auction, Third Incremental
Auction, or Conditional Incremental Auction. Incremental Auctions (other than the Conditional
Incremental Auction), shall be held for the purposes of:

(1) allowing Market Sellers that committed Capacity Resources in the Base Residual
Auction for a Delivery Year, which subsequently are determined to be unavailable
to deliver the committed Unforced Capacity in such Delivery Year (due to
resource retirement, resource cancellation or construction delay, resource
derating, EFORA increase, Accredited UCAP Factor decrease, a decrease in the
Nominated Demand Resource Value of a Planned Demand Resource, delay or
cancellation of a Qualifying Transmission Upgrade, or similar occurrences) to
submit Buy Bids for replacement Capacity Resources; and

(i1) allowing the Office of the Interconnection to reduce or increase the amount of
committed capacity secured in prior auctions for such Delivery Year if, as a result
of changed circumstances or expectations since the prior auction(s), there is,
respectively, a significant excess or significant deficit of committed capacity for
such Delivery Year, for the PJM Region or for an LDA.

Intermittent Hydropower Class:

“Intermittent Hydropower Class” shall mean an ELCC Class consisting of Variable Resources
that are run-of-river hydropower generators that must generally pass incoming water and
therefore cannot appreciably store water to later increase the output of the facility. Resources in
the Intermittent Hydropower Class are not Hydropower with Non-Pumped Storage resources.
I0U:

“IOU” shall mean an investor-owned utility with substantial business interest in owning and/or
operating electric facilities in any two or more of the following three asset categories:

generation, transmission, distribution.

Intermittent Landfill Gas Class:
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“Intermittent Landfill Gas Class” shall mean an ELCC Class consisting of Variable Resources
fueled by landfill gas that, because of fuel availability patterns, cannot run consistently at
installed capacity levels for 24 or more hours.

Large Load Adjustment:

“Large Load Adjustment” shall mean any MW quantity of adjustments to summer peak load at
the “zone/area” level and summed by Zone as further detailed in PJM Manuals. For purposes of
this definition, a “zone/area” is an area within a Zone for which the relevant Electric Distributor
specifies a separate Obligation Peak Load MW value. A zone/area is a service area of an
Electric Distributor that is a separately identifiable, geographic area bounded by wholesale
metering (e.g., the service territory of an operating company of a Transmission Owner).

Limited Demand Resource:

“Limited Demand Resource” shall mean, for Delivery Years through May 31, 2018, and for FRR
Capacity Plans Delivery Years through May 31, 2019, a resource that is placed under the
direction of the Office of the Interconnection and that will, at a minimum, be available for
interruption for at least 10 Load Management Events during the summer period of June through
September in the Delivery Year, and will be capable of maintaining each such interruption for at
least a 6-hour duration. At a minimum, the Limited Demand Resource shall be available for
such interruptions on weekdays, other than NERC holidays, from 12:00PM (noon) to 8:00PM
Eastern Prevailing Time. The Limited Demand Resource must be available during the summer
period of June through September in the corresponding Delivery Year to be offered for sale or
Self-Supplied in an RPM Auction, or included as a Limited Demand Resource in an FRR
Capacity Plan for the corresponding Delivery Year.

Limited Duration Resource:

“Limited Duration Resource” shall mean a Generation Capacity Resource or a generation
Component DER within a DER Aggregation Resource that is linked to a DER Capacity
Aggregation Resource, that is not a Variable Resource, that is not a Combination Resource, and
that is not capable of running continuously at Maximum Facility Output for 24 hours or longer.
A Capacity Storage Resource is a Limited Duration Resource.

Load Serving Entity or LSE:

“Load Serving Entity” or “LSE” shall mean any entity (or the duly designated agent of such an
entity), including a load aggregator or power marketer, (i) serving end-users within the PJM
Region, and (ii) that has been granted the authority or has an obligation pursuant to state or local
law, regulation or franchise to sell electric energy to end-users located within the PJM Region.
Load Serving Entity shall include any end-use customer that qualifies under state rules or a
utility retail tariff to manage directly its own supply of electric power and energy and use of
transmission and ancillary services.

Locational Reliability Charge:
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“Locational Reliability Charge” shall mean the charge determined pursuant to RAA, Article 7,
section 2.

Markets and Reliability Committee:

“Markets and Reliability Committee” shall mean the committee established pursuant to the
Operating Agreement as a Standing Committee of the Members Committee.

Maximum Emergency Service Level:

“Maximum Emergency Service Level” or “MESL” of Price Responsive Demand for the
2017/2018 through the 2021/2022 Delivery Years shall mean the level, determined at a PRD
Substation level, to which Price Responsive Demand shall be reduced during the Delivery Year
when a Maximum Generation Emergency is declared and the Locational Marginal Price exceeds
the price associated with such Price Responsive Demand identified by the PRD Provider in its
PRD Plan.

Member:
“Member” shall have the meaning provided in the Operating Agreement.
Members Committee:

“Members Committee” shall mean the committee specified in Operating Agreement, section 8
composed of the representatives of all the Members.

NERC:

“NERC” shall mean the North American Electric Reliability Corporation or any successor
thereto.

Network External Designated Transmission Service:

“Network External Designated Transmission Service” shall mean the quantity of network
transmission service confirmed by PJM for use by a market participant to import power and
energy from an identified Generation Capacity Resource located outside the PJM Region, upon
demonstration by such market participant that it owns such Generation Capacity Resource, has
an executed contract to purchase power and energy from such Generation Capacity Resource, or
has a contract to purchase power and energy from such Generation Capacity Resource contingent
upon securing firm transmission service from such resource.

Network Resources:

“Network Resources” shall have the meaning set forth in the PJM Tariff.
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Network Transmission Service:

“Network Transmission Service” shall mean transmission service provided pursuant to the rates,
terms and conditions set forth in Tariff, Part III or transmission service comparable to such
service that is provided to a Load Serving Entity that is also a Transmission Owner.

Nominal PRD Value:

“Nominal PRD Value” shall mean, as to any PRD Provider, an adjustment, determined in
accordance with Reliability Assurance Agreement, Schedule 6.1, to the peak-load forecast used
to determine the quantity of capacity sought through an RPM Auction, reflecting the aggregate
effect of Price Responsive Demand on peak load resulting from the Price Responsive Demand to
be provided by such PRD Provider.

Nominated Demand Resource Value:

“Nominated Demand Resource Value” shall have the meaning specified in Tariff, Attachment
DD.

Non-Retail Behind the Meter Generation:

“Non-Retail Behind the Meter Generation” shall mean Behind the Meter Generation that is used
by municipal electric systems, electric cooperatives, and electric distribution companies to serve
load.

Nuclear Class:

“Nuclear Class” shall mean an ELCC Class consisting of Unlimited Resources primarily fueled
by nuclear fuel.

Obligation Peak Load:

“Obligation Peak Load” shall have the meaning specified in Reliability Assurance Agreement,
Schedule 8.

Office of the Interconnection:

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

Offshore Wind Class:

“Offshore Wind Class” shall mean an ELCC Class consisting of Variable Resources that produce
electrical energy with offshore wind turbines located in the ocean.
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Onshore Wind Class:

“Onshore Wind Class” shall mean an ELCC Class consisting of Variable Resources that produce
electrical energy using wind turbines and that are not in the Offshore Wind Class.

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

“Operating Agreement of the PJM Interconnection, L.L.C.,” “Operating Agreement” or “PJM
Operating Agreement” shall mean that agreement, dated as of April 1, 1997 and as amended and
restated as of June 2, 1997, including all Schedules, Exhibits, Appendices, addenda or
supplements hereto, as amended from time to time thereafter, among the Members of the PIM
Interconnection, L.L.C, on file with the Commission.

Operating Day:
“Operating Day” shall have the same meaning as provided in the Operating Agreement.
Operating Reserve:

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

Ordinary Water Storage:

“Ordinary Water Storage” shall mean water stored in the pondage or reservoir of a hydropower
resource which is typically available during normal operating conditions pursuant to the FERC
license governing the operation of the hydropower resource.

Other Limited Duration Class:

“Other Limited Duration Class” shall mean the ELCC Classes specified in RAA Schedules 9.1
and 9.2 section B of this Agreement, each of which has a specified characteristic duration and
consists of Limited Duration Resources that are not Capacity Storage Resources. The
characteristic duration of an Other Limited Duration Class is the maximum period of time
represented in the ELCC model that the resources of the class can run at a stated capability.

Other Limited Duration Combination Class:

“Other Limited Duration Combination Class” shall mean the ELCC Classes specified in RAA
Schedules 9.1 and 9.2 section B. Each Other Limited Duration Class has a specified combination
of two components, whereby, absent being part of a Combination Resource, one component
would be in an Other Limited Duration Class, and the other component would be in a Variable
Resource Class or would be an Unlimited Resource. A resource that is a member of an Other
Limited Duration Combination Class has a single Point Of Interconnection, unless the resource is
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controlled in an integrated fashion, is at a single site, and is approved by PJM to be considered a
single resource in accordance with the PJM Manuals.

Other Supplier:

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

Other Unlimited Resource Class:

“Other Unlimited Resource Class” shall mean an ELCC Class consisting of Unlimited Resources
that do not qualify for any other ELCC Class specified in RAA Schedule 9.2, section D.

Other Variable Resource Class:

“Other Variable Resource Class” shall mean an ELCC Class consisting of Variable Resources
that are not in any other Variable Resource class, including Variable Resources that are
composed of multiple components, each of which would be a Variable Resource. A resource
composed of both fixed-tilt solar panels and tracking solar panels is not in this class. A resource
that is a member of a Other Variable Resource Class has a single Point Of Interconnection,
unless the resource is controlled in an integrated fashion, is at a single site, and is approved by
PJM to be considered a single resource in accordance with the PIM Manuals.

Partial Requirements Service:

“Partial Requirements Service” shall mean wholesale service to supply a specified portion, but
not all, of the power needs of a Load Serving Entity to serve end-users within the PJM Region
that are not satisfied by its own generating facilities.

Party:

“Party” shall mean an entity bound by the terms of the Operating Agreement.

Peak Shaving Adjustment:

“Peak Shaving Adjustment” shall mean a load forecast mechanism that allows load reductions by
end-use customers to result in a downward adjustment of the summer load forecast for the
associated Zone. Any End-Use Customer identified in an approved peak shaving plan shall not
also participate in PJM Markets as Price Responsive Demand, Demand Resource, Base Capacity
Demand Resource, Capacity Performance Demand Resource, or Economic Load Response

Participant.

Percentage Internal Resources Required:
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“Percentage Internal Resources Required” shall mean, for purposes of an FRR Capacity Plan, the
percentage of the LDA Reliability Requirement for an LDA that must be satisfied with Capacity
Resources located in such LDA.

Performance Assessment Interval:

“Performance Assessment Interval” shall have the meaning specified in Tariff, Attachment DD.
PJM:

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

PJM Board:

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

PJM Manuals:

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

PJM Region:

“PJM Region” shall have the same meaning as provided in the Operating Agreement.

PJM Region Installed Reserve Margin:

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

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

“PJM Tarift,” “Tariff,” “O.A.T.T., “OATT” or “PJM Open Access Transmission Tariff” shall
mean that certain PJM Open Access Transmission Tariff, including any schedules, appendices,

or exhibits attached thereto, on file with FERC and as amended from time to time thereafter.

Planned Demand Resource:
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“Planned Demand Resource” shall mean any Demand Resource that does not currently have the
capability to provide a reduction in demand or to otherwise control load, but that is scheduled to
be capable of providing such reduction or control on or before the start of the Delivery Year for
which such resource is to be committed, as determined in accordance with the requirements of
Reliability Assurance Agreement, Schedule 6. As set forth in Reliability Assurance Agreement,
Schedule 6 and Reliability Assurance Agreement, Schedule 8.1, a Demand Resource Provider
submitting a DR Sell Offer Plan shall identify as Planned Demand Resources in such plan all
Demand Resources in excess of those that qualify as Existing Demand Resources.

Planned DER Capacity Aggregation Resource:

A “Planned DER Capacity Aggregation Resource” shall mean any DER Capacity Aggregation
Resource that does not currently have the capability to provide generation or reduction in
demand, but that is scheduled to be capable of providing such generation or reduction in demand
on or before the start of the Delivery Year for which such resource is to be committed, as
determined in accordance with the requirements of Reliability Assurance Agreement, Schedule
6.2. As set forth in Reliability Assurance Agreement, Schedule 6.2 and Reliability Assurance
Agreement, Schedule 8.1, a DER Aggregator submitting a DER Capacity Aggregation Resource
Sell Offer Plan shall identify in such plan all DER Capacity Aggregation Resources in excess of
those that qualify as Existing DER Capacity Aggregation Resources. A Planned DER Capacity
Aggregation Resource must comply with all provisions of the DER Aggregator Participation
Model described in Tariff, Attachment K-Appendix, section 1.4B and Operating Agreement,
Schedule 1, section 1.4B, prior to the applicable Delivery Year.

Planned External Generation Capacity Resource:

“Planned External Generation Capacity Resource” shall mean a proposed Generation Capacity
Resource, or a proposed increase in the capability of a Generation Capacity Resource, that (a) is
to be located outside the PJM Region, (b) participates in the generation interconnection process
of a Control Area external to PIM, (c) is scheduled to be physically and electrically
interconnected to the transmission facilities of such Control Area on or before the first day of the
Delivery Year for which such resource is to be committed to satisfy the reliability requirements
of the PJM Region, and (d) is in full commercial operation prior to the first day of such Delivery
Year, such that it is sufficient to provide the Installed Capacity set forth in the Sell Offer forming
the basis of such resource’s commitment to the PJM Region. Prior to participation in any Base
Residual Auction for such Delivery Year, the Capacity Market Seller must demonstrate that it
has a fully executed system impact study agreement (or other documentation which is
functionally equivalent to a System Impact Study Agreement under the PJM Tariff) or, for
resources which are greater than 20MWs participating in a Base Residual Auction for the
2019/2020 Delivery Year and subsequent Delivery Years, an agreement or other documentation
which is functionally equivalent to a Facilities Study Agreement under the PJM Tariff), with the
transmission owner to whose transmission facilities or distribution facilities the resource is being
directly connected, and, as applicable, the transmission provider. Prior to participating in any
Incremental Auction for such Delivery Year, the Capacity Market Seller must demonstrate it has
entered into an interconnection agreement, or such other documentation that is functionally
equivalent to an Interconnection Service Agreement under the PJM Tariff, with the transmission
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owner to whose transmission facilities or distribution facilities the resource is being directly
connected, and, as applicable, the transmission provider. A Planned External Generation
Capacity Resource must provide evidence to PJM that it has been studied as a Network
Resource, or such other similar interconnection product in such external Control Area, must
provide contractual evidence that it has applied for or purchased transmission service to be
deliverable to the PJM border, and must provide contractual evidence that it has applied for
transmission service to be deliverable to the bus at which energy is to delivered, the agreements
for which must have been executed prior to participation in any Reliability Pricing Model
Auction for such Delivery Year. Any such resource shall cease to be considered a Planned
External Generation Capacity Resource as of the earlier of (i) the date that interconnection
service commences as to such resource; or (ii) the resource has cleared an RPM Auction, in
which case it shall become an Existing Generation Capacity Resource for purposes of the
mitigation of offers for any RPM Auction for all subsequent Delivery Years.

Planned Generation Capacity Resource:

“Planned Generation Capacity Resource” shall mean a Generation Capacity Resource, or
additional megawatts to increase the size of a Generation Capacity Resource that is being or has
been modified to increase the number of megawatts of available installed capacity thereof,
participating in the generation interconnection process under Tariff, Part IV, Subpart A, as
applicable, for which: (i) Interconnection Service is scheduled to commence on or before the first
day of the Delivery Year for which such resource is to be committed to RPM or to an FRR
Capacity Plan; (i1) for any such resource seeking to offer into a Base Residual Auction, or for
any such resource of 20 MWs or less seeking to offer into a Base Residual Auction, a System
Impact Study Agreement (or, for resources for which a System Impact Study Agreement is not
required, has such other agreement or documentation that is functionally equivalent to a System
Impact Study Agreement) has been executed prior to the Base Residual Auction for such
Delivery Year; (iii) for any such resource of more than 20 MWs seeking to offer into a Base
Residual Auction for the 2019/2020 Delivery Year and subsequent Delivery Years, a Facilities
Study Agreement (or, for resources for which a Facilities Study Agreement is not required, has
such other agreement or documentation that is functionally equivalent to a Facility Studies
Agreement) has been executed prior to the Base Residual Auction for such Delivery Year; and
(iv) an Interconnection Service Agreement has been executed prior to any Incremental Auction
for such Delivery Year in which such resource plans to participate. For purposes of the must-
offer requirement and mitigation of offers for any RPM Auction for a Delivery Year, a
Generation Capacity Resource shall cease to be considered a Planned Generation Capacity
Resource as of the earlier of (i) the date that Interconnection Service commences as to such
resource; or (ii) the resource has cleared an RPM Auction for any Delivery Year, in which case it
shall become an Existing Generation Capacity Resource for any RPM Auction for all subsequent
Delivery Years and for subsequent Incremental Auctions associated with the Delivery Year that
a resource first clears an RPM Auction.

Planning Period:

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

“Portfolio Expected Unserved Energy” shall mean the annual amount of expected unserved
energy, in MWh, that is expected for the RTO when at the annual reliability criteria that provides
an acceptable level of reliability consistent with the Reliability Principles and Standards.

PRD Curve:

“PRD Curve” shall mean a price-consumption curve at a PRD Substation level, if available, and
otherwise at a Zonal (or sub-Zonal LDA, if applicable) level, that details the base consumption
level of Price Responsive Demand and the decreasing consumption levels at increasing prices.

PRD Provider:

“PRD Provider” shall mean a PJM Member that has entered contractual arrangements with end-
use customers that satisfy the eligibility criteria for and provides Price Responsive Demand.

PRD Provider’s Zonal Expected Peak Load Value of PRD:

“PRD Provider’s Zonal Expected Peak Load Value of PRD” shall mean the expected
contribution to Delivery Year peak load of a PRD Provider’s Price Responsive Demand, were
such demand not to be reduced in response to price, based on the contribution of the end-use
customers comprising such Price Responsive Demand to the most recent prior Delivery Year’s
peak demand, escalated to the Delivery Year in question, as determined in a manner consistent
with the Office of the Interconnection’s load forecasts used for purposes of the RPM Auctions.

PRD Reservation Price:

“PRD Reservation Price” shall mean an RPM Auction clearing price identified in a PRD Plan for
Price Responsive Demand load below which the PRD Provider desires not to commit the
identified load as Price Responsive Demand.

PRD Substation:

“PRD Substation” shall mean an electrical substation that is located in the same Zone or in the
same sub-Zonal LDA as the end-use customers identified in a PRD Plan or PRD registration and
that, in terms of the electrical topography of the Transmission Facilities comprising the PJM
Region, is as close as practicable to such loads.

Price Responsive Demand:
“Price Responsive Demand” or “PRD” shall mean end-use customer load registered by a PRD
Provider pursuant to Reliability Assurance Agreement, Schedule 6.1 that have, as set forth in

more detail in the PJM Manuals, the metering capability to record electricity consumption at an
interval of one hour or less, Supervisory Control capable of curtailing such load (consistent with
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applicable RERRA requirements) at each PRD Substation identified in the relevant PRD Plan or
PRD registration in response to a Performance Assessment Interval that triggers a PRD
performance assessment or a Non-PAI Event, and a retail rate structure, or equivalent contractual
arrangement, capable of changing retail rates as frequently as an hourly basis, that is linked to or
based upon changes in real-time Locational Marginal Prices at a PRD Substation level and that
results in a predictable automated response to varying wholesale electricity prices.

Price Responsive Demand Credit:

“Price Responsive Demand Credit” shall mean a credit, based on committed Price Responsive
Demand, as determined under Reliability Assurance Agreement, Schedule 6.1.

Price Responsive Demand Plan or PRD Plan:

“Price Responsive Demand Plan” or “PRD Plan” shall mean a plan, submitted by a PRD
Provider and received by the Office of the Interconnection in accordance with Reliability
Assurance Agreement, Schedule 6.1 and procedures specified in the PJM Manuals, claiming a
peak demand limitation due to Price Responsive Demand to support the determination of such
PRD Provider’s Nominal PRD Value.

Public Power Entity:

“Public Power Entity” shall mean any agency, authority, or instrumentality of a state or of a
political subdivision of a state, or any corporation wholly owned by any one or more of the
foregoing, that is engaged in the generation, transmission, and/or distribution of electric energy.
Qualifying Transmission Upgrades:

“Qualifying Transmission Upgrades” shall have the meaning specified in Tariff, Attachment DD.
Relevant Electric Retail Regulatory Authority:

“Relevant Electric Retail Regulatory Authority” or “RERRA” shall have the meaning specified
in the PJM Operating Agreement.

Reliability Principles and Standards:

“Reliability Principles and Standards” shall mean the principles and standards established by the
Office of the Interconnection that define, among other things, an acceptable probabilistic of loss
of load criteria due to inadequate generation or transmission capability, as amended from time to
time.

Required Approvals:

“Required Approvals” shall mean all of the approvals required for the Operating Agreement to
be modified or to be terminated, in whole or in part, including the acceptance for filing by FERC
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and every other regulatory authority with jurisdiction over all or any part of the Operating
Agreement.

Self-Supply:

“Self-Supply” shall have the meaning provided in Tariff, Attachment DD.

Small Commercial Customer:

“Small Commercial Customer” shall have the same meaning as in the PJM Tariff.
State Consumer Advocate:

“State Consumer Advocate” shall mean a legislatively created office from any State, all or any
part of the territory of which is within the PJM Region, and the District of Columbia established,
inter alia, for the purpose of representing the interests of energy consumers before the utility
regulatory commissions of such states and the District of Columbia and the FERC.

State Regulatory Structural Change:

“State Regulatory Structural Change” shall mean as to any Party, a state law, rule, or order that,
after September 30, 20006, initiates a program that allows retail electric consumers served by such
Party to choose from among alternative suppliers on a competitive basis, terminates such a
program, expands such a program to include classes of customers or localities served by such
Party that were not previously permitted to participate in such a program, or that modifies retail
electric market structure or market design rules in a manner that materially increases the
likelihood that a substantial proportion of the customers of such Party that are eligible for retail
choice under such a program (a) that have not exercised such choice will exercise such choice; or
(b) that have exercised such choice will no longer exercise such choice, including for example,
without limitation, mandating divestiture of utility-owned generation or structural changes to
such Party’s default service rules that materially affect whether retail choice is economically
viable.

Steam Class:

“Steam Class” shall mean an ELCC Class consisting of Unlimited Resources of the steam
technology type and the primary fuel is not coal or nuclear.

Summer-Period Demand Resource:

Summer-Period Demand Resource shall mean, for the 2020/2021 Delivery Year and subsequent
Delivery Years, a resource that is placed under the direction of the Office of the Interconnection,
and will be available June through October and the following May of the Delivery Year, and will
be available for an unlimited number of interruptions during such months by the Office of the
Interconnection, and will be capable of maintaining each such interruption between the hours of
10:00AM to 10:00PM Eastern Prevailing Time. The Summer-Period Demand Resource must be
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available June through October and the following May in the corresponding Delivery Year to be
offered for sale in an RPM Auction, or included as a Summer-Period Demand Resource in an
FRR Capacity Plan for the corresponding Delivery Year.

Summer-Period Energy Efficiency Resource:

Summer-Period Energy Efficiency Resource shall mean, for the 2020/2021 Delivery Year and
subsequent Delivery Years, a project, including installation of more efficient devices or
equipment or implementation of more efficient processes or systems, meeting the requirements
of Reliability Assurance Agreement, Schedule 6 and exceeding then-current building codes,
appliance standards, or other relevant standards, designed to achieve a continuous (during the
summer peak periods as described in Reliability Assurance Agreement, Schedule 6 and the PJM
Manuals) reduction in electric energy consumption that is not reflected in the peak load forecast
prepared for the Delivery Year for which the Summer-Period Energy Efficiency Resource is
proposed, and that is fully implemented at all times during such Delivery Year, without any
requirement of notice, dispatch, or operator intervention.

Supervisory Control:

“Supervisory Control” shall mean the capability to curtail, in accordance with applicable
RERRA requirements, load registered as Price Responsive Demand at each PRD Substation
identified in the relevant PRD Plan or PRD registration in response to a Maximum Generation
Emergency declared by the Office of the Interconnection. Except to the extent automation is not
required by the provisions of the Operating Agreement, the curtailment shall be automated,
meaning that load shall be reduced automatically in response to control signals sent by the PRD
Provider or its designated agent directly to the control equipment where the load is located
without the requirement for any action by the end-use customer.

Threshold Quantity:

“Threshold Quantity” shall mean, as to any FRR Entity for any Delivery Year, the sum of (a) the
Unforced Capacity equivalent (determined using the Pool-Wide Average EFORD through the
2024/2025 Delivery Year, or pool-wide average Accredited UCAP Factor effective with the
2025/2026 Delivery Year) of the Installed Reserve Margin for such Delivery Year multiplied by
the Preliminary Forecast Peak Load for which such FRR Entity is responsible under its FRR
Capacity Plan for such Delivery Year, plus (b) the lesser of (i) 3% of the Unforced Capacity
amount determined in (a) above or (ii) 450 MW. If the FRR Entity is not responsible for all load
within a Zone, the Preliminary Forecast Peak Load for such entity shall be determined in
accordance with Reliability Assurance Agreement, Schedule 8.1, section D.2.

Tracking Solar Class:
“Tracking Solar Class” shall mean an ELCC Class consisting of Variable Resources that produce

electrical energy with solar panels that are primarily mounted on trackers that align the panels
with incoming sunlight over the course of the day.
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Transmission Facilities:

“Transmission Facilities” shall mean facilities that: (i) are within the PJM Region; (ii) meet the
definition of transmission facilities pursuant to FERC’s Uniform System of Accounts or have
been classified as transmission facilities in a ruling by FERC addressing such facilities; and (ii1)
have been demonstrated to the satisfaction of the Office of the Interconnection to be integrated
with the PJM Region transmission system and integrated into the planning and operation of the
PJM Region to serve all of the power and transmission customers within the PJM Region.

Transmission Owner:

“Transmission Owner” shall mean a Member that owns or leases with rights equivalent to
ownership Transmission Facilities and is a signatory to the PJM Transmission Owners
Agreement. Taking transmission service shall not be sufficient to qualify a Member as a
Transmission Owner.

Unforced Capacity:

“Unforced Capacity” shall mean the capacity value as determined by the effective load carrying
capability analysis for the Delivery Year, as further described in Schedule 9.2, without regard to
the ownership of or the contractual rights to the capacity of the unit.

Unlimited Resource:

“Unlimited Resource” shall mean a generating unit having the ability to maintain output at a
stated capability continuously on a daily basis without interruption. Through the 2024/2025
Delivery Year, an Unlimited Resource is a Generation Capacity Resource that is not an ELCC
Resource.

Variable Resource:

“Variable Resource” shall mean a Generation Capacity Resource or a generation Component
DER within a DER Aggregation Resource that is linked to a DER Capacity Aggregation
Resource, with output that can vary as a function of its energy source, such as wind, solar, run of
river hydroelectric power without storage, and landfill gas units without an alternate fuel source.
All Intermittent Resources are Variable Resources, with the exception of Hydropower with Non-
Pumped Storage.

Winter Peak Load (or WPL):

“Winter Peak Load” or “WPL” shall mean the average of the Demand Resource customer’s
specific peak hourly load between hours ending 7:00 EPT through 21:00 EPT on the PIM
defined 5 coincident peak days from December through February two Delivery Years prior the
Delivery Year for which the registration is submitted. Notwithstanding, if the average use
between hours ending 7:00 EPT through 21:00 EPT on a winter 5 coincident peak day is below
35% of the average hours ending 7:00 EPT through 21:00 EPT over all five of such peak days,
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then up to two such days and corresponding peak demand values may be excluded from the
calculation. Upon approval by the Office of the Interconnection, a Curtailment Service Provider
may provide alternative data to calculate Winter Peak Load, as outlined in the PJIM Manuals,
when there is insufficient hourly load data for the two Delivery Years prior to the relevant
Delivery Year or if more than two days meet the exclusion criteria described above.

Zonal Capacity Price:

“Zonal Capacity Price” shall mean _the clearing price required in each Zone to meet the demand
for Unforced Capacity and satisfy Locational Deliverability Requirements for the LDA or LDAs
associated with such Zone. If the Zone contains multiple LDAs with different Capacity
Resource Clearing Prices, the Zonal Capacity Price shall be a weighted average of the Capacity
Resource Clearing Prices for such LDAs, weighted by the Unforced Capacity of Capacity
Resources cleared in each such LDA.

Zone or Zonal:

“Zone” or “Zonal” shall refer to an area within the PJM Region, as set forth in Tariff,
Attachment J and RAA, Schedule 15, or as such areas may be (i) combined as a result of mergers
or acquisitions or (ii) added as a result of the expansion of the boundaries of the PJM Region. A
Zone shall include any Non-Zone Network Load located outside the PJM Region that is served
from such Zone under Tariff, Attachment H-A.

Zonal Winter Weather Adjustment Factor (ZWWAF):
“Zonal Winter Weather Adjustment Factor” or “ZWWAF” shall mean the PJM zonal winter

weather normalized coincident peak divided by PJM zonal average of 5 coincident peak loads in
December through February.
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A.

SCHEDULE 9.2:

EFFECTIVE LOAD CARRYING CAPABILITY ANALYSIS FOR THE
2025/2026 DELIVERY YEAR AND SUBSEQUENT DELIVERY YEARS

Overview of Effective Load Carrying Capability Analysis

The inputs of the effective load carrying capability analysis shall consider similar data and
forecasts as that used in development of the FPR, as described in Schedule 4.C, and will include:

-Historical weather and load data;

-Historical output of existing Variable Resources;

-Estimates of putative historical output for planned Variable Resources;

-Forced outage patterns for Unlimited Resources, including consideration of correlated
outage risks;

-Resource deployment forecast; and

-Modeling parameters for Limited Duration Resources, Combination Resources, and
Demand Resources.

The outputs of the effective load carrying capability analysis include:

-ELCC Class Rating values, in percent.

B.

(1

ELCC Classes
(a) The following are the ELCC Classes for Variable Resources:

Tracking Solar Class
Fixed-Tilt Solar Class
Onshore Wind Class

Offshore Wind Class
Intermittent Landfill Gas Class
Intermittent Hydropower Class
Other Variable Resource Class

(b) The following are the types of ELCC Classes for Limited Duration Resources:

The type of Capacity Storage Resource Classes
The type of Other Limited Duration Resource Classes

Within those types, the following are the specific ELCC Classes for Limited Duration
Resources:

Capacity Storage Resource Class (4-Hour Duration)
Capacity Storage Resource Class (6-Hour Duration)
Capacity Storage Resource Class (8-Hour Duration)
Capacity Storage Resource Class (10-Hour Duration)
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- Other Limited Duration Class (4-Hour Duration)
- Other Limited Duration Class (6-Hour Duration)
- Other Limited Duration Class (8-Hour Duration)
- Other Limited Duration Class (10-Hour Duration)

(c) The following are the ELCC Classes for Combination Resources:

- The types of Hybrid Resource Classes, as further specified in subpart (2) below

- Hydropower With Non-Pumped Storage Class

- Complex Hybrid Class

- The types of Other Limited Duration Combination Classes, as further specified in subpart

3).
(d) The following are the ELCC Classes for Unlimited Resources

- Nuclear Class

- Coal Class

- Gas Combined Cycle Class

- Gas Combustion Turbine Class

- Gas Combined Cycle Dual Fuel Class

- Oil Fired Combustion Turbine Class (effective with the 2027/2028 Delivery Year)
- Gas Combustion Turbine Dual Fuel Class

- Diesel Utility Class

- Other Steam Class

- Waste to Energy Steam Class (effective with the 2027/2028 Delivery Year)
- Other Unlimited Resource Class

(e) The following are the ELCC Classes for Demand Resources
- Demand Resource Class

(2) PJM shall establish Hybrid Resource Classes for all “open-loop” combinations of each
Capacity Storage Resource class and each Variable Resource class or Unlimited Resource class,
as well as all “closed-loop” combinations of each Capacity Storage Resource class and each
Variable Resource class or Unlimited Resource class. An “open-loop” resource operates by
charging the storage component from the grid, while a “closed-loop” resource does not.

(3) PJM shall establish “Other Limited Duration Combination Classes” for all combinations of
each Variable Resource Class and each Other Limited Duration Resource Class, and for
combinations of an Unlimited Resource with each Other Limited Duration Resource Class.

(4) For a given Delivery Year, ELCC Class Ratings will not be calculated for any ELCC Class to
the extent that no member of the class is expected to provide, or offer to provide capacity, in the
applicable Delivery Year. PJM will determine the ELCC Class Ratings for an ELCC Class when
any one of the following criteria are met:

(a) An Existing Generation Capacity Resource or a Component DER as part of an
Existing DER Capacity Aggregation Resource is in such class; or
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(b) A Planned Generation Capacity Resource or a Component DER as part of a
Planned DER Capacity Aggregation Resource has submitted timely and valid data
through the ELCC data submission process and is in such class; or

(©) The resource deployment forecast contains a resource in such class.

®)) (a) For each ELCC Resource, except an ELCC Resource that is a Capacity Storage
Resource or includes a Capacity Storage Resource component, PJM shall determine the ELCC
Class of which such resource is a member by matching the physical characteristics of such
resource with the definition of the ELCC Class.

(b) For each ELCC Resource that is a Capacity Storage Resource or includes a Capacity
Storage Resource component, PJM shall determine, by matching the physical characteristics of
such resource with the definition of the ELCC Class, the type of ELCC Class of which such
resource is a member; provided however, the Capacity Resource Provider shall choose the
specific ELCC Class within the type ELCC Class identified by PJM that corresponds to the
chosen characteristic duration.

If the Capacity Resource Provider fails to choose, PJM will choose a specific ELCC Class to
assign to such resource. The election of the specific ELCC Class corresponding to the chosen
characteristic duration shall be for a term of five consecutive Delivery Years. After such five
Delivery Year period, a Capacity Resource Provider may request a change in the ELCC Class,
based on choosing a different characteristic duration, by submitting to the Office of the
Interconnection a written request to switch ELCC Classes and provide documentation supporting
such change. A Capacity Resource Provider must submit such a request, and supporting
documentation, by August 1 prior to the calendar year for the RPM Auction in which the ELCC
Resource intends to submit a Sell Offer or otherwise commit to provide capacity, except for
2025/2026 Delivery Year such required information must be provided to the Office of the
Interconnection in accordance with the PJM Manuals. The Office of the Interconnection shall
provide no later than following November 15 written notification to the Capacity Resource
Provider of its determination. If the request is granted, the ELCC Resource shall be considered
in the new ELCC Class starting with the next Delivery Year for which no RPM Auction has been
conducted and for subsequent Delivery Years. If the request is denied, the Office of the
Interconnection shall include in the notice a written explanation for the denial.

(6) Mixed-Technology Facility is composed of components with different generation
technologies, at least one of which would be an ELCC Resource, behind a single Point of
Interconnection. For a Mixed-Technology Facility composed of components that do not have
significant interaction, the components are eligible to participate as separate resources. A Mixed-
Technology Facility composed of components that have significant interaction must participate
as a single Combination Resource (or, if the components would all be Variable Resources, then
as a single Variable Resource).

The Capacity Resource Provider of a Mixed-Technology Facility eligible to participate as either
a single ELCC Resource or as multiple stand-alone resources shall elect, for a term of five
consecutive Delivery Years, whether PJM is to model it as a single ELCC Resource or as
multiple stand-alone resources. After such five Delivery Year period, a Capacity Resource
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Provider may request a change in such modelling approach by submitting to the Office of the
Interconnection a written request to change the modelling approach and provide documentation
supporting such change. A Capacity Resource Provider must submit such a request, and
supporting documentation, by August 1 prior to the calendar year for the RPM Auction in which
the ELCC Resource(s) intend(s) to submit a Sell Offer or otherwise commit to provide capacity,
except for 2025/2026 Delivery Year such required information must be provided to the Office of
the Interconnection in accordance with the PIM Manuals. The Office of the Interconnection
shall provide no later than following November 15 written notification to the Capacity Resource
Provider of its determination. If the request is granted, the ELCC Resource(s) shall be modelled
as requested starting with the next Delivery Year for which no RPM Auction has been conducted
and for subsequent Delivery Years. If the request is denied, the Office of the Interconnection
shall include in the notice a written explanation for the denial.

C. Calculation of ELCC Class Rating

ELCC Class Ratings for a Delivery Year are calculated by adding to the forecasted resource
portfolio incremental quantities of resources belonging to the subject ELCC Class, depending on
the resource type:

(1) The ELCC Class Rating of Variable Resources, Limited Duration Resources, Unlimited
Resources (except Other Unlimited Resources), and Demand Resources shall be the ratio of the
expected unserved energy improvement resulting from adding an incremental quantity of the
subject ELCC Class to the expected unserved energy improvement resulting from adding an
incremental quantity of an Unlimited Resource with no outages, where expected unserved energy
improvement is calculated relative to the Portfolio EUE for the Delivery Year.

(2)  No ELCC Class Rating is determined for Combination Resources and ELCC Resources
in the Hydropower with Non-Pumped Storage Class, in the Complex Hybrid Class, in the Other
Unlimited Resource Class, and in any ELCC Class whose members are so distinct from one
another that a single ELCC Class Rating would fail to capture their physical characteristics.

D. Calculation of Accredited UCAP and ELCC Resource Performance Adjustment

(1) (a) For Variable Resources and Limited Duration Resources, Accredited UCAP values
shall be equal to the lesser of the resource’s Capacity Interconnection Right or the product of:

(1) the Effective Nameplate Capacity;
(1) the applicable ELCC Class Rating; and
(ii1) the ELCC Resource Performance Adjustment.

(b) For any resource in an ELCC Class for which no Class Rating has been calculated
pursuant to C(2), the Accredited UCAP shall be based on a resource-specific effective
load carrying capability analysis based on the resource’s unique parameters.

(c¢) For Unlimited Resources that have an ELCC Class Rating determined pursuant to
C(1), Accredited UCAP values shall be equal to the product of:

(1) the installed capacity;
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(i1) the applicable ELCC Class Rating; and
(ii1) the ELCC Resource Performance Adjustment.

(d) For Demand Resources, Accredited UCAP values shall be equal to the product of:

(1) the Nominated Value of the Demand Resource; and
(i1) the applicable ELCC Class Rating.

(2)  The ELCC Resource Performance Adjustment shall be calculated according to the
following methods, as further detailed in the PJM Manuals:

(a) For a Variable Resource, a Limited Duration Resource, and an Unlimited Resource:
based on a metric consisting of the weighted average expected hourly output of the
resource in the ELCC model during hours of loss of load risk where: (i) the weights
correspond to the modeled probability of losing load in such hour and (ii) the expected
hourly output is based on the resource’s modeled output during the same hour on days
since June 1st, 2012 identified as having similar weather from an RTO-perspective. For a
given resource or component, the Performance Adjustment shall equal the ratio of such
metric to the average (weighted by the Effective Nameplate Capacity) of such metrics for
all units in the applicable Variable Resource ELCC Class or applicable Unlimited
Resource ELCC Class.

In determining the ELCC Resource Performance Adjustment, the actual output of a
Variable Resource shall be adjusted to reflect historical curtailments, and output in any
hour shall be capped at: (i) the greater of the Variable Resource’s Capacity
Interconnection Rights, or the transitional system capability as limited by the transitional
resource MW ceiling as defined in the PJM Manuals, awarded for the applicable Delivery
Year, for hours in the months of June through October and the following May of the
Delivery Year, and (ii) the Variable Resource’s assessed deliverability, as defined in the
PJM Manuals, for hours in the months of November through April of the Delivery Year.
The output of an Unlimited Resource in any hour shall be capped at the greater of the
resource’s Capacity Interconnection Rights, or the transitional system capability as
limited by the transitional resource MW ceiling as defined in the PJM Manuals, awarded
for the applicable Delivery Year..

E. Calculation of Accredited UCAP Factor

For Generation Capacity Resources, PJM shall determine an Accredited UCAP Factor, which is
the ratio of the resource’s Accredited UCAP to the resource’s installed capacity.

G. Installed Capacity of ELCC Resources

Rules and procedures for technically determining and demonstrating the installed capacity of
ELCC Resources shall be developed by the Office of the Interconnection and maintained in the
PJM Manuals. The installed capacity of a Limited Duration Resource is based on the sustained
level of output that the unit can provide and maintain over a continuous period, whereby the
duration of that period matches the characteristic duration of the corresponding ELCC Class,
with consideration given to ambient conditions expected to exist at the time of PJM system peak
load, as described in the PJM Manuals. The installed capacity of a Combination Resource (other
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than Hydropower With Non-Pumped Storage) is based on the lesser of the Maximum Facility
Output or the sum of the equivalent Effective Nameplate Capacity values of the resource’s
constituent components considered on a stand-alone basis. The installed capacity of an Unlimited
Resource and Variable Resource shall be determined in accordance with the PJM Manuals. The
installed capacity of Demand Resources, for purposes of the ELCC analysis, is based on the
forecasted deployment level in the PJM Load Forecast.

H. Details of the Effective Load Carrying Capability Methodology

The effective load carrying capability analysis shall compare expected hourly load levels (based
on historical weather) with the expected hourly output of the expected future resource mix in
order to identify the relative marginal resource adequacy value of each individual ELCC Class
compared to an Unlimited Resource with no outages. In performing this analysis, the model
inputs shall be scaled to meet the annual reliability criteria of the Office of the Interconnection.
The effective load carrying capability analysis shall compare hourly values for: (i) expected load
based on historical weather; (ii) expected Variable Resource output; (iii) expected output of
Limited Duration Resources and of Combination Resources as described below; (iv) expected
Unlimited Resource output; and (v) expected Demand Resource output. These expected
quantities are based on forecasted load and actual and putative values for Variable Resource
output (standalone or as a component of Combination Resources) and Unlimited Resource output
after June 1, 2012 (inclusive) through the most recent Delivery Year for which complete data
exist. For resources that have not existed each year since June 1, 2012, putative output is an
estimate of the hourly output that resource would have produced in a historical hour if that
resource had existed in that hour. For Variable Resources, this putative output estimate is
developed based on historical weather data consistent with the particular site conditions for each
such resource in accordance with the PIM Manuals; for Unlimited Resources, the putative output
is developed based on actual performance of similar units in accordance with the PJM Manuals.

Variable Resource actual output shall be adjusted in the ELCC analysis to reflect historical
curtailments, and output shall be capped in any hour at: (i) the greater of the Variable Resource’s
Capacity Interconnection Rights, or the transitional system capability as limited by the
transitional resource MW ceiling as defined in the PJM Manuals, awarded for the applicable
Delivery Year, during the months of June through October and the following May of the
Delivery Year, and (ii) the Variable Resource’s assessed deliverability, as defined in the PJIM
Manuals, during the months of November through April of the Delivery Year. The output of
Unlimited Resources shall not exceed the greater of the Unlimited Resource’s Capacity
Interconnection Rights, or the transitional system capability as limited by the transitional
resource MW ceiling as defined in the PJIM Manuals, awarded for the applicable Delivery Year.

The effective load carrying capability analysis shall simulate performance of Demand Resources,
and shall simulate the output of Limited Duration Resources and Combination Resources based
on their Office of the Interconnection-validated parameters, including the putative output of the
Variable Resource component of Combination Resources, as described above.

The quantity of deployed resources studied in the analysis shall be based on resource deployment
forecasts and, where applicable, on available information based on Sell Offers submitted in RPM
Auctions or Fixed Resource Requirement plans for the applicable Delivery Year, and, where
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applicable, information provided to the Office of the Interconnection regarding intent to offer in
an RPM Auction, pursuant to the requirements in the Tariff, Attachment DD, section 5.5.

The model inputs, specifically the load scenarios, shall be scaled to meet the annual reliability
criteria of the Office of the Interconnection. The resulting expected unserved energy constitutes
the Portfolio EUE for the Delivery Year. Energy Resources are not included in the effective load
carrying capability analysis. Generating units that are expected to only offer or otherwise
provide a portion of their Accredited UCAP for that Delivery Year are represented in the
analysis in proportion to the expected quantity offered or delivered divided by the Accredited
UCAP.

I Methodology to Simulate Output of Certain Resources in the Effective Load
Carrying Capability Model

The effective load carrying capability analysis shall simulate the output of Limited Duration
Resources and Combination Resources based on their physical parameters, including limited
storage capability, and shall simulate the deployment of Demand Resources. The analysis shall
simulate output from the subject Limited Duration Resources, Combination Resources, and
Demand Resources in hours in which all output from Unlimited Resources and available output
from Variable Resources is insufficient to meet load. The analysis shall first simulate the output
of Demand Resources. If the simulated output of Demand Resources is insufficient to meet load,
then the output of the subject Limited Duration Resources and Combination Resources shall be
simulated on an hour-by-hour basis based on their relative duration, starting from longer duration
resources to shorter duration resources. The output of Combination Resources shall be capped in
any hour at: (i) the greater of the Combination Resource's Capacity Interconnection Rights, or
the transitional system capability as limited by the transitional resource MW ceiling as defined in
the PJM Manuals, awarded for the applicable Delivery Year, during the months of June through
October and the following May of the Delivery Year, and (ii) the Combination Resource's
assessed deliverability, as defined in the PJM Manuals, during the months of November through
April of the Delivery Year. Energy Storage Resource charging is during hours with sufficient
margin, including between daily peaks if necessary.

J. Administration of Effective Load Carrying Capability Analysis

The Office of the Interconnection shall post final ELCC Class Rating values at least once per
year in a report that also includes appropriate details regarding methodology and inputs. The
Office of the Interconnection shall post this report and shall communicate ELCC Resource
Performance Adjustment values to applicable Capacity Resource Providers no later than five
months prior to the start of the target Delivery Year, as described in the PJIM Manuals.
Accredited UCAP values for the applicable Delivery Year shall establish the maximum Unforced
Capacity that an ELCC Resource can physically provide or offer to provide in the applicable
Delivery Year.

The Office of the Interconnection shall also post preliminary ELCC Class Rating values for nine
subsequent Delivery Years. For any Delivery Year for which a final ELCC Class Rating has not
been posted and a preliminary ELCC Class Rating has been posted, the Accredited UCAP of an
ELCC Resource for such Delivery Year shall be based on the most recent preliminary ELCC
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Class Rating value for that Delivery Year, together with the most recently calculated ELCC
Resource Performance Adjustment value for that ELCC Resource. Except to the extent specified
above or otherwise specified, the preliminary ELCC Class Rating values for future years are
non-binding and are only for indicative purposes. A Capacity Resource Provider can offer or
provide capacity from an ELCC Resource that is not subject to a capacity market must offer
obligation (as specified in Tariff, Attachment DD, Section 6.6) at a level less than the Accredited
UCAP for such resource.

In order to facilitate the effective load carrying capability analysis, the Capacity Resource
Provider of each ELCC Resource must submit to the Office of the Interconnection the required
information as specified in the PJM Manuals by no later than August 1 prior to the calendar year
for the RPM Auction in which the ELCC Resource intends to submit a Sell Offer or otherwise
commit to provide capacity, except for 2025/2026 Delivery Years such required information
must be provided to the Office of the Interconnection in accordance with the PJM Manuals. The
required information may include relevant physical parameters, relevant historical data such as
weather data and actual or estimated historical energy output, and documentation supporting
such parameters and historical data. The relevant physical parameters are those that are
incorporated into the effective load carrying capability analysis. The parameters required for
Hydropower With Non-Pumped Storage shall include Ordinary Water Storage and any
applicable Exigent Water Storage. Submitted parameters must indicate the expected duration for
which any submitted physical parameters are valid.

The Office of the Interconnection shall evaluate, validate, and approve the foregoing information
in accordance with the process set forth in the PJM Manuals. In evaluating the validity of
submitted information, the Office of the Interconnection may assess the consistency of such
information with observed conditions. If the Office of the Interconnection observes that the
information provided by the Capacity Resource Provider of the ELCC Resource is inconsistent
with observed conditions, the Office of the Interconnection will coordinate with the Capacity
Resource Provider of the ELCC Resource to understand the information and observed conditions
before making a determination regarding the validity of the applicable parameters. The Office of
the Interconnection may engage the services of a consultant with technical expertise to evaluate
the foregoing information.

After the Office of the Interconnection has completed its evaluation of the foregoing information,
the Office of the Interconnection shall notify the Capacity Resource Provider in writing whether
the submitted information is considered invalid by no later than September 1 following the
submission of the information. The Office of the Interconnection’s determination on the validity
of the foregoing information shall continue for the applicable Delivery Year and, if requested, for
such longer period as the Office of the Interconnection may determine is supported by the data.

In the event that the Office of the Interconnection is unable to validate any of the required
information, physical parameters, supporting documentation, or other related information
submitted by the Capacity Resource Provider of an ELCC Resource, then the Office of the
Interconnection shall calculate Accredited UCAP values for that ELCC Resource based only on
the validated information. Such ELCC Resource shall not be permitted to offer or otherwise
provide capacity above such Accredited UCAP values until the Office of the Interconnection
determines new Accredited UCAP values for such resource.
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Capacity Resource Providers of ELCC Resources that are hydropower plants with water storage
must provide documentation to support the physical parameters provided for expected load
carrying capability analysis modeling, as specified in the PJM Manuals. This documentation
must: (a) support the plant’s physical capabilities; (b) demonstrate that the parameters do not
violate any federal, state, river basin, or other applicable authority operating limitations of the
plant; and (c) demonstrate full authorization from FERC, any river basin commissions, and any
other applicable authorities to meet those capabilities.
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Attachment C

GDEC Chart of Revisions to the
PJM Open Access Transmission Tariff,

Operating Agreement and Reliability Assurance Agreement



GDECS Chart of Tariff Revisions

Governing Rationale/Notes

Document,

Current Language Proposed Revisions

Agreement,
Attachment,

Section,
Title
1 [Tariff, Section
4.2

Pursuant to the Commission’s May 21, 2021 Final Rule, Order No.
676-J (175 FERC 9 61,139) amending its regulations under the
Federal Power Act, and the grant of waivers from specified
provisions of WEQ-001, WEQ-002 and WEQ-003 approved by the
Commission in PJM Interconnection, L.L.C., 151 FERC 9 61,141
(May 18, 2015), PJM Interconnection, L.L.C., 178 FERC 4 61,163
(March 7, 2022)

Pursuant to the Commission’s May 21, 2021 Final Rule, Order No.
676-J (175 FERC 9 61,139) amending its regulations under the Federal
Power Act, and the grant of waivers from specified provisions of
WEQ-001, WEQ-002 and WEQ-003 approved by the Commission in
\PJM Interconnection, L.L.C., 151 FERC § 61,141 (May 18, 2015),
PJM Interconnection, L.L.C., 169 FERC 4 61,226 (Dec. 19, 2019),
\PJM Interconnection, L.L.C., 178 FERC 9 61,163 (March 7, 2022)

IAdding the missing reference to one of the
relevant NITS practices and procedures,
Standard 001-13.1.3.

2 [Tariff, Section
4.2(3)

To the extent not inconsistent with Transmission Provider’s current
INITS practices and procedures, WEQ-001, Open Access Same-Time
Information System (OASIS), ((WEQ] Version 003.3, March 30,
2020); excluding Standards 001-9.5, 001-10.5, 001-14.1.3, 001-
15.1.2,001-106.2.5, 001-25 in its entirety

To the extent not inconsistent with Transmission Provider’s current
INITS practices and procedures, WEQ-001, Open Access Same-Time
Information System (OASIS), ((WEQ] Version 003.3, March 30,
2020); excluding Standards 001-9.5, 001-10.5, 001-13.1.3, 001-14.1.3,
001-15.1.2, 001-106.2.5, 001-25 in its entirety

IAdding the missing reference to one of the
relevant NITS practices and procedures,
Standard 001-13.1.3.

provide a reasonable level of assurance that the interconnected
transmission network will be secure. TRM is not scheduled against
or explicitly used for the delivery of energy. It is preserved as a
reliability margin to reflect the uncertainty of the operation of the
clectric system (i.e., to prevent oversubscription of the transmission
system). Transmission Provider flowgates with their TRM, CBM,
and ratings are posted on the PJM OASIS paged under ATC
Information at:

to provide a reasonable level of assurance that the interconnected
transmission network will be secure. TRM is not scheduled against|
or explicitly used for the delivery of energy. It is preserved as a
reliability margin to reflect the uncertainty of the operation of the
electric system (i.e., to prevent oversubscription of the
transmission system). Transmission Provider flowgates with their
TRM, CBM, and ratings are posted on the PJM OASIS page.€-

3 [Tariff, Determining AFC and ATC using the Flowgate Methodology isa  [Determining AFC and ATC using the Flowgate Methodology is a The website hyperlink is no longer valid.
Attachment C  jmulti-step integrated process which is described in detail in the multi-step integrated process which is described in detail in the
ATCID. PJM uses the following mathematical algorithms to IATCID. PJM uses the following mathematical algorithms to calculate
calculate AFC and ATC. The actual detailed AFC and ATC IAFC and ATC. The actual detailed AFC and ATC algorithms are
algorithms are available on the PJM OASIS at the following link:  |available on the PJM OASIS.-at-thefellowingink—
ftp://ftp.pjm.com/oasis/afc-atc-algorithms.pdf el eemnon e e e ol ot bse o
4 [Tariff, Transmission Provider uses TRM in all AFC calculations. Transmission Provider uses TRM in all AFC calculations. The website hyperlink is no longer valid.
IAttachment C  [Transmission Provider includes TRM in the AFC/ATC calculation to] =~ Transmission Provider includes TRM in the AFC/ATC calculation
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ftp://ftp.pjm.com/oasis/fgates-definitions-posting.csv

CS Chart of Tariff Revisions

Proposed Revisions

e £ i - i ™

Rationale/Notes

Tariff,
IAttachment K
IAppendix,
section 1.4B (k)
and Operating
Agreement,
Schedule 1,
section 1.4B (k)

(k) A DER Capacity Aggregation Resource shall be subject to a
MOPR Floor Offer Price in accordance with the provisions
applicable to MOPR Floor Offer Price for Generation Capacity
Resources, as described in Tariff, Attachment DD, section 5.14(h-2),
and Market Seller Offer Cap for Generation Capacity Resources in a
manner consistent with the provisions applicable to Market Seller
Offer Cap for Generation Capacity Resources, as described in Tariff,
|Attachment DD, section 6.4 and Tariff, Attachment M-Appendix,
section II.E, based on the underlying technology of the Component
DER.

(k) A DER Capacity Aggregation Resource shall be subject to a
MOPR Floor Offer Price in accordance with the provisions
applicable to MOPR Floor Offer Price for Generation Capacity
Resources, as described in Tariff, Attachment DD, section 5.14(h-
2), and Market Seller Offer Cap for Generation Capacity
Resources in a manner consistent with the provisions applicable to
Market Seller Offer Cap for Generation Capacity Resources, as
described in Tariff, Attachment DD, section 6-4 and Tariff,
Attachment M-Appendix, section II.E, based on the underlying
technology of the Component DER.

Paragraph #87 of the March 1, 2023 FERC
Order indicates that PJM’s existing capacity
market mitigation rules are to apply to DER
Capacity Aggregation Resources based on the
composition of the DER Capacity Aggregation
Resource and consistent with such
requirements applied to all resources in PJM.
The existing mitigation rules regarding Market
Seller Offer Cap are not solely in section 6.4 of
Tariff, Attachment DD and appear throughout
IAttachment DD, Section 6.

Tariff,
Attachment DD,
section 5.3A

IA Member that has committed capacity through an RPM Auction for
a Delivery Year may purchase Locational UCAP as replacement
capacity from a Member with available uncommitted capacity for
such Delivery Year in accordance with the terms of this section and
the PJM Manuals. Locational UCAP may not be sold or purchased
prior to the date that the final Accredited UCAP Factor is established
for such Delivery Year, and if designated to PJM by the Locational
UCAP Seller as sold prior to the Third Incremental Auction for a
Delivery Year must be confirmed by the buyer prior to such Third
Incremental Auction as purchased for replacement capacity, or such
transaction shall be rejected. In accordance with procedures specified
in the PJIM Manuals, the parties to a Locational UCAP transaction
must notify PJM of such transaction, which notification must
specify: 1) the buyer, ii) the Locational UCAP Seller, iii) the start and
end dates of the transaction (which may not be retroactive), iv) the
Locational UCAP amount (no less than 0.1 megawatts), v) the
demand or generation resource with available uncommitted capacity

A Member that has committed capacity through an RPM Auction for a
Delivery Year may purchase Locational UCAP as replacement
capacity from a Member with available uncommitted capacity for
such Delivery Year in accordance with the terms of this section
and the PJM Manuals. Locational UCAP may not be sold or
purchased prior to the date that the final Accredited UCAP Factor
is established for such Delivery Year, and if designated to PJM by
the Locational UCAP Seller as sold prior to the Third Incremental
Auction for a Delivery Year must be confirmed by the buyer prior
to such Third Incremental Auction as purchased for replacement
capacity, or such transaction shall be rejected. In accordance with
procedures specified in the PJM Manuals, the parties to a

which notification must specify: i) the buyer, ii) the Locational
UCAP Seller, iii) the start and end dates of the transaction (which
may not be retroactive), iv) the Locational UCAP amount (no less
than 0.1 megawatts), v) the demand or generation resource with

that is the basis for the sale, vi) the Locational Delivery Area in

available uncommitted capacity that is the basis for the sale, vi)

Locational UCAP transaction must notify PJM of such transaction,

DER Capacity Aggregation Resources that are
used as the basis of a Location UCAP bilateral
transaction are subject to DER Capacity
IAggregation Test Failure Charges (section 11B
of Tariff, Att DD). Section 5.3A is currently
missing a reference to Tariff, Att DD, section
11B, which details the DER Capacity
IAggregation Resource Test Failure Charge and
is scheduled to become effective on February 1,
2028.
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which the resource is located. The Locational UCAP Seller shall be
responsible for any charges imposed under sections 7, 7A, 8, 10A,
11A, or 13, as applicable, for such Delivery Year, with respect to the
increment of capacity sold as Locational UCAP; any other settlement
of charges under the Locational UCAP transaction shall be between
the parties. A purchaser of Locational UCAP may not offer such
capacity into an RPM Auction

CS Chart of Tariff Revisions

Proposed Revisions

the Locational Delivery Area in which the resource is located. The
Locational UCAP Seller shall be responsible for any charges
imposed under sections 7, 7A, 8, 10A, 11A, 11B, or 13, as
applicable, for such Delivery Year, with respect to the increment
of capacity sold as Locational UCAP; any other settlement of
charges under the Locational UCAP transaction shall be between
the parties. A purchaser of Locational UCAP may not offer such
capacity into an RPM Auction

Rationale/Notes

Tariff,

section 5.6 (g)

IAttachment DD,

(g) A Capacity Market Seller that owns or controls one or more
Capacity Storage Resources, Intermittent Resources, Demand
Resources, or Energy Efficiency Resources may submit a Sell Offer
as a Capacity Performance Resource in a MW quantity consistent
with their average expected output during peak-hour periods, not to
exceed the Accredited UCAP of such resource, as applicable.
/Alternatively, a Capacity Market Seller that owns or controls one or
more Capacity Storage Resources, Intermittent Resources, Demand
Resources, Energy Efficiency Resources, or Environmentally-
Limited Resources may submit a Sell Offer which represents the
aggregated Unforced Capacity value of such resources, where such
Sell Offer shall be considered to be located in the smallest modeled
LDA common to the aggregated resources. Such aggregated
resources shall be owned by or under contract to the Capacity
Market Seller, including all such resources obtained through bilateral
contract and reported to the Office of the Interconnection in
accordance with the Office of the Interconnection’s rules related to
its Capacity Exchange tools. If any of the commercially aggregated
resources in such Sell Offer are subject to the Minimum Floor Offer
Price pursuant to Tariff, Attachment DD, section 5.14(h-2), the
Capacity Market Seller that owns or controls such resources may
submit a Sell Offer with a Minimum Floor Offer Price of no lower
than the time and MW-weighted average of the applicable MOPR

(g) A Capacity Market Seller that owns or controls one or more
Capacity Storage Resources, Intermittent Resources, or Demand
Resources;-erEnergyEfficieneyResourees may submit a Sell Offer as
a Capacity Performance Resource in a MW quantity consistent with
their average expected output during peak-hour periods, not to exceed
the Accredited UCAP of such resource, as applicable. Alternatively, a
Capacity Market Seller that owns or controls one or more Capaeity-
Sterage Resourees; Intermittent Resources that has been granted
additional Capacity Interconnection Rights related to the winter-period

sand Summer-Period Demand Resources; Energy-Efficieney-

Resourees;-or Environmentally-Limited Resourees may submit a Sell
Offer which represents the aggregated Unforced Capacity value of

such resources, where such Sell Offer shall be considered to be located
in the smallest modeled LDA common to the aggregated resources.
Such aggregated resources shall be owned by or under contract to the
Capacity Market Seller, including all such resources obtained through
bilateral contract and reported to the Office of the Interconnection in
accordance with the Office of the Interconnection’s rules related to its
Capacity Exchange tools. If any of the commercially aggregated
resources in such Sell Offer are subject to the Minimum Floor Offer
Price pursuant to Tariff, Attachment DD, section 5.14(h-2), the
Capacity Market Seller that owns or controls such resources may
submit a Sell Offer with a Minimum Floor Offer Price of no lower

than the time and MW-weighted average of the applicable MOPR

Participation of Energy Efficiency Resources
sunset with the 2026/2027 Delivery Year per
ER24-2995.

Commercial aggregation is now limited to
Intermittent Resources that have granted
additional CIRs related to the winter-period and
Summer Period Demand Resources. Revisions
are consistent with the removal of the
categorical must-offer exception for Capacity
Storage Resources and Intermittent Resources,
which the Commission accepted in PJM
Interconnection, L.L.C., 190 FERC § 61,117
(2025). Capacity Storage Resources and
Intermittent Resources must now be offered
into the Reliability Pricing Model (“RPM”)
|Auctions as annual resources and cannot just
meet the capacity must-offer requirement by
offering as a seasonal capacity resource. As a
result, only those incremental additional winter
Capacity Interconnection Rights that are
granted to an Intermittent Resource would have
the ability to aggregate with a Summer-Period
Demand Resource.
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Floor Offer Prices (zero if not applicable) of the aggregated
resources in such Sell Offer.

Floor Offer Prices (zero if not applicable) of the aggregated resources
in such Sell Offer.

8 [Tariff, (1) For the 2020/2021 Delivery Year and subsequent Delivery Years,

(i-h ) Ferthe 2020/2021 DeliveryYearand-subsequent Delivery—Years;Corrects the label for subsection (i) to (h) and

IAttachment DD,
section 5.6 (i)

a Capacity Market Seller that owns or controls a resource that
qualifies as a Summer-Period Capacity Performance Resource may
submit a Sell Offer as a Capacity Performance Resource in a MW
quantity consistent with the average expected output of such
resource during peak-hour periods, and may submit a separate Sell
Offer as a Summer-Period Capacity Performance Resource in a MW
quantity consistent with the average expected output of such
resource during summer peak hour periods, provided the total Sell
Offer MW quantity submitted as both a Capacity Performance
Resource and a Summer-Period Capacity Performance Resource
does not exceed the Unforced Capacity value of the resource. For the
2020/2021 Delivery Year and subsequent Delivery Years, a Capacity
Market Seller that owns or controls a resource that qualifies as a
'Winter-Period Capacity Performance Resource may submit a Sell
Offer as a Capacity Performance Resource in a MW quantity
consistent with the average expected output of such resource during
peak-hour periods, and may submit a separate Sell Offer as a Winter-
Period Capacity Performance Resource in a MW quantity consistent
with the average expected output of such resource during winter
peak-hour periods, provided the total Sell Offer MW quantity
submitted as both a Capacity Performance Resource and a Winter-
Period Capacity Performance Resource does not exceed the
[Unforced Capacity value of the resource. Each segment of a
Seasonal Capacity Performance Resource Sell Offer must be
submitted as a flexible Sell Offer segment with the minimum MW
quantity offered set to zero.

a A Capacity Market Seller that owns or controls a resource that
qualifies as a Summer-Period Capacity Performance Resource
may submit a Sell Offer as a Capacity Performance Resource in a
MW quantity consistent with the average expected output of such
resource during peak-hour periods, and may submit a separate Sell
Offer as a Summer-Period Capacity Performance Resource in a
MW quantity consistent with the average expected output of such
resource during summer peak hour periods, provided the total Sell
Offer MW quantity submitted as both a Capacity Performance
Resource and a Summer-Period Capacity Performance Resource
does not exceed the Unforced Capacity value of the resource. For-
e 202002 Doliem e cone b conen Dolbeeme Jone o
Capacity Market Seller that owns or controls a resource that
qualifies as a Winter-Period Capacity Performance Resource may
submit a Sell Offer as a Capacity Performance Resource in a MW
quantity consistent with the average expected output of such
resource during peak-hour periods, and may submit a separate Sell
Offer as a Winter-Period Capacity Performance Resource in a MW,
quantity consistent with the average expected output of such
resource during winter peak-hour periods, provided the total Sell
Offer MW quantity submitted as both a Capacity Performance
Resource and a Winter-Period Capacity Performance Resource
does not exceed the Unforced Capacity value of the resource. Each
segment of a Seasonal Capacity Performance Resource Sell Offer
must be submitted as a flexible Sell Offer segment with the

deletes obsolete language that refers to a
Delivery Year that has passed.

minimum MW quantity offered set to zero.
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(4) Unit-Specific Exception. A Capacity Market Seller intending to
submit a Sell Offer in any RPM Auction for a Generation Capacity
Resource that is subject to the provisions of the Minimum Offer
Price Rule below the applicable default MOPR Floor Offer Price
may, at its election, submit a request for a unit-specific exception for
such Capacity Resource. A Capacity Market Seller intending to
submit a Sell Offer in any RPM Auction for a Generation Capacity
Resource that is under a fact-specific review for Buyer-Side Market
Power pursuant to Tariff, Attachment DD, section 5.14(h-
2)(2)(B)(ii), and where the offer is below the applicable default
MOPR Floor Offer Price may, at its election, submit a request for a
unit-specific exception for such Generation Capacity Resource. A
Sell Offer below the default MOPR Floor Offer Price, but no lower
than the unit-specific MOPR Floor Offer Price, shall be permitted if
the Capacity Market Seller obtains approval from the Office of the
Interconnection or the Commission, prior to the RPM Auction in
which it seeks to submit the Sell Offer. The unit-specific MOPR
Floor Offer Price determined under this provision shall be based on
the unit-specific Accredited UCAP value for battery energy storage
resource types and for solar and wind generation resource types
(appropriately time-weighted for any winter Capacity
Interconnection Rights) or on the unit-specific EFORA for all other
generation resource types, and shall be applied to each MW offered
by the resource regardless of actual Sell Offer quantity and
regardless of whether the Sell Offer is for a Seasonal Capacity
Performance Resource. Such Sell Offer is permissible because it is
consistent with the competitive, cost-based, fixed, net cost of the
resource.

Proposed Revisions

(4) Unit-Specific Exception. A Capacity Market Seller intending to

submit a Sell Offer in any RPM Auction for a Generation Capacity
Resource that is subject to the provisions of the Minimum Offer
Price Rule below the applicable default MOPR Floor Offer Price
may, at its election, submit a request for a unit-specific exception
for such Capacity Resource. A Capacity Market Seller intending to
submit a Sell Offer in any RPM Auction for a Generation Capacity
Resource that is under a fact-specific review for Buyer-Side
Market Power pursuant to Tariff, Attachment DD, section 5.14(h-
2)(2)(B)(ii), and where the offer is below the applicable default
MOPR Floor Offer Price may, at its election, submit a request for
a unit-specific exception for such Generation Capacity Resource.
A Sell Offer below the default MOPR Floor Offer Price, but no
lower than the unit-specific MOPR Floor Offer Price, shall be
permitted if the Capacity Market Seller obtains approval from the
Office of the Interconnection or the Commission, prior to the RPM
Auction in which it seeks to submit the Sell Offer. The unit-
specific MOPR Floor Offer Price determined under this provision
shall be based on the unit-specific Accredited UCAP value for
battery energy storage resource types and for solar and wind
generation resource types (appropriately time-weighted for any
winter Capacity Interconnection Rights) or on the unit-specific
EEORd Accredited UCAP value for all other generation resource
types, and shall be applied to each MW offered by the resource
regardless of actual Sell Offer quantity and regardless of whether
the Sell Offer is for a Seasonal Capacity Performance Resource.
Such Sell Offer is permissible because it is consistent with the
competitive, cost-based, fixed, net cost of the resource.

Rationale/Notes

\Updates the language in the unit-specific
IMOPR Floor Offer Price section to use
IAccredited UCAP value since that has replaced
IEFORd under the ELCC construct in
accordance with PJM Interconnection, L.L.C.,
186 FERC 4 61,080 (2024).

10 [Tariff, 'Where the two conditions stated in subsection (B) above are not met,[Where the two conditions stated in subsection (B) above are not met, [This update adds a clarification that when a
IAttachment DD, |or the Sell Offer is pivotal, the Sell Offer shall be rejected if it or the Sell Offer is pivotal, the Sell Offer shall be rejected if it Sell Offer for a planned resource is rejected
section exceeds 140 percent of: 1) the average of location-adjusted Sell exceeds 140 percent of: 1) the average of location-adjusted Sell  because the MOPR Floor Price is higher than
6.5(a)(i1)(C) Offers for Planned Generation Capacity Resources from the same Offers for Planned Generation Capacity Resources from the same [the mitigated price for planned resources, no
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asset class as such Sell Offer, submitted (and not rejected) (Asset-
Class New Plant Offers) for such Delivery Year; or 2) if there are no

IAsset-Class New Plant Offers for all prior Delivery Years; or 3) if
there are no Asset-Class New Plant Offers for any prior Delivery
'Year, the Net CONE applicable for such Delivery Year in

the LDA for which such Sell Offer was submitted. For purposes of
this section, asset classes shall be as stated in section 6.7(c) below as
effective for such Delivery Year, and Asset-Class New Plant Offers
shall be location-adjusted by the ratio between the Net CONE

subject to this section was submitted and the average, weighted by

underlying such Asset Class New Plant Offers are
located. Following the conduct of the applicable auction and before

6.2(b) above, each Capacity Market Seller whose Sell Offer is so
rejected shall be notified in writing by the Office of the
Interconnection by no later than one (1) Business Day after the close
of the offer period for the applicable RPM Auction and allowed an
opportunity to submit a revised Sell Offer that does not exceed such
threshold within one (1) Business Day of the Office of the
Interconnection's rejection of such Sell Offer. If such revised Sell
Offer is accepted by the Office of the Interconnection, the Office of
the Interconnection then shall clear the auction with such revised
Sell Offer in place. Pursuant to Tariff, Attachment M-Appendix,
Section II.F, the Market Monitoring Unit shall notify in writing
each Capacity Market Seller whose Sell Offer has been determined
to be non-competitive and subject to mitigation, with a copy to the
Office of the Interconnection, by no later than one (1) Business Day
after the close of the offer period for the applicable RPM Auction.

|Asset-Class New Plant Offers for such Delivery Year, the average of

effective for such Delivery Year for the LDA in which the Sell Offer

installed capacity, of the Net CONEs for all LDAs in which the units

the final determination of clearing prices, in accordance with Section

Proposed Revisions

asset class as such Sell Offer, submitted (and not rejected) (Asset-
Class New Plant Offers) for such Delivery Year; or 2) if there are
no Asset-Class New Plant Offers for such Delivery Year, the
average of Asset-Class New Plant Offers for all prior Delivery
Years; or 3) if there are no Asset-Class New Plant Offers for any
prior Delivery Year, the Net CONE applicable for such Delivery
Year in the LDA for which such Sell Offer was submitted. For
purposes of this section, asset classes shall be as stated in section
6.7(c) below as effective for such Delivery Year, and Asset-Class
New Plant Offers shall be location-adjusted by the ratio between
the Net CONE effective for such Delivery Year for the LDA in
which the Sell Offer subject to this section was submitted and the
average, weighted by installed capacity, of the Net CONE:s for all
LDAs in which the units underlying such Asset Class New Plant
Offers are located. Following the conduct of the applicable
auction and before the final determination of clearing prices, in
accordance with Section 6.2(b) above, each Capacity Market
Seller whose Sell Offer is so rejected (except for those Sell Offers
that are rejected because the MOPR Floor Price is higher than the
mitigated offer price in accordance with Tariff, Attachment DD,
section 5.14(h-2)) shall be notified in writing by the Office of the
Interconnection by no later than one (1) Business Day after the
close of the offer period for the applicable RPM Auction and
allowed an opportunity to submit a revised Sell Offer that does not
exceed such threshold within one (1) Business Day of the Office
of the Interconnection's rejection of such Sell Offer. If such
revised Sell Offer is accepted by the Office of the Interconnection,
the Office of the Interconnection then shall clear the auction with
such revised Sell Offer in place. Pursuant to Tariff, Attachment
M-Appendix, Section IL.F, the Market Monitoring Unit shall notify|
in writing each Capacity Market Seller whose Sell Offer has been

Rationale/Notes

motice is required since the impacted Capacity
Market Seller would not be able to reduce such
Sell Offer when it is subject to the MOPR Floor|
Price.

determined to be non-competitive and subject to mitigation, with a
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copy to the Office of the Interconnection, by no later than one (1)
Business Day after the close of the offer period for the applicable
RPM Auction.

Rationale/Notes

11

Tariff,
IAttachment DD,
section 10A(c)

IAIl Actual Generation Performance and Storage Resource
Performance = the total amount of Actual Performance for all
generation resources (including external Generation Capacity
Resources for any Performance Assessment Interval for which
performance by such external resource would have helped resolve
the declared Emergency Action that was the subject to the
Performance Assessment Hour; provided, however, that for any
Delivery Year up to and including the 2019/2020 Delivery Year,
performance of external Generation Capacity Resources shall be
assessed only during Performance Assessment Hours for Emergency
|Actions declared for the entire PJM Region) and storage resources
during the interval;

INet Energy Imports = the sum of interchange transactions importing
energy into PJM (not including those associated with external
Generation Capacity Resources and therefore included in All Actual
Generation Performance) minus the sum of interchange transactions
exporting energy out of PJM, but not less than zero;

Demand Response Bonus Performance = the sum of Bonus
performance provided by Demand Response resources as calculated
in (g) below;

Price Responsive Demand Bonus Performance = the sum of Bonus
performance provided by Price Responsive Demand as calculated in
(g) below;

and for Demand Resources, Energy Efficiency Resources, and
Qualifying Transmission Upgrades: Resource Committed Capacity;
where

Resource Committed Capacity = the total megawatts of capacity
committed from such Capacity Resource committed capacity without]

Al Actual Generation Performance and Storage Resource
Performance = the total amount of Actual Performance for all
generation resources (including external Generation Capacity
Resources for any Performance Assessment Interval for which
performance by such external resource would have helped resolve the
declared Emergency Action that was the subject to the Performance
IAssessment Hour; provided, however, that for any Delivery Year up to
and including the 2019/2020 Delivery Year, performance of external
Generation Capacity Resources shall be assessed only during
Performance Assessment Hours for Emergency Actions declared for
the entire PJM Region) and storage resources during the interval;

INet Energy Imports = the sum of interchange transactions importing
energy into PJM (not including those associated with external
Generation Capacity Resources and therefore included in All Actual
Generation Performance) minus the sum of interchange transactions
exporting energy out of PJM, but not less than zero;

Demand Response Bonus Performance = the sum of Bonus
performance provided by Demand Response resources as calculated in
(g) below;

Price Responsive Demand Bonus Performance = the sum of Bonus
performance provided by Price Responsive Demand as calculated in
(g) below;

and for Demand Resources; EnergyEfficieneyResourees;,—and
Qualifying Transmission Upgrades: Resource Committed Capacity;
where

Resource Committed Capacity = the total megawatts of capacity
committed from such Capacity Resource, where such committed

making any adjustment for the Forecast Pool Requirement

capacity shall be in installed capacity terms i i

Revision clarifies that the Resource Committed
Capacity in Performance Assessment Interval
Expected Performance calculation is based on
installed capacity terms for Demand Resources
and Qualifying Transmission Upgrades. The
phrase “committed capacity without making
any adjustment for Forecast Pool Requirement”
is no longer necessary since the proposed
revision makes it clear that committed capacity
shall be in installed capacity terms and the
reference to “without making any adjustment
for the Forecast Pool Requirement” no longer
applies since the Forecast Pool Requirement is
no longer used to convert an installed capacity
commitment to an unforced capacity
commitment for Demand Resources. This also
removes Energy Efficiency Resources from this
section given that such resources no longer
qualify as capacity as of the 2026/2027
Delivery Year.
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and ...

Rationale/Notes

12 RAA, Article 1, ["Capacity Resources" shall mean megawatts of (i) net capacity "Capacity Resources" shall mean megawatts of (i) net capacity 'While a Capacity Resource could be committed
Definitions — from Existing Generation Capacity Resources or Planned Generation from Existing Generation Capacity Resources or Planned Generation [as capacity, this clarification makes clear that
Capacity Capacity Resources meeting the requirements of the Reliability Capacity Resources meeting the requirements of the Reliability not all Capacity Resource have or will have a
Resources |Assurance Agreement, Schedules 9 and Reliability Assurance IAssurance Agreement, Schedules 9 and Reliability Assurance capacity commitment.

\Agreement, Schedule 10 that are or will be owned by or contracted |Agreement, Schedule 10 that are or will be owned by or contracted to
to a Party and that are or will be committed to satisfy a Party and that are or wil may be committed to satisfy

that Party's obligations under the Reliability Assurance Agreement, [that Party's obligations under the Reliability Assurance Agreement, or
or to satisfy the reliability requirements of the PJM Region, for to satisfy the reliability requirements of the PJM Region, for

a Delivery Year; (ii) net capacity from Existing Generation Capacity [a Delivery Year; (ii) net capacity from Existing Generation Capacity
Resources or Planned Generation Capacity Resources not owned or [Resources or Planned Generation Capacity Resources not owned or
contracted for by a Party which are accredited to the PJM Region  [contracted for by a Party which are accredited to the PJM Region
pursuant to the procedures set forth in such Schedules 9 and 10; or  jpursuant to the procedures set forth in such Schedules 9 and 10; or
(ii1) load reduction capability provided by Demand (iii) load reduction capability provided by Demand

Resources or Energy Efficiency Resources that are accredited to the [Resources or Energy Efficiency Resources that are accredited to the
PJM Region pursuant to the procedures set forth in the Reliability  |PJM Region pursuant to the procedures set forth in the Reliability
Assurance Agreement, Schedule 6; or (iv) generation and load IAssurance Agreement, Schedule 6; or (iv) generation and load
reduction capability provided by a DER Capacity Aggregation reduction capability provided by a DER Capacity Aggregation
Resource, pursuant to the procedures set forth in the Reliability Resource, pursuant to the procedures set forth in the Reliability
IAssurance Agreement, Schedule 6.2 and the PJM Manuals. IAssurance Agreement, Schedule 6.2 and the PJM Manuals.

13 RAA, Article 1, |"Existing Generation Capacity Resource" shall mean, for purposes of|'Existing Generation Capacity Resource" shall mean, for purposes of [Update to make clear that a resource that
Definitions — the must-offer requirement and mitigation of offers for any RPM the must-offer requirement and mitigation of offers for any RPM already cleared a prior RPM Auction for a
Existing Auction for a Delivery Year, a Generation Capacity Resource that, |Auction for a Delivery Year, a Generation Capacity Resource that, as [relevant Delivery Year should be considered an
Generation as of the date on which bidding commences for such auction: (a) is |of the date on which bidding commences for such auction: (a) isin  [Existing Generation Capacity Resource for
Capacity in service; or (b) is not yet in service, but has cleared any RPM service; or (b) is not yet in service, but has cleared any RPM Auction [subsequent RPM Auctions associated with such
Resources lAuction for any prior Delivery Year. A Generation Capacity for any prior Delivery Year. A Generation Capacity Resource shall be [Delivery Year. This would make clear that a

Resource shall be deemed to be in service if interconnection service
has ever commenced (for resources located in the PJM Region), or if

deemed to be in service if interconnection service has ever commenced
(for resources located in the PJM Region), or if it is physically and

it is physically and electrically interconnected to an external Control

Planned Generation Capacity Resource that
clears in the Base Residual Auction would not

electrically interconnected to an external Control Area and is in full

need to submit a binding notice of intent to
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IArea and is in full commercial operation (for resources not located in
the PJM Region). The additional megawatts of a Generation
Capacity Resource that is being, or has been, modified to increase
the number of megawatts of available installed capacity thereof shall
not be deemed to be an Existing Generation Capacity Resource until
such time as those megawatts (a) are in service; or (b) are not yet in
service, but have cleared any RPM Auction for any prior Delivery
Year.

CS Chart of Tariff Revisions

Proposed Revisions

commercial operation (for resources not located in

the PJM Region). The additional megawatts of a Generation Capacity
Resource that is being, or has been, modified to increase the number of]
megawatts of available installed capacity thereof shall not be deemed
to be an Existing Generation Capacity Resource until such time as
those megawatts (a) are in service; or (b) are not yet in service, but
have cleared any RPM Auction for any prior Delivery Year or has
cleared a prior RPM Auction associated with the same Delivery Year
in which the resource is to be offered in an Incremental Auction.

Rationale/Notes

offer in subsequent Incremental Auctions
associated with the same Delivery Year since
such a resource would be included in the
planning models once it is already cleared in
the Base Residual Auction.

14

RAA, Article 1,
Definitions —
Planned
Generation
Capacity
Resources

"Planned Generation Capacity Resource" shall mean a

Generation Capacity Resource, or additional megawatts to increase
the size of a Generation Capacity Resource that is being or has been
modified to increase the number of megawatts of available installed
capacity thereof, participating in the generation interconnection
process under Tariff, Part [V, Subpart A, as applicable, for which: (i)
Interconnection Service is scheduled to commence on or before the
first day of the Delivery Year for which such resource is to be
committed to RPM or to an FRR Capacity Plan; (ii) for any such
resource seeking to offer into a Base Residual Auction, or for any
such resource of 20 MWs or less seeking to offer into a Base
Residual Auction, a System Impact Study Agreement (or, for
resources for which a System Impact Study Agreement is not
required, has such other agreement or documentation that is
functionally equivalent to a System Impact Study Agreement) has
been executed prior to the Base Residual Auction for such Delivery
'Year; (iii) for any such resource of more than 20 MWs seeking to
offer into a Base Residual Auction for the 2019/2020 Delivery Year
and subsequent Delivery Years, a Facilities Study Agreement (or, for
resources for which a Facilities Study Agreement is not required, has
such other agreement or documentation that is functionally
equivalent to a Facility Studies Agreement) has been executed prior

"Planned Generation Capacity Resource" shall mean a

Generation Capacity Resource, or additional megawatts to increase the
size of a Generation Capacity Resource that is being or has been
modified to increase the number of megawatts of available installed
capacity thereof, participating in the generation interconnection
process under Tariff, Part IV, Subpart A, as applicable, for which: (i)
Interconnection Service is scheduled to commence on or before the
first day of the Delivery Year for which such resource is to be
committed to RPM or to an FRR Capacity Plan; (ii) for any such
resource seeking to offer into a Base Residual Auction, or for any such
resource of 20 MWs or less seeking to offer into a Base Residual
/Auction, a System Impact Study Agreement (or, for resources for
which a System Impact Study Agreement is not required, has such
other agreement or documentation that is functionally equivalent to a
System Impact Study Agreement) has been executed prior to the Base
Residual Auction for such Delivery Year; (iii) for any such resource of]
more than 20 MWs seeking to offer into a Base Residual Auction for
the 2019/2020 Delivery Year and subsequent Delivery Years,

a Facilities Study Agreement (or, for resources for which a Facilities
Study Agreement is not required, has such other agreement or
documentation that is functionally equivalent to a Facility Studies
IAgreement) has been executed prior to the Base Residual Auction for

\Update to make clear that a resource that
already cleared a prior RPM Auction for a
relevant Delivery Year should be considered
Existing Generation Capacity Resource for
subsequent RPM Auctions associated with such
Delivery Year. This would make clear that a
Planned Generation Capacity Resource that
clears in the Base Residual Auction would not
need to submit a binding notice of intent to
offer in subsequent Incremental Auctions
associated with the same Delivery Year since
such a resource would be included in the
planning models once it is already cleared in
the Base Residual Auction.

to the Base Residual Auction for such Delivery Year; and (iv) an

such Delivery Year; and (iv) an Interconnection Service Agreement
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Interconnection Service Agreement has been executed prior to

any Incremental Auction for such Delivery Year in which such
resource plans to participate. For purposes of the must-offer
requirement and mitigation of offers for any RPM Auction for a
Delivery Year, a Generation Capacity Resource shall cease to be
considered a Planned Generation Capacity Resource as of the earlier
of (i) the date that Interconnection Service commences as to such
resource; or (ii) the resource has cleared an RPM Auction for any
Delivery Year, in which case it shall become an Existing Generation
Capacity Resource for any RPM Auction for all subsequent Delivery
Years.

Proposed Revisions

has been executed prior to any Incremental Auction for such Delivery
'Year in which such resource plans to participate. For purposes of the
must-offer requirement and mitigation of offers for any RPM Auction
for a Delivery Year, a Generation Capacity Resource shall cease to be
considered a Planned Generation Capacity Resource as of the earlier of|
(1) the date that Interconnection Service commences as to such
resource; or (ii) the resource has cleared an RPM Auction for any
Delivery Year, in which case it shall become an Existing Generation
Capacity Resource for any RPM Auction for all subsequent Delivery
'Years and for subsequent Incremental Auctions associated with the
Delivery Year that a resource first clears an RPM Auction.

Rationale/Notes

15 RAA, Article 1, ["Unforced Capacity" shall mean installed capacity rated at summer ['Unforced Capacity" shall mean installed-eapacityrated-atsummer-  [The existing definition describes the use of
Definitions - conditions that is not on average experiencing a forced outage or eonditions-the capacity value as determined by the effective load EFORd, which has been replaced with ELCC.
Unforced forced derating, calculated for each Capacity Resource on the 12-  [carrying capability analysis for the Delivery Year, as further described [This update aligns the definition of Unforced
Capacity month period from October to September without regard to the in Schedule 9.2, thatisnet-en-average-experiencingaforeed-outage-or-|Capacity with how capacity resources are now

ownership of or the contractual rights to the capacity of the unit. Fopmedidomrine cplenloted o cenal Lenoiie ooiee o e L0 accredited under ELCC.
i without regard to the
ownership of or the contractual rights to the capacity of the unit.
16 RAA, Schedule |(6) Mixed-technology resources are composed of components with |(6)Mixed-technologyresourees Mixed-Technology Facility are is The defined term in the OA & Tariff is

9.2 (B) (6)

different generation technologies, at least one of which would be
an ELCC Resource, behind a single Point of Interconnection. For a
mixed-technology resource composed of components that do not
have significant interaction, the components are eligible to
participate as separate resources. A mixed-technology resource
composed of components that have significant interaction must
participate as a single Combination Resource (or, if the components
would all be Variable Resources, then as a single Variable
Resource).

The Capacity Resource Provider of a mixed-technology resource
eligible to participate as either a single ELCC Resource or as
multiple stand-alone resources shall elect, for a term of five

composed of components with different generation technologies, at
least one of which would be an ELCC Resource, behind a single Point
of Interconnection. For a mixed-technologyreseuree Mixed-
Technology Facility composed of components that do not have
significant interaction, the components are eligible to participate as
separate resources. A mixed-technologyreseuree Mixed-Technology
Facility composed of components that have significant interaction
must participate as a single Combination Resource (or, if the
components would all be Variable Resources, then as a single Variable
Resource).

The Capacity Resource Provider of a mixed-technologyresouree

Mixed-Technology Facility eligible to participate as either a

“Mixed-Technology Facility” so this update
utilizes the defined term in RAA, Schedule
9.2(b)(6). Mixed Technology Facility" is
defined as a facility composed of distinct
generation and/or electric storage technology
types behind the same Point of
Interconnection. Co-Located

Resources and Hybrid Resources form all or
part of Mixed Technology Facilities.

10




GDECS Chart of Tariff Revisions

Governing Proposed Revisions Rationale/Notes
Document,
Agreement,

Attachment,

Current Language

Section,
Title

consecutive Delivery Years, whether PJM is to model it as a single
ELCC Resource or as multiple stand-alone resources. After such
five Delivery Year period, a Capacity Resource Provider may
request a change in such modelling approach by submitting to

the Office of the Interconnection a written request to change the
modelling approach and provide documentation supporting such
change. A Capacity Resource Provider must submit such a request,
and supporting documentation, by August 1 prior to the calendar
year for the RPM Auction in which the ELCC Resource(s) intend(s)
to submit a Sell Offer or otherwise commit to provide capacity,
except for 2025/2026 Delivery Year such required information must
be provided to the Office of the Interconnection in accordance with
the PJM Manuals. The Office of the Interconnection shall provide
no later than following November 15 written notification to the
Capacity Resource Provider of its determination. If the request is
eranted, the ELCC Resource(s) shall be modelled as requested
starting with the next Delivery Year for which no RPM Auction has
been conducted and for subsequent Delivery Years. If the request is
denied, the Office of the Interconnection shall include in the notice a
written explanation for the denial.

single ELCC Resource or as multiple stand-alone resources shall elect,
for a term of five consecutive Delivery Years, whether PJM is to
model it as a single ELCC Resource or as multiple stand-alone
resources. After such five Delivery Year period, a Capacity

Resource Provider may request a change in such modelling approach
by submitting to the Office of the Interconnection a written request to
change the modelling approach and provide documentation supporting
such change. A Capacity Resource Provider must submit such a
request, and supporting documentation, by August 1 prior to the
calendar year for the RPM Auction in which the ELCC Resource(s)
intend(s) to submit a Sell Offer or otherwise commit to provide
capacity, except for 2025/2026 Delivery Year such required
information must be provided to the Office of the Interconnection in
accordance with the PJM Manuals. The Office of the Interconnection
shall provide no later than following November 15 written notification
to the Capacity Resource Provider of its determination. Ifthe request
is granted, the ELCC Resource(s) shall be modelled as requested
starting with the next Delivery Year for which no RPM Auction has
been conducted and for subsequent Delivery Years. If the request is
denied, the Office of the Interconnection shall include in the notice a
written explanation for the denial.
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