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1.3 Definitions.
1.3.1 Acceleration Request.

“Acceleration Request” shall mean a request pursuant to section 1.9.4A of this Schedule to
accelerate or reschedule a transmission outage scheduled pursuant to sections 1.9.2 or 1.9.4.

1.3.1A Auction Revenue Rights.

“Auction Revenue Rights” or “ARRs” shall mean the right to receive the revenue from the
Financial Transmission Right auction, as further described in Section 7.4 of this Schedule.

1.3.1B Auction Revenue Rights Credits.

“Auction Revenue Rights Credits” shall mean the allocated share of total FTR auction revenues
or costs credited to each holder of Auction Revenue Rights, calculated and allocated as specified
in Section 7.4.3 of this Schedule.

1.3.1B.01 Batch Load Demand Resource.

“Batch Load Demand Resource” shall mean a Demand Resource that has a cyclical production
process such that at most times during the process it is consuming energy, but at consistent
regular intervals, ordinarily for periods of less than ten minutes, it reduces its consumption of
energy for its production processes to minimal or zero megawatts.

1.3.1B.01.1 Compliance Aggregation Area (CAA)
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Zones that are electrically-contiguous and for which there is the same locational price
separation in each RPM Auction for the relevant Delivery Year. Aggregation of Demand
Resource capacity compliance during a Load Management Event shall be determined on a CAA
basis.

1.3.1B.02 Congestion Price.

“Congestion Price” shall mean the congestion component of the Locational Marginal Price,
which is the effect on transmission congestion costs (whether positive or negative) associated
with increasing the output of a generation resource or decreasing the consumption by a Demand
Resource, based on the effect of increased generation from or consumption by the resource on
transmission line loadings, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.1B.03 Curtailment Service Provider.

“Curtailment Service Provider” or “CSP” shall mean a Member or a Special Member, which
action on behalf of itself or one or more other Members or non-Members, participates in the PIM



Interchange Energy Market, Ancillary Services markets, and/or Reliability Pricing Model by
causing a reduction in demand.

1.3.1B.04 Day-ahead Congestion Price.

“Day-ahead Congestion Price” shall mean the Congestion Price resulting from the Day-ahead
Energy Market.

1.3.1C Day-ahead Energy Market.

“Day-ahead Energy Market” shall mean the schedule of commitments for the purchase or sale of
energy and payment of Transmission Congestion Charges developed by the Office of the
Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1C.01 Day-ahead Loss Price.

“Day-ahead Loss Price” shall mean the Loss Price resulting from the Day-ahead Energy Market.

1.3.1D Day-ahead Prices.

“Day-ahead Prices” shall mean the Locational Marginal Prices resulting from the Day-ahead
Energy Market.

1.3.1D.01 Day-ahead Scheduling Reserves.

“Day-ahead Scheduling Reserves” shall mean thirty-minute reserves as defined by the
ReliabilityFirst Corporation and SERC.

1.3.1D.02 Day-ahead Scheduling Reserves Requirement.

“Day-ahead Scheduling Reserves Requirement” shall mean the thirty-minute reserve
requirement for the PJM Region established consistent with the Applicable Standards, plus any
additional thirty-minute reserves scheduled in response to an RTO-wide Hot or Cold Weather
Alert or other reasons for conservative operations.

1.3.1D.03 Day-ahead Scheduling Reserves Resources.

“Day-ahead Scheduling Reserves Resources” shall mean synchronized and non-synchronized
generation resources and Demand Resources electrically located within the PJIM Region that are
capable of providing Day-ahead Scheduling Reserves.

1.3.1D.04 Day-ahead Scheduling Reserves Market.

“Day-ahead Scheduling Reserves Market” shall mean the schedule of commitments for the
purchase or sale of Day-ahead Scheduling Reserves developed by the Office of the



Interconnection as a result of the offers and specifications submitted in accordance with Section
1.10 of this Schedule.

1.3.1D.05 Day-ahead System Energy Price.

“Day-ahead System Energy Price” shall mean the System Energy Price resulting from the Day-
ahead Energy Market.

1.3.1E Decrement Bid.

“Decrement Bid” shall mean a bid to purchase energy at a specified location in the Day-ahead
Energy Market. An accepted Decrement Bid results in scheduled load at the specified location in
the Day-ahead Energy Market.

1.3.1E.01 Demand Resource.

“Demand Resource” shall mean a resource with the capability to provide a reduction in demand.
1.3.1F Dispatch Rate.

“Dispatch Rate” shall mean the control signal, expressed in dollars per megawatt-hour,
calculated and transmitted continuously and dynamically to direct the output level of all
generation resources dispatched by the Office of the Interconnection in accordance with the
Offer Data.

1.3.1G Energy Storage Resource.

“Energy Storage Resource” shall mean flywheel or battery storage facility solely used for short
term storage and injection of energy at a later time to participate in the PJM energy and/or
Ancillary Services markets as a Market Seller.

1.3.2 Equivalent Load.

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

1.3.2A Economic Load Response Participant.

“Economic Load Response Participant” shall mean a Member or Special Member that qualifies
under Section 1.5A of this Schedule to participate in the PJM Interchange Energy Market and/or
Ancillary Services markets through reductions in demand.

1.3.2A.01 Economic Minimum.

“Economic Minimum” shall mean the lowest incremental MW output level, submitted to PJM

market systems by a Market Participant, that a unit can achieve while following economic
dispatch.



1.3.2A.02 Economic Maximum.

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

1.3.2B Energy Market Opportunity Cost.

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

1.3.3 External Market Buyer.

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

1.3.4 External Resource.

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

1.3.5 Financial Transmission Right.

“Financial Transmission Right” or “FTR” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2 of this Schedule.

1.3.5A Financial Transmission Right Obligation.

“Financial Transmission Right Obligation” shall mean a right to receive Transmission
Congestion Credits as specified in Section 5.2.2(b) of this Schedule.

1.3.5B Financial Transmission Right Option.

“Financial Transmission Right Option” shall mean a right to receive Transmission Congestion
Credits as specified in Section 5.2.2(c) of this Schedule.

1.3.6 Generating Market Buyer.



“Generating Market Buyer” shall mean an Internal Market Buyer that is a Load Serving Entity
that owns or has contractual rights to the output of generation resources capable of serving the
Market Buyer’s load in the PJIM Region, or of selling energy or related services in the PJIM
Interchange Energy Market or elsewhere.

1.3.7 Generator Forced Outage.

“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 PJIM 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.

1.3.8 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 necessary repairs on specific components of the
facility, if removal of the facility meets the guidelines specified in the PJIM Manuals.

1.3.9 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.

1.3.9A Increment Offer.

“Increment Offer” shall mean an offer to sell energy at a specified location in the Day-ahead
Energy Market. An accepted Increment Offer results in scheduled generation at the specified
location in the Day-ahead Energy Market.

1.3.9B Interface Pricing Point.

“Interface Pricing Point” shall have the meaning specified in section 2.6A.

1.3.10 Internal Market Buyer.

“Internal Market Buyer” shall mean a Market Buyer making purchases of energy from the PIM
Interchange Energy Market for ultimate consumption by end-users inside the PJM Region that
are served by Network Transmission Service.

1.3.11 Inadvertent Interchange.

“Inadvertent Interchange” shall mean the difference between net actual energy flow and net
scheduled energy flow into or out of the individual Control Areas operated by PJM.



1.3.11.01 Load Management.

“Load Management” shall mean a Demand Resource (“DR”) as defined in the Reliability
Assurance Agreement.

1.3.11.02 Load Management Event

“Load Management Event” shall mean a temporally contiquous dispatch of Demand Resources
in a CAA during an Operating Day. All hours dispatched and averaged for capacity compliance
verification for an individual registration during the Operating Day will represent one Load
Management Event.

1.3.11A Load Reduction Event.

“Load Reduction Event” shall mean a reduction in demand by a Member or Special Member for
the purpose of participating in the PJM Interchange Energy Market.

1.3.11A.01 Location.

“Location” as used in the Economic Load Response rules shall mean an end-use customer site as
defined by the relevant electric distribution company account number.

1.3.11B Loss Price.

“Loss Price” shall mean the loss component of the Locational Marginal Price, which is the effect
on transmission loss costs (whether positive or negative) associated with increasing the output of
a generation resource or decreasing the consumption by a Demand Resource based on the effect
of increased generation from or consumption by the resource on transmission losses, calculated
as specified in Section 2 of Schedule 1 of this Agreement.

1.3.12 Market Operations Center.

“Market Operations Center” shall mean the equipment, facilities and personnel used by or on
behalf of a Market Participant to communicate and coordinate with the Office of the
Interconnection in connection with transactions in the PJM Interchange Energy Market or the
operation of the PJIM Region.

1.3.12A Maximum Emergency.

“Maximum Emergency” shall mean the designation of all or part of the output of a generating
unit for which the designated output levels may require extraordinary procedures and therefore
are available to the Office of the Interconnection only when the Office of the Interconnection
declares a Maximum Generation Emergency and requests generation designated as Maximum
Emergency to run. The Office of the Interconnection shall post on the PIM website the
aggregate amount of megawatts that are classified as Maximum Emergency.



1.3.13 Maximum Generation Emergency.

“Maximum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection to address either a generation or transmission emergency in which the Office of
the Interconnection anticipates requesting one or more Generation Capacity Resources, or Non-
Retail Behind The Meter Generation resources to operate at its maximum net or gross electrical
power output, subject to the equipment stress limits for such Generation Capacity Resource or
Non-Retail Behind The Meter resource in order to manage, alleviate, or end the Emergency.

1.3.14 Minimum Generation Emergency.

“Minimum Generation Emergency” shall mean an Emergency declared by the Office of the
Interconnection in which the Office of the Interconnection anticipates requesting one or more
generating resources to operate at or below Normal Minimum Generation, in order to manage,
alleviate, or end the Emergency.

1.3.14A NERC Interchange Distribution Calculator.

“NERC Interchange Distribution Calculator” shall mean the NERC mechanism that is in effect
and being used to calculate the distribution of energy, over specific transmission interfaces, from
energy transactions.

1.3.14B Net Benefits Test.

“Net Benefits Test” shall mean a calculation to determine whether the benefits of a reduction in
price resulting from the dispatch of Economic Load Response exceeds the cost to other loads
resulting from the billing unit effects of the load reduction, as specified in Section 3.3A.4 of this
Schedule.

1.3.15 Network Resource.

“Network Resource” shall have the meaning specified in the PJM Tariff.

1.3.16 Network Service User.

“Network Service User” shall mean an entity using Network Transmission Service.

1.3.17 Network Transmission Service.

“Network Transmission Service” shall mean transmission service provided pursuant to the rates,
terms and conditions set forth in Part I11 of the PIM Tariff, or transmission service comparable to

such service that is provided to a Load Serving Entity that is also a Transmission Owner.

1.3.17A Non-Regulatory Opportunity Cost.

“Non-Regulatory Opportunity Cost” shall mean the difference between (a) the forecasted cost to
operate a specific generating unit when the unit only has a limited number of starts or available
run hours resulting from (i) the physical equipment limitations of the unit, for up to one year, due



to original equipment manufacturer recommendations or insurance carrier restrictions, (ii) a fuel
supply limitation, for up to one year, resulting from an event of force majeure; and, (b) the
forecasted future hourly Locational Marginal Price at which the generating unit could run while
not violating such limitations. Non-Regulatory Opportunity Cost therefore is the value
associated with a specific generating unit’s lost opportunity to produce energy during a higher
valued period of time occurring within the same period of time in which the unit is bound by the
referenced restrictions, and is reflected in the rules set forth in PJM Manual 15. Non-Regulatory
Opportunity Costs shall be limited to those resources which are specifically delineated in
Schedule 2 of the Operating Agreement.

1.3.17B Non-Synchronized Reserve.

“Non-Synchronized Reserve” shall mean the reserve capability of non-emergency generation
resources that can be converted fully into energy within ten minutes of a request from the Office
of the Interconnection dispatcher, and is provided by equipment that is not electrically
synchronized to the Transmission System.

1.3.17C Non-Synchronized Reserve Event.

“Non-Synchronized Reserve Event” shall mean a request from the Office of the Interconnection
to generation resources able and assigned to provide Non-Synchronized Reserve within ten
minutes to increase the energy output by the amount of assigned Non-Synchronized Reserve
capability.

1.3.17D Non-Variable Loads.
“Non-Variable Loads” shall have the meaning specified in section 1.5A.6 of this Schedule.

1.3.18 Normal Maximum Generation.

“Normal Maximum Generation” shall mean the highest output level of a generating resource
under normal operating conditions.

1.3.19 Normal Minimum Generation.

“Normal Minimum Generation” shall mean the lowest output level of a generating resource
under normal operating conditions.

1.3.20 Offer Data.

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

1.3.21 Office of the Interconnection Control Center.



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

1.3.21A On-Site Generators.

“On-Site Generators” shall mean generation facilities (including Behind The Meter Generation)
that (i) are not Capacity Resources, (ii) are not injecting into the grid, (iii) are either
synchronized or non-synchronized to the Transmission System, and (iv) can be used to reduce
demand for the purpose of participating in the PJM Interchange Energy Market.

1.3.22 Operating Day.

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

1.3.23 Operating Margin.

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

1.3.24 Operating Margin Customer.

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

1.3.25 PJM Interchange.

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

1.3.26 PJM Interchange Export.

“PJM Interchange Export” shall mean the following, as determined in accordance with the
Schedules to this Agreement: (a) for a Market Participant that is a Network Service User, the



amount by which its hourly Equivalent Load is exceeded by the sum of the hourly outputs of its
operating generating resources; or (b) for a Market Participant that is not a Network Service
User, the amount of its Spot Market Backup sales; or (c) the hourly scheduled deliveries of Spot
Market Energy by a Market Seller from an External Resource; or (d) the hourly net metered
output of any other Market Seller.

1.3.27 PJM Interchange Import.

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

1.3.28 PJM Open Access Same-time Information System.

“PJM Open Access Same-time Information System” shall mean the electronic communication
system for the collection and dissemination of information about transmission services in the
PJM Region, established and operated by the Office of the Interconnection in accordance with
FERC standards and requirements.

1.3.28A Planning Period Quarter.

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

1.3.28B Planning Period Balance.

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

1.3.29 Point-to-Point Transmission Service.

“Point-to-Point Transmission Service” shall mean transmission service provided pursuant to the
rates, terms and conditions set forth in Part 11 of the PJM Tariff.

1.3.29A PRD Curve.
PRD Curve shall have the meaning provided in the Reliability Assurance Agreement.
1.3.29B PRD Provider.

PRD Provider shall have the meaning provided in the Reliability Assurance Agreement.



1.3.29C PRD Reservation Price.

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

1.3.29D PRD Substation.
PRD Substation shall have the meaning provided in the Reliability Assurance Agreement.
1.3.29E Price Responsive Demand.

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

1.3.29F Primary Reserve.

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

1.3.30 Ramping Capability.

“Ramping Capability” shall mean the sustained rate of change of generator output, in megawatts
per minute.

1.3.30.01 Real-time Congestion Price.

“Real-time Congestion Price” shall mean the Congestion Price resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

1.3.30.02 Real-time Loss Price.

“Real-time Loss Price” shall mean the Loss Price resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

1.3.30A Real-time Prices.

“Real-time Prices” shall mean the Locational Marginal Prices resulting from the Office of the
Interconnection’s dispatch of the PJM Interchange Energy Market in the Operating Day.

1.3.30B Real-time Energy Market.
“Real-time Energy Market” shall mean the purchase or sale of energy and payment of

Transmission Congestion Charges for quantity deviations from the Day-ahead Energy Market in
the Operating Day.



1.3.30B.01 Real-time System Energy Price.

“Real-time System Energy Price” shall mean the System Energy Price resulting from the Office
of the Interconnection’s dispatch of the PIM Interchange Energy Market in the Operating Day.

1.3.31 Regulation.

“Regulation” shall mean the capability of a specific generation resource or Demand Resource
with appropriate telecommunications, control and response capability to increase or decrease its
output or adjust load in response to a regulating control signal, in accordance with the
specifications in the PJM Manuals.

1.3.31.001 Reserve Penalty Factor.

“Reserve Penalty Factor” shall mean the cost, in $/MWh, associated with being unable to meet a
specific reserve requirement in a Reserve Zone or Reserve Sub-zone. A Reserve Penalty Factor
will be defined for each reserve requirement in a Reserve Zone or Reserve Sub-zone.

1.3.31.01 Residual Auction Revenue Rights.

“Residual Auction Revenue Rights” shall mean incremental stage 1 Auction Revenue Rights
created within a Planning Period by an increase in transmission system capability, including the
return to service of existing transmission capability, that was not modeled pursuant to section 7.5
of Schedule 1 of this Agreement in compliance with section 7.4.2 (h) of Schedule 1 of this
Agreement, and, if modeled, would have increased the amount of stage 1 Auction Revenue
Rights allocated pursuant to section 7.4.2 of Schedule 1 of this Agreement; provided that, the
foregoing notwithstanding, Residual Auction Revenue Rights shall exclude: 1) Incremental
Auction Revenue Rights allocated pursuant to Part V1 of the Tariff; and 2) Auction Revenue
Rights allocated to entities that are assigned cost responsibility pursuant to Schedule 6 of this
Agreement for transmission upgrades that create such rights.

1.3.31.01A Residual Metered Load.

“Residual Metered Load” shall mean all load remaining in an electric distribution company’s
fully metered franchise area(s) or service territory(ies) after all nodally priced load of entities
serving load in such area(s) or territory(ies) has been carved out.

1.3.31.02 Special Member.

“Special Member” shall mean an entity that satisfies the requirements of Section 1.5A.02 of this

Schedule or the special membership provisions established under the Emergency Load Response
and Pre-Emergency Load Response Programs.

1.3.31A [Reserved]
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1.3.32 Spot Market Backup.

“Spot Market Backup” shall mean the purchase of energy from, or the delivery of energy to, the
PJM Interchange Energy Market in quantities sufficient to complete the delivery or receipt
obligations of a bilateral contract that has been curtailed or interrupted for any reason.

1.3.33 Spot Market Energy.

“Spot Market Energy” shall mean energy bought or sold by Market Participants through the PJIM
Interchange Energy Market at System Energy Prices determined as specified in Section 2 of this
Schedule.

1.3.33A State Estimator.

“State Estimator” shall mean the computer model of power flows specified in Section 2.3 of this
Schedule.

1.3.33B Station Power.

“Station Power” shall mean energy used for operating the electric equipment on the site of a
generation facility located in the PJIM Region or for the heating, lighting, air-conditioning and
office equipment needs of buildings on the site of such a generation facility that are used in the
operation, maintenance, or repair of the facility. Station Power does not include any energy (i)
used to power synchronous condensers; (ii) used for pumping at a pumped storage facility; (iii)
used for compressors at a compressed air energy storage facility; (iv) used for charging an
Energy Storage Resource; or (V) used in association with restoration or black start service.

1.3.33B.001 Sub-meter.

“Sub-meter” shall mean a metering point for electricity consumption that does not include all
electricity consumption for the end-use customer as defined by the electric distribution company
account number. PJM shall only accept sub-meter load data from end-use customers for
measurement and verification of Regulation service as set forth in the Economic Load Response
rules and PJM Manuals.

1.3.33B.01 Synchronized Reserve.

“Synchronized Reserve” shall mean the reserve capability of generation resources that can be
converted fully into energy or Demand Resources whose demand can be reduced within ten
minutes from the request of the Office of the Interconnection dispatcher, and is provided by
equipment that is electrically synchronized to the Transmission System.

1.3.33B.02 Synchronized Reserve Event.

“Synchronized Reserve Event” shall mean a request from the Office of the Interconnection to
generation resources and/or Demand Resources able, assigned or self-scheduled to provide



Synchronized Reserve, within ten minutes, to increase the energy output or reduce load by the
amount of assigned or self-scheduled Synchronized Reserve capability.

1.3.33B.03 System Energy Price.

“System Energy Price” shall mean the energy component of the Locational Marginal Price,
which is the price at which the Market Seller has offered to supply an additional increment of
energy from a resource, calculated as specified in Section 2 of Schedule 1 of this Agreement.

1.3.33C Target Allocation.

“Target Allocation” shall mean the allocation of Transmission Congestion Credits as set forth in
Section 5.2.3 of this Schedule or the allocation of Auction Revenue Rights Credits as set forth in
Section 7.4.3 of this Schedule.

1.3.34 Transmission Congestion Charge.

“Transmission Congestion Charge” shall mean a charge attributable to the increased cost of
energy delivered at a given load bus when the transmission system serving that load bus is
operating under constrained conditions, or as necessary to provide energy for third-party
transmission losses in accordance with Section 9.3, which shall be calculated and allocated as
specified in Section 5.1 of this Schedule.

1.3.35 Transmission Congestion Credit.

“Transmission Congestion Credit” shall mean the allocated share of total Transmission
Congestion Charges credited to each holder of Financial Transmission Rights, calculated and
allocated as specified in Section 5.2 of this Schedule.

1.3.36 Transmission Customer.
“Transmission Customer” shall mean an entity using Point-to-Point Transmission Service.
1.3.37 Transmission Forced Outage.

“Transmission Forced Outage” shall mean an immediate removal from service of a transmission
facility by reason of an Emergency or threatened Emergency, unanticipated failure, or other
cause beyond the control of the owner or operator of the transmission facility, as specified in the
relevant portions of the PJM Manuals. A removal from service of a transmission facility at the
request of the Office of the Interconnection to improve transmission capability shall not
constitute a Forced Transmission Outage.

1.3.37A Transmission Loading Relief.
“Transmission Loading Relief” shall mean NERC’s procedures for preventing operating security

limit violations, as implemented by PIJM as the security coordinator responsible for maintaining
transmission security for the PJM Region.



1.3.37B Transmission Loading Relief Customer.

“Transmission Loading Relief Customer” shall mean an entity that, in accordance with Section
1.10.6A, has elected to pay Transmission Congestion Charges during Transmission Loading
Relief in order to continue energy schedules over contract paths outside the PJM Region that are
increasing the cost of energy in the PJM Region.

1.3.37C Transmission Loss Charge.

“Transmission Loss Charge” shall mean the charges to each Market Participant, Network
Customer, or Transmission Customer for the cost of energy lost in the transmission of electricity
from a generation resource to load as specified in Section 5 of this Schedule.

1.3.38 Transmission Planned Outage.

“Transmission Planned Outage” shall mean any transmission outage scheduled in advance for a
pre-determined duration and which meets the notification requirements for such outages
specified in this Agreement or the PJM Manuals.

1.3.38.01 Up-to Congestion Transaction.

“Up-to Congestion Transaction” shall have the meaning specified in Section 1.10.1A of this
Schedule.

1.3.38A Variable Loads.
“Variable Loads” shall have the meaning specified in section 1.5A.6 of this Schedule.

1.3.38B Virtual Transaction.

“Virtual Transaction” shall mean a Decrement Bid, Increment Offer and/or Up-to Congestion
Transaction.

1.3.39 Zonal Base Load.
“Zonal Base Load” shall mean the lowest daily zonal peak load from the twelve month period
ending October 21 of the calendar year immediately preceding the calendar year in which an

annual Auction Revenue Right allocation is conducted, increased by the projected load growth
rate for the relevant Zone.
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On-Site Generators

These generators (including Behind The Meter Generation) can be either
synchronized or non-synchronized to the grid. Capacity Resources are not
eligible for compensation under this program. Injections into the grid by local
generators also will not be eligible for compensation under this program.

Load Reductions

A participant that has the ability to reduce a measurable and verifiable portion of
its load, as metered on an EDC account basis.

Emergeney-Load-Respense-Program—Only Members or Spemal Members may part|C|pate in the

Emergency Load Response Program and Pre-Emergency Load Response Program by complying

with all of the requirements of the applicable Relevant Electric Retail Regulatory Authority and
all other applicable federal, state and local regulatory entities together with the Emergency Load
Response and Pre-Emergency Load Response Program provisions herein, including, but not
limited to, the Registration section. Special membership provisions have been established for
program participants in the Energy Only Option, as described below. The special membership
provisions shall not apply to program participants in the Full Program Option. Any existing PIM
Member or Special Member may participate in the Emergency Load Response Program and Pre-
Emergency Load Response Program on behalf ofaet-as-a-third-party-for non-members —r-which
case-the-third-party-witl-be-referred-to-as the Curtailment Service Provider-{GSP). All payments
are made to the PJIM Member_or Special Member in such case. ParticipantsCurtailment Service
Providers must become signatories to the PJM Operating Agreement, as described in the PIM
Manual for Administrative Services for the Operating Agreement of the PIJM Interconnection,
| L.L.C. However, for Sspecial Mmembers the $5,000 annual membership fee, the $1,500
application fee, and liability for Member defaults are waived, along with the following other
modifications:

Special Members are limited to be PJIM market sellers;
Voting privileges and sector designation are waived;
Thirty day notice for waiting period is waived,;
Requirement for 24/7 control center coverage is waived,;
No PJM-supported user group capability is permitted.

To participate in eitheref-the-two-options-provided-by-the Emergency Load Response Program

and Pre-Emergency Load Response Program, the distributed-Demand Rresource must:

Be capable of reducing at least 100 kW of load

| 8.6 Emergency Operations

- {Formatted: Left

- { Formatted: Highlight




declaration of Maximum Emergenc Emergeney-Generation mergencyand—p#mﬁe%nplemen&aﬂen@f
l:ead—Managemen{%teps—l—and—z (Implementatlon of the Emergency Load Response Program

economic generating capacity is not adequate to serve load and maintain reserves or maintain
system reliability. PJM will initiate an electronic message to Curtailment Service Providers
notifying them of the Load Management Eevent; Curtailment Service Providers are required to

have the capability to retrieve this electronic message as described in the PJM Manuals.
Additionally, PJIM will post the Load Management Event information on the PJM website and
issue a separate All-Call message.

Following PJM’s request to reduce load, (i) participants in the Energy Only Option voluntarily
may reduce load; and (ii) participants in the Full Program Option are required to reduce load
unless they already have reduced load pursuant to the Economic Load Response Program. PJM
will dispatch the resources of all Emergency Load Response Program participants (not already
dispatched under the Economic Load Response Program) based on the availability, location,
minimum notification time, dispatch price and/or quantity of load reduction needed, subject to
transmission constraints in the PJM Region. To give PIM dispatchers the flexibility to address
reliability concerns in the most effective and timely manner and invoke the resources that offer
the most assurance of effective relief of emergency conditions, the dispatch of Demand
Resources may not be based solely on the least-cost resources since such dispatch shall be based
not only on price, but also on availability, location, minimum notification time and/or quantity of
megawatts of load or load reduction needed.

The dispatch price of Full Program Option resources and Energy Only Option resources in the
Emergency Load Response Program are eligible to set the real time Lecational-Marginal-Prices
“LMP~} when the Office of the Interconnection has implemented Emergency procedures and
such resources are required to reduce demand in the PJM Region and as described in Section 2 of
Schedule 1 of the PJM Operating Agreement and the parallel provisions of Attachment K-
Appendix of the PIM Tariff. Energy Only Option resources must also satisfy PJIM’s telemetry
requirements.

Curtailment Service Providers with resources registered to participateParticipants in the
Emergency Load Response and Pre-Emergency Load Response Programs must provide real-
time operational data regarding the availability and status of their resources to PJM, as described
in detail in the PJIM Manuals. Operational procedures are described in detail in the PJM Manual
for Emergency Operations.
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8.7 Verification

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

Management Eevent. If the data are not received within 60 days, no payment for participation - - { Formatted: Highiight
isshall be provided. Meter data must be provided for all hours during the day of the Load
Management Eevent or the Load Management performance test, and for all hours duringany - { Formatted: Highlight

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

These data files are to be communicated to PJM either via the Load Response Program web site
or email. Files that are emailed must be in the PIM-approved file format. Meter data will be
forwarded to the EBC-electric distribution company upon receipt, and these parties will then
have ten (10) business days to provide feedback to PJM.

8.9  Reporting and Compliance

Actual load reductions of Energy Only Option emergency resources will be added back for the
purpose of peak load calculations for capacity for the following Delivery Year.

Actual Emergency Load Response, Pre-Emergency Load Response and Economic Load
Response load reductions for Load Management resources registered as Emergency Load
Response or Pre-Emergency Load Response Full Program Option or Capacity Only resources
which occur from June 1 through September 30, will be added back for the purpose of
calculating peak load for capacity for the following Delivery Year, as set forth in the PIM
Manuals and consistent with the load response recognized for capacity compliance as set forth in
the Reporting and Compliance provisions below. Capacity Only resources are Full Program
Option resources that do not receive an energy payment for load reductions during an pre-

emergency or emergency event.

Actual load reductions of Load Management resources registered as Emergency Load Response
or Pre-Emergency Load Response Full Program Option or Capacity Only resources used to

determine Load Management Eevent and test capacity compliance for Firm Service Level and __ { Formatted: Highlight
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Guaranteed Load Drop end-use customers shall be equal to the load reduction provided to the
electric distribution company as follows and in accordance with the PJIM Manuals:

i) For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load used to
best represent what the load would have been if P3Mthe Office of the Interconnection did

not declare a Load Management Eevent or the CSP did not initiate a test as outlined in | _- { Formatted: Highlight

the PJM Manuals, minus the metered load (“Load”) and then multiplied by the loss factor
(“LF”) or (b) the current Delivery Year peak load contribution (“PLC”) minus the
metered load multiplied by the loss factor (“LF”). A load reduction will only be
recognized for capacity compliance if the metered load multiplied by the loss factor is
less than the current Delivery Year peak load contribution. The calculation is represented

by:
Minimum of {(comparison load — Load) * LF, PLC — (Load * LF)}

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



customers include the following:

Comparable Day
Same Day
Customer Baseline
Regression Analysis

* & & o o

Generation

Each of these methodologies is described in greater detail in Manual M-19, PIJM Manual
for Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines.

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

contribution(“PLC™) minus the metered-oad-(“Load™) multiplied by the lessfactor
{“LF2). The calculation is represented by:

PLC - (Load * LF)

The capacity compliance of Load Management resources that are registered as Emergency Load
Response and Pre-Emergency Load Response Full Program Option, as determined in accordance
with these Reporting and Compliance provisions, shall not affect energy payments to such
resources for load reductions during an emergency event, as provided in the Market Settlements
provisions above and Attachment DD of the Tariff.

PJM will submit any required reports to FERC on behalf of the Emergency Load Response and
Pre-Emergency Load Response Program participants. PJM will also post this document, as well
as any other program-related documentation on the PJM website.

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

As PJM receives evidence from the electric distribution companies pursuant to section 1.5A.3 of
PJM’s EconomicEmergeney Load Response Program, PIJM will post on its website a list of those
Relevant Electric Retail Regulatory Authorities that the electric distribution companies assert
prohibit or condition retail participation in PJIM’s Emergency Load Response and Pre-
Emergency Load Response Program together with a corresponding reference to the Relevant
Electric Retail Regulatory Authority evidence that is provided to PJIM by the electric distribution
companies.

Attachment DD Sec 11 from DR as Operational Resource Filing

11. DEMAND RESOURCE COMPLIANCE PENALTY CHARGE

@) The Office of the Interconnection shall separately evaluate compliance of each
Demand Resource committed for a Delivery Year, in accordance with procedures set forth in the



PJM Manuals. The compliance is evaluated separately by Load Management Eevent in each
ZoneCAA for Demand Resources dispatched by the Office of Interconnection. The Demand
Resource Compliance Penalty Charges will not be assessed to resources that are dispatched on a
subzonal basis for the 2012/2013 and 2013/2014 Delivery Years. For the 2014/2015aH
subseguent-Delivery Years, the Demand Resource Compliance Penalty Charge will not be
assessed to resources that are dispatched on a subzonal basis unless such subzone is defined and

For the 2015/2016 Delivery Year and all subsequent Delivery Years, the Demand Resource
Compliance Penalty Charges will not be assessed to resources that are dispatched on a subzonal
basis unless such subzone is defined and publicly posted the day of the Load Management

Eevent as set forth in the PJM Manuals. To the extent a Demand Resource cannot respond,

another Demand Resource in the same geographic location defined by the PJM dispatch
instruction with the same designated lead time and comparable capacity commitment may be
substituted. Any Demand Resource used as a substitute during an Load Management Eevent will
have the same obligation to respond to future Load Management Eevent(s) as if it did not
respond to such Load Management Eevent.  Capacity Market Sellers that committed Demand
Resources and Locational UCAP Sellers that sold Demand Resources that cannot demonstrate
the hourly performance of such resource in real-time based on the capacity commitment shall be
assessed a Demand Resource Compliance Penalty Charge; provided, however, that such under
compliance shall be determined on an aggregate basis for all dispatched Demand Resources
committed by the same Capacity Market Seller or same Locational UCAP Seller in a CAA.

(b) The Demand Resource Compliance Penalty Charge for a Capacity Market Seller
in a ZenreCAA for the on-peak period, which includes all hours specified in the Reliability
Assurance Agreement definition of the Limited Demand Resource, shall equal the lesser of
Demand Resources were dispatched, or 0.50) times the weighted daily revenue rate for such
seller resources dispatched, multiplied by the net under-compliance in such on-peak period, if
any, for such seller resulting from all dispatched resources it has committed for such Delivery
Interconnection. Net zeralCAA under compliance for the Load Management Eevent will be
prorated to individual under compliant registrations in the CAA based on performance of each
registration in order to determine net under compliance(s). The Demand Resource Compliance
Penalty Charge for a Capacity Market Seller in a ZeneCAA for the off-peak period, which
includes all hours specified in the Reliability Assurance Agreement definitions of Extended
Summer Demand Resource or Annual Demand Resource, but does not included_all hours in the
on-peak period, shall equal 1/52 times the weighted daily revenue rate for resources dispatched
for such seller, multiplied by the net undercompliance in such off-peak period, if any, for such
seller resulting from all dispatched resources it has committed for such Delivery Year for such
ZeneCAA for each Load Management Eevent called by the Office of the Interconnection. If a
Load Management Eevent is comprised of both an on-peak period and an off-peak period then

a2 Y e Y e L P e e Y A A L R Y -

such Demand Resource Compliance Penalty Charge will be the higher of the charges calculated
under the prior two sentences. The total Compliance Penalty Charge for the Delivery Year is not
to exceed the annual revenue received for such resources. The net zeralCAA undercompliance
an Unforced Capacity basis using the applicable DR Factor and Forecast Pool Requirement: (i)
the megawatts of load reduction capability committed by such seller on the day of the Load
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Management Eevent for all dispatched resources minus (ii) the megawatts of load reduction

—

actually provided by all such dispatched Demand Resources during such Load Management
Eevent. A seller’s net undercompliance in a ZereCAA shall be reduced by the seller’s total

determined pursuant to section 8 of Attachment DD of this Tariff, in a ZereCAA for the seller’s
committed Demand Resources that are the same product(s) dispatched. The daily revenue rate
for a Demand Resource shall be the Resource Clearing Price that the resource received in the
auction in which it cleared, including any adjustment pursuant to Attachment DD-1, section C of
this Tariff. The weighted daily revenue rate for a Capacity Market Seller shall be the average
rate for all cleared Demand Resources, weighted by the megawatts cleared at each price. The
total charge per megawatt that may be assessed on a Capacity Market Seller in a Delivery Year
shall be capped at the weighted daily revenue rate the Capacity Market Seller would receive in
the Delivery Year.

The Demand Resource Compliance Penalty Charges for a Load Management Eevent for Limited

LCVENL 1O Limited ] -

Demand Resources are assessed daily and initially billed by the later of the month of October

Demand Resources will reflect the amounts due from the start of the Delivery Year to the last
day that is reflected in the initial billing. The remaining charges for such Load Management
Eevent will be assessed daily and billed monthly through the remainder of the Delivery Year.

—

The Demand Resource Compliance Penalty Charges for a Load Management Eevent for Annual
or Extended Summer Demand Resources are assessed daily and billed by the later of the month
of June following such Delivery Year or the third billing month following the Load Management

the entire Delivery Year.

C) Daily revenues from assessment of a Demand Resource Compliance Penalty
Charge shall be distributed on a pro-rata basis to Demand Resource Providers and Locational
UCAP Sellers that provided load reductions in excess of the amount such resources were
committed to provide. Such revenue distribution, however, shall not exceed for any Capacity
Market Seller the quantity of excess megawatts provided by such Capacity Market Seller during
a single Load Management Eevent times 0.20 times the weighted daily revenue rate for such
Capacity Market Seller for resources dispatched. To the extent any such revenues remain after
such distribution, the remaining revenues shall be distributed to LSEs based on each LSE’s Daily
Unforced Capacity Obligation.

OATT Att DD-1 from DR as Operational Resource Filing

ATTACHMENT DD-1

Preface: The provisions of this Attachment incorporate into the Tariff for ease of reference the
provisions of Schedule 6 of the Reliability Assurance Agreement among Load Serving Entities
in the PJM Region. As a result, this Attachment will be modified, subject to FERC approval, so
that the terms and conditions set forth herein remain consistent with the corresponding terms and
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conditions of Schedule 6 of the RAA. Capitalized terms used herein that are not otherwise
defined in Attachment DD or elsewhere in this Tariff have the meaning set forth in the RAA.

PROCEDURES FOR DEMAND RESOURCES AND ENERGY EFFICIENCY

A. Parties can partially or wholly offset the amounts payable for the Locational
Reliability Charge with Demand Resources that are operated under the direction of the Office of
the Interconnection. FRR Entities may reduce their capacity obligations with Demand Resources
that are operated under the direction of the Office of the Interconnection and detailed in such
entity’s FRR Capacity Plan. Demand Resources qualifying under the criteria set forth below
may be offered for sale or designated as Self-Supply in the Base Residual Auction, included in
an FRR Capacity Plan, or offered for sale in any Incremental Auction, for any Delivery Year for
which such resource qualifies. Qualified Demand Resources generally fall in one of three
categories, i.e., Guaranteed Load Drop, Firm Service Level, or Direct Load Control, as further
specified in section G and the PJIM Manuals. Qualified Demand Resources may be provided by
a Demand-ReseureeCurtailment Service Provider, notwithstanding that such-Bemand-Resource
Curtailment Service Provider is not a Party to this Agreement.  Such Curtailment
ServiceBemand-Reseuree Providers must satisfy the requirements in-section—Hhereof and the
PJM Manuals.

1. A Party must formally notify, in accordance with the requirements of the
PJM Manuals and section F ef—this—schedulehereof, as applicable, the Office of the
Interconnection of the Demand Resource that it is placing under the direction of the Office of the
Interconnection. A Party must further notify the Office of the Interconnection whether the
resource is a Limited Demand Resource, an Extended Summer Demand Resource, or an Annual
Demand Resource.

2

following time period:

(a) For the 2014/2015 Delivery Year, Curtailment Service Providers may
elect a notification time period from the Office of the Interconnection of 30, 60 or 120 minutes

prior to their Demand Resources being required to fully respond to a Load Management Eevent. - { Formatted: Highlight

(b) For the 2015/2016 Delivery Year and subsequent Delivery Years, a+- - - { Formatted: No bullets or numbering

Demand Resource must be able to fully respond to a Load Management Eevent within 30 /,/{Formatted: Highlight

minutes of notification from the Office of the Interconnection. This default 30 minute prior
notification shall apply unless a Curtailment Service Provider obtains an exception from the Office
of the Interconnection due to physical operational limitations that prevent the Demand Resource
from reducing load within that timeframe. In such case, the Curtailment Service Provider shall
submit a request for an exception to the 30 minute prior notification requirement to the Office of the
Interconnection, at the time the Registration Form for that resource is submitted in accordance
with Attachment K-Appendix of this Tariff. The only alternative notification times that the
Office of Interconnection will permit, upon approval of an exception request, are 60 minutes and

120 minutes prior to a Load Management Eevent. The Curtailment Service Provider shall ///{Formatted: Highlight

indicate in writing, in the appropriate application, that it seeks an exception to permit a prior




notification time of 60 minutes or 120 minutes, and the reason(s) for the requested exception. A
Curtailment Service Provider shall not submit a request for an exception to the default 30 minute
notification period unless it has done its due diligence to confirm that the Demand Resource is
physically incapable of responding within that timeframe based on one or more of the reasons set
forth below and as may be further defined in the PJM Manuals and has obtained detailed data
and documentation to support this determination.

) wJ U

In order to establish that a Demand Resource is reasonably expected to be physically unable to<- - - { Formatted: Indent: Left: 0"
reduce load in that timeframe, the Curtailment Service Provider that registered the resource must
demonstrate that:

1) The manufacturing processes for the Demand Resource require gradual reduction to avoid <~ - - { Formatted: Indent: Left: -0.1"
damaging major industrial equipment used in the manufacturing process, or damage to the product {Formaﬁed; Not Highlight
generated or feedstock used in the manufacturing process;

2) Transfer of load to back-up generation requires time-intensive manual process taking more «- - - { Formatted: Indent: Left: -0.1"
than 30 minutes;

3) On-site safety concerns prevent location from implementing reduction plan in less than 30 <~ - - { Formatted: Indent: Left: -0.1"
minutes;- or

4) The Demand Resource is comprised of mass market residential customers which <~ { Formatted: Indent: Left: -0.1"
collectively cannot be notified of a Load Management Eevent within a 30-minute timeframe dueto - { Formatted: Highlight
unavoidable communications latency, in which case the requested notification time shall be no longer
than 120 minutes. __— { Formatted: Not Highlight
The Office of the Interconnection may request data and documentation from the Curtailments- - - { Formatted: Indent: Left: -0.1"
Service Provider and such Curtailment Service Provider shall provide to the Office of the
Interconnection within three (3) business days of a request therefor, a copy of all of the data and
documentation supporting the exception request. Failure to provide a timely response to such request
shall cause the exception to terminate the following Operating Day.

At its sole option and discretion, the Office of the Interconnection may review the data and<- - - { Formatted: Indent: Left: -0.1"
documentation provided by the Curtailment Service Provider to determine if the Demand

Resource has met one or more of the criteria above. The Office of the Interconnection will notify

the Curtailment Service Provider in writing of its determination by no later than ten (10) business

days after receipt of the data and documentation.

The Curtailment Service Provider shall provide written notification to the Office of the«- - -~ { Formatted: indent: Left: -0.1"

Interconnection of a material change to the facts that supported its exception request within three

(3) business days of becoming aware of such material change in facts, and, if the Office of

Interconnection determines that the physical limitation criteria above are no longer being met, the

Demand Resource shall be subject to the default notification period of 30 minutes immediately

upon such determination.

3. The initiation of load interruptionreduction, upon the request of the Office
of the Interconnection, must be within the authority of the dispatchers of the Party. No
additional approvals should be required.



4, The initiation of load reduction upon the request of the Office of the
Interconnection is considered an_pre-emergency or emergency action and must be implementable
prior to a voltage reduction.

5. A Demand-ReseureeCurtailment Service Provider intending to offer for
sale or designate for self-supply, a Demand Resource in any RPM Auction, or intending to
include a Demand Resource in any FRR Capacity Plan must demonstrate, to PJM’s satisfaction,
that such resource shall have the capability to provide a reduction in demand, or otherwise

control load, on or before the start of the Delivery Year for which such resource is committed.

submit a Demand Resource Sell Offer Plan in accordance with the standards and procedures set
forth in section A-1 of Schedule 6, Schedule 8.1 (as to FRR Capacity Plans) and the PIM
Manuals, no later than 15 business days prior to, as applicable, the RPM Auction in which such
resource is to be offered, or the deadline for submission of the FRR Capacity Plan in which such

adherence to the Demand Resource Sell Offer Plan at any time. A Bemand-ResoureeCurtailment

—

Service Provider with a PJIM-approved Demand Resource Sell Offer Plan will be permitted to
offer up to the approved Demand Resource quantity into the subject RPM Auction or include
such resource in its FRR Capacity Plan.

6. Selection of a Demand Resource in an RPM Auction results in
commitment of capacity to the PJIM Region. Demand Resources that are so committed must be
registered to participate in the Full Program Option or as a Capacity Only resource of the
Emergency Load Response and Pre-Emergency Load Response Pprogram and thus available for
dispatch during PIM-declared pre-emergency events and emergency events.

A-1. A Demand Resource Sell Offer Plan shall consist of a completed template
document in the form posted on the PIM website, requiring the information set forth below and
in the PIM Manuals, and a Demand Resource Officer Certification Form signed by an officer of
the Demand Resource Provider that is duly authorized to provide such a certification. The
Demand Resource Sell Offer Plan must provide information that supports the Demand Resource
Provider’s intended Demand Resource Sell Offers and demonstrates that the Demand Resources
are being offered with the intention that the MW quantity that clears the auction is reasonably
expected to be physically delivered through Demand Resource registrations for the relevant
Delivery Year. The Demand Resource Sell Offer Plan shall include all Existing Demand
Resources and all Planned Demand Resources that the Demand Resource Provider intends to
offer into an RPM Auction or include in an FRR Capacity Plan.

1. Demand Resource Sell Offer Plan Template. The Demand Resource Sell
Offer Plan template, in the form provided on the PJM website, shall require the Demand
Resource Provider to provide the following information and such other information as specified
in the PIM Manuals:

(@ Summary Information. The completed template shall include the
Demand Resource Provider’s company name, contact information, and the Nominated DR Value
in ICAP MWs by Zone/sub-Zone that the Demand Resource Provider intends to offer, stated
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separately for Existing Demand Resources and Planned Demand Resources. The total
Nominated DR Value in MWs for each Zone/sub-Zone shall be the sum of the Nominated DR
Value of Existing Demand Resources and the Nominated DR Value of Planned Demand
Resources, and shall be the maximum MW amount the Provider intends to offer in the RPM
Auction for the indicated Zone/sub-Zone, provided that nothing herein shall preclude the
Demand Resource Provider from offering in the auction a lesser amount than the total
Nominated DR Value shown in its Demand Resource Sell Offer Plan.

(b) Existing Demand Resources. The Demand Resource Provider
shall identify all Existing Demand Resources by identifying end-use customer sites that are
currently registered 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 auction Delivery Year.

(c) Planned Demand Resources. The Demand Resource Provider shall
provide the details of, and key assumptions underlying, the Planned Demand Resource quantities
(i.e., all Demand Resource quantities in excess of Existing Demand Resource quantities)
contained in the Demand Resource Sell Offer Plan, including:

(i) key program attributes and assumptions used to develop the
Planned Demand Resource quantities, including, but not limited to,
discussion of:

e method(s) of achieving load reduction at customer site(s);
equipment to be controlled or installed at customer site(s), if any;
plan and ability to acquire customers;
types of customer targeted;
support of market potential and market share for the target
customer base, with adjustments for Existing Demand Resource
customers within this market and the potential for other Demand
Resource Providers targeting the same customers;

e assumptions regarding regulatory approval of program(s), if
applicable; and
e if applicable, Direct Load Control (DLC) program details such as:

a description of the cycling control strategy, any assumptions

regarding switch operability rate, and a list (and copy) of all load

research studies used to develop the estimated nominated ICAP
value per customer (i.e., the per-participant impact).

(i) Zone/sub-Zone information by end-use customer segment for all
Nominated DR Values for which an end-use customer site is not
identified, to include the number in each segment of end-use customers
expected to be registered for the subject Delivery Year, the average Peak
Load Contribution per end-use customer for such segment, and the
average Nominated DR Value per customer for such segment. End-use
customer segments may include residential, commercial, small industrial,
medium industrial, and large industrial, as identified and defined in the
PJM Manuals, provided that nothing herein or in the Manuals shall



preclude the Provider from identifying more specific customer segments
within the commercial and industrial categories, if known.

(iii)  Information by end-use customer site to the extent required by
subsection A-1(1)(c)(iv) or, if not required by such subsection, to the
extent known at the time of the submittal of the Demand Resource Sell
Offer Plan, to include: customer EDC account number (if known),
customer name, customer premise address, Zone/sub-Zone in which the
customer is located, end-use customer segment, current Peak Load
Contribution value (or an estimate if actual value not known) and an
estimate of expected Peak Load Contribution for the subject Delivery
Year, and an estimated Nominated DR Value.

(iv)  End-use customer site-specific information shall be required for
any Zones or sub-Zones identified by PJM pursuant to this subsection for
the portion, if any, of a Demand Resource Provider’s intended offer in
such Zones or sub-Zones that exceeds a Sell Offer threshold determined
pursuant to this subsection, as any such excess quantity under such
conditions should reflect Planned Demand Resources from end-use
customer sites that the Provider has a high degree of certainty it will
physically deliver for the subject Delivery Year. In accordance with the
procedures in subsection A-1(3) below, PIJM shall identify, as requiring
site-specific information, all Zones and sub-Zones that comprise any LDA
group (from a list of LDA groups stated in the PJIM Manuals) in which
[the quantity of cleared Demand Resources from the most recent Base
Residual Auction] plus [the quantity of Demand Resources included in
FRR Capacity Plans for the Delivery Year addressed by the most recent
Base Residual Auction] in any Zone or sub-Zone of such LDA group
exceeds the greater of:

e the maximum Demand Resources quantity registered with PIM
for such Zone for any Delivery Year from the current (at time of
plan submission) Delivery Year and the two preceding Delivery
Years; and

e the potential Demand Resource quantity for such Zone estimated
by PJM based on an independent published assessment of demand
response potential that is reasonably applicable to such Zone, as
identified in the PJM Manuals.

For each such Zone and sub-Zone, the Sell Offer threshold for each
Demand Resource Provider shall be the higher of:

e the Demand Resource Provider’s maximum Demand Resource
quantity registered with PIJM for such Zone/sub-Zone over the
current Delivery Year (at the time of plan submission) and two
preceding Delivery Years;



e the Demand Resource Provider’s maximum for any single
Delivery Year of [such provider’s cleared Demand Resource
quantity] plus [such provider’s quantity of Demand Resources
included in FRR Capacity Plans] from the three forward Delivery
Years addressed by the three most recent Base Residual Auctions
for such Zone/sub-Zone; and

(d) Schedule. The Demand Resource Provider shall provide an
approximate timeline for procuring end-use customer sites as needed to physically deliver the
total Nominated DR Value (for both Existing Demand Resources and Planned Demand
Resources) by Zone/sub-Zone in the Demand Resource Sell Offer Plan. The Demand Resource
Provider must specify the cumulative number of customers and the cumulative Nominated DR
Value associated with each end-use customer segment within each Zone/sub-Zone that the
Demand Resource Provider expects (at the time of plan submission) to have under contract as of
June 1 each year between the time of the auction and the subject Delivery Year.

2. Demand Resource Officer Certification Form. Each Demand Resource
Sell Offer Plan must include a Demand Resource Officer Certification, signed by an officer of
the Demand Resource Provider that is duly authorized to provide such a certification, in the form
shown in the PJIM Manuals, which form shall include the following certifications:

(a) that the signing officer has reviewed the Demand Resource Sell Offer
Plan and the information supplied to PJM in support of the Plan is true and correct as of the date
of the certification; and

(b) that the Demand Resource Provider is submitting the Plan with the
reasonable expectation, based upon its analyses as of the date of the certification, to physically
deliver all megawatts that clear the RPM Auction through Demand Resource registrations by the
specified Delivery Year.

As set forth in the form provided in the PJIM manuals, the certification shall
specify that it does not in any way abridge, expand, or otherwise modify the current provisions of
the PJM Tariff, Operating Agreement and/or RAA, or the Demand Resource Provider’s rights
and obligations thereunder, including the Demand Resource Provider’s ability to adjust capacity
obligations through participation in PJM incremental auctions and bilateral transactions.

3. Procedures. No later than December 1 prior to the Base Residual Auction
for a Delivery Year, PJM shall post to the PJIM website a list of Zones and sub-Zones, if any, for
which end-use customer site-specific information shall be required under the conditions specified
in subsection A-1(1)(c)(iv) above for all RPM Auctions conducted for such Delivery Year. Once
so identified, a Zone or sub-Zone shall remain on the list for future Delivery Years until the
threshold determined under subsection A-1(1)(c)(iv) above is not exceeded for three consecutive
Delivery Years. No later than 15 business days prior to the RPM Auction in which a Demand
Resource Provider intends to offer a Demand Resource, the Demand Resource Provider shall
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submit to PJIM a completed Demand Resource Sell Offer Plan template and a Demand Resource
Officer Certification Form signed by a duly authorized officer of the Provider. PIM will review
all submitted DR Sell Offer Plans. No later than 10 business days prior to the subject RPM
Auction, PJM shall notify any Demand Resource Providers that have identified the same end-use
customer site(s) in their respective DR Sell Offer Plans for the same Delivery Year. In such
event, the MWs associated with such site(s) will not be approved for inclusion in a Sell Offer in
an RPM Auction by any of the Demand Resource Providers, unless a Demand Resource Provider
provides a letter of support from the end-use customer indicating that it is likely to execute a
contract with that Demand Resource Provider for the relevant Delivery Year, or provides other
comparable evidence of likely commitment. Such letter of support or other supporting evidence
must be provided to PJM no later than 7 business days prior to the subject RPM Auction. If an
end-use customer provides letters of support for the same site for the same Delivery Year to
multiple Demand Resource Providers, the MWs associated with such end-use customer site shall
not be approved as a Demand Resource for any of the Demand Resource Providers. No later
than 5 business days prior to the subject RPM Auction, PJIM will notify each Demand Resource
Provider of the approved Demand Resource quantity, by Zone/sub-Zone, that such Demand
Resource Provider is permitted to offer into such RPM Auction.

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

the product of the Nominated Value of the Demand Resource times the DR Factor, times the
Forecast Pool Requirement. Nominated Values shall be determined and reviewed in accordance
with sections | and J, respectively, and the PJIM Manuals. The DR Factor is a factor established
by the PJM Board with the advice of the Members Committee to reflect the increase in the peak
load carrying capability in the PJIM Region due to Demand Resources. Peak load carrying
capability is defined to be the peak load that the PJIM Region is able to serve at the loss of load
expectation defined in the Reliability Principles and Standards. The DR Factor is the increase in
the peak load carrying capability in the PJM Region due to Demand Resources, divided by the
total Nominated Value of Demand Resources in the PJIM Region. The DR Factor will be
determined using an analytical program that uses a probabilistic approach to determine
reliability. The determination of the DR Factor will consider the reliability of Demand
Resources, the number of interruptions, and the total amount of load reduction.

C. Demand Resources offered and cleared in a Base Residual or Incremental Auction
shall receive the corresponding Capacity Resource Clearing Price as determined in such auction,
in accordance with Attachment DD of the PJM Tariff. For Delivery Years beginning with the
Delivery Year that commences on June 1, 2013, any Demand Resources located in a Zone with
multiple LDAs shall receive the Capacity Resource Clearing Price applicable to the location of
such resource within such Zone, as identified in such resource’s offer. Further, the Demand
ReseoureeCurtailment Service Provider shall register its resource in the same location within the
Zone as specified in its cleared sell offer, and shall be subject to deficiency charges under
Attachment DD of this Tariff to the extent it fails to provide the resource in such location
consistent with its cleared offer. For either of the Delivery Year commencing on June 1, 2010 or
commencing on June 1, 2012, if the location of a Demand Resource is not specified by a Seller
in the Sell Offer on an individual LDA basis in a Zone with multiple LDAs, then Demand
Resources cleared by such Seller will be paid a DR Weighted Zonal Resource Clearing Price,
determined as follows: (i) for a Zone that includes non-overlapping LDAs, calculated as the




weighted average of the Resource Clearing Prices for such LDAs, weighted by the cleared
Demand Resources registered by such Seller in each such LDA; or (ii) for a Zone that contains a
smaller LDA within a larger LDA, calculated treating the smaller LDA and the remaining
portion of the larger LDA as if they were separate LDAs, and weight-averaging in the same
manner as (i) above.

D. The Party, Electric Distributor, or Bemand-ReseurceCurtailment Service Provider
that establishes a contractual relationship (by contract or tariff rate) with a customer for load
reductions is entitled to receive the compensation specified in section C for a committed Demand
Resource, notwithstanding that such provider is not the customer’s energy supplier.

E. Any Party hereto shall demonstrate that its Demand Resources performed during
periods when load management procedures were invoked by the Office of the Interconnection.
The Office of the Interconnection shall adopt and maintain rules and procedures for verifying the
performance of such resources, as set forth in section K_hereof and the PJIM Manuals. In
addition, committed Demand Resources that do not comply with the directions of the Office of
the Interconnection to reduce load during an emergency shall be subject to the penalty charge set
forth in Attachment DD to the PIM Tariff.

F. Parties may elect to place Demand Resources associated with Behind The Meter
Generation under the direction of the Office of the Interconnection for a Delivery Year by
submitting a Sell Offer for such resource (as Self Supply, or with an offer price) in the Base
Residual Auction for such Delivery Year. This election shall remain in effect for the entirety of
such Delivery Year. In the event such an election is made, such Behind The Meter Generation
will not be netted from load for the purposes of calculating the Daily Unforced Capacity
Obligations under this Agreement.

G. PJM measures recegnizes-three-types-of Demand Resources_in the following three
ways:

Direct Load Control (DLC) — Load management that is initiated directly by the Curtailment
Service Provider’s market operations center or its agent, employing a communication signal to
cycle equipment (typically water heaters or central air conditioners). DLC programs are
qualified based on load research and customer subscription data. Curtailment Service Providers
may rely on the results of load research studies identified in the PJIM Manuals to set the per-
participant load reduction for DLC programs. Each Curtailment Service Provider relying on
DLC load management must periodically update its DLC switch operability rates, in accordance
with the PJIM Manuals.

Firm Service Level (FSL) — Load management achieved by an end-use customer reducing its
load to a pre-determined level (the Firm Service Level), upon notification from the Curtailment
Service Provider’s market operations center or its agent.

Guaranteed Load Drop (GLD) - Load management achieved by an end-use customer reducing
its load by a pre-determined amount (the Guaranteed Load Drop), upon notification from the
Curtailment Service Provider’s market operations center or its agent. Typically, the load




reduction is achieved through running customer-owned backup generators, or by shutting down
process equipment.

H. Each Curtailment Service Provider must satisfy (or contract with another LSE,
Curtailment Service Provider, or EBCelectric distribution company to provide) the following
requirements:

° A point of contact with appropriate backup to ensure single call notification from
PJM and timely execution of the notification process;

° Ssupplemental status reports, detailing Demand Resources available, as requested
by PJM;
° Entry of customer-specific Demand Resource credit information, for planning and

verification purposes, into the designated PJM electronic system.

° Customer-specific compliance and verification information for each PIM-initiated
Demand Resource event, as well as aggregated Provider load drop data for
Provider-initiated events, in accordance with established reporting guidelines.

) Load drop estimates for all Demand Resource events, prepared in accordance with
the PIM Manuals.

I The Nominated Value of each Demand Resource shall be determined consistent
with the process for determination of the capacity obligation for the customer.

The Nominated Value for a Firm Service Level customer will be based on the peak load
contribution for the customer, as determined by the 5CP methodology utilized to determine other
ICAP obligation values. The maximum Demand Resource load reduction value for a Firm
Service Level customer will be equal to Peak Load Contribution — Firm Contract Level adjusted
for system losses.

The Nominated Value for a Guaranteed Load Drop customer will be the guaranteed load drop
amount, adjusted for system losses, as established by the customer’s contract with the
Curtailment Service Provider. The maximum credit nominated shall not exceed the customer’s
Peak Load Contribution.




The Nominated Value for a Direct Load Control program will be based on load research and
customer subscription. The maximum value of the program is equal to the approved per-
participant load reduction multiplied by the number of active participants, adjusted for system
losses. The per-participant impact is to be estimated at long-term average local weather
conditions at the time of the summer peak.

Customer-specific Demand Resource information (EDC account number, peak load, notification
period, etc.) will be entered into the designated PIJM electronic system to establish credit values.
Additional data may be required, as defined in sections J and K.

J. Nominated Values shall be reviewed based on documentation of customer-
specific data and Demand Resource information, to verify the amount of load management
available and to set a maximum allowable Nominated Value. Data is provided by both the zone
EDC and the Curtailment Service Provider on templates supplied by PJM, and must include the
EDC meter number or other unique customer identifier, Peak Load Contribution (5CP), contract
firm service level or guaranteed load drop values, applicable loss factor, zone/area location of the
load drop, LSE contact information, number of active participants, etc. Such data must be
uploaded and approved prior to the first day of the Delivery Year for such resource as a Demand
Resource. Curtailment Service Providers must provide this information concurrently to host
EDCs.

For Firm Service Level and Guaranteed Load Drop customers, the 5CP values, for the zone and
affected customers, will be adjusted to reflect an “unrestricted” peak for a zone, based on
information provided by the Curtailment Service Provider. Load drop levels shall be estimated
in accordance with guidelines in the PJIM Manuals.

For Direct Load Control programs, the Curtailment Service Provider must provide information
detailing the number of active participants in each program. Other information on approved DLC
programs will be provided by PIM.

K. Compliance is the process utilized to review Provider performance during PJM-
initiated Demand Resource events. Compliance will be established for each Provider on an event
specific basis for the Curtailment Service Provider’s Demand Resources dispatched by the Office
of the Interconnection during such event. PJIM will establish and communicate reasonable
deadlines for the timely submittal of event data to expedite compliance reviews. Compliance
reviews will be completed as soon after the event as possible, with the expectation that reviews
of a single event will be completed within two months of the end of the month in which the event
took place. Curtailment Service Providers are responsible for the submittal of compliance
information to PIJM for each PJM-initiated event during the compliance period.

Compliance for Direct Load Control programs will consider only the transmission of the control
signal. Curtailment Service Providers are required to report the time period (during the Demand
Resource event) that the control signal was actually sent.

Compliance is checked on an individual customer basis for FSL, by comparing actual load
during the event to the firm service level. Curtailment Service Providers must submit actual
customer load levels (for the event period) for the compliance report. Compliance for FSL will




be based on:

End use customer’s current Delivery Year peak load contribution (“PLC”) minus the
metered load (“Load”) multiplied by the loss factor (“LF”). The calculation is represented

by:
(PLC) - (Load *LF)
Compliance is checked on an individual customer basis for GLD, and will be based on:

(i) the lesser of (a) comparison load used to best represent what the load would
have been if PJM did not declare a Load Management Eevent or the CSP did not
initiate a test as outlined in the PJM Manuals, minus the Load and then
multiplied by the LF, or (b) the PLC minus the Load multiplied by the LF. A load
reduction will only be recognized for capacity compliance if the Load multiplied

by the LF is less than the PLC.

(iii) Curtailment Service Providers must submit actual loads and comparison loads for

Management performance test, and for all hours during any other days as
required by the Office of the Interconnection to calculate the load reduction.
Comparison loads must be developed from the guidelines in the PJM Manuals,
and note which method was employed.

Compliance is averaged over the Load Management Eevent for non-interval metered DLC

FSL and GLD customer er-BLEC-program-dispatched by the Office of the Interconnection, for at
least 30 minutes of the clock hour (i.e., “partial dispatch compliance hour”). The registered
capacity commitment for the partial dispatch compliance hour will be prorated based on the
number of minutes dispatched during the clock hour and as defined in the Manuals. Curtailment
Service Provider may submit 1 minute load data for use in capacity compliance calculations for
partial dispatch compliance hours subject to PJM approval and in accordance with the PJM
Manuals where: (a) metering meets all Tariff and Manual requirements, (b) 1 minute load data
shall be submitted to PJM for all locations on the registration, and (c) 1 minute load data
measures energy consumption over the minute.

Demand Resources may not reduce their load below zero (i.e., export energy into the system).
No compliance credit will be given for an incremental load drop below zero. Compliance will be
totaled over all FSL and GLD customers and DLC programs to determine a net compliance
position for the event for each Provider by Zone, for all Demand Resources committed by such
Provider and dispatched by the Office of the Interconnection in the zone. Deficiencies shall be
as further determined in accordance with section 11 of Schedule DD to the PIM Tariff.

L. Energy Efficiency Resources

1. An Energy Efficiency Resource is a project, including installation of more
efficient devices or equipment or implementation of more efficient processes or systems,
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exceeding then-current building codes, appliance standards, or other relevant standards, designed
to achieve a continuous (during peak periods as described herein) reduction in electric energy
consumption at the End-Use Customer's Rretail Ssite that is not reflected in the peak load
forecast prepared for the Delivery Year for which the Energy Efficiency Resource is proposed,
and that is fully implemented at all times during such Delivery Year, without any requirement of
notice, dispatch, or operator intervention.

2. An Energy Efficiency Resource may be offered as a Capacity Resource in
the Base Residual or Incremental Auctions for any Delivery Year beginning on or after June 1,
2012. No later than 30 days prior to the auction in which the resource is to be offered, the
Capacity Market Seller shall submit to the Office of the Interconnection a notice of intent to offer
the resource into such auction and a measurement and verification plan. The notice of intent
shall include all pertinent project design data, including but not limited to the peak-load
contribution of affected customers, a full description of the equipment, device, system or process
intended to achieve the load reduction, the load reduction pattern, the project location, the project
development timeline, and any other relevant data. Such notice also shall state the seller’s
proposed Nominated Energy Efficiency Value, which shall be the expected average load
reduction between the hour ending 15:00 EPT and the hour ending 18:00 EPT during all days
from June 1 through August 31, inclusive, of such Delivery Year that is not a weekend or federal
holiday. The measurement and verification plan shall describe the methods and procedures,
consistent with the PJIM Manuals, for determining the amount of the load reduction and
confirming that such reduction is achieved. The Office of the Interconnection shall determine,
upon review of such notice, the Nominated Energy Efficiency Value that may be offered in the
Reliability Pricing Model Auction.

3. An Energy Efficiency Resource may be offered with a price offer or as
Self-Supply. If an Energy Efficiency Resource clears the auction, it shall receive the applicable
Capacity Resource Clearing Price, subject to section 5 below. A Capacity Market Seller offering
an Energy Efficiency Resource must comply with all applicable credit requirements as set forth
in Attachment Q to the PJM Tariff. The Unforced Capacity value of an Energy Efficiency
Resource offered into an RPM Auction shall be the Nominated Energy Efficiency value times
the DR Factor and the Forecast Pool Requirement.

4, An Energy Efficiency Resource that clears an auction for a Delivery Year
may be offered in auctions for up to three additional consecutive Delivery Years, but shall not be
assured of clearing in any such auction; provided, however, an Energy Efficiency Resource may
not be offered for any Delivery Year in which any part of the peak season is beyond the expected
life of the equipment, device, system, or process providing the expected load reduction; and
provided further that a Capacity Market Seller that offers and clears an Energy Efficiency
Resource in a BRA may elect a New Entry Price Adjustment on the same terms as set forth in
section 5.14(c) of this Attachment DD.

5. For every Energy Efficiency Resource clearing an RPM Auction for a
Delivery Year, the Capacity Market Seller shall submit to the Office of the Interconnection, by
no later than 30 days prior to each Auction an updated project status and measurement and
verification plan subject to the criteria set forth in the PJM Manuals.



6. For every Energy Efficiency Resource clearing an RPM Auction for a
Delivery Year, the Capacity Market Seller shall submit to the Office of the Interconnection, by
no later than the start of such Delivery Year, an updated project status and detailed measurement
and verification data meeting the standards for precision and accuracy set forth in the PIM
Manuals. The final value of the Energy Efficiency Resource during such Delivery Year shall be
as determined by the Office of the Interconnection based on the submitted data.

7. The Office of the Interconnection may audit, at the Capacity Market
Seller’s expense, any Energy Efficiency Resource committed to the PJIM Region. The audit may
be conducted any time including the Performance Hours of the Delivery Year.

OA Schedule 1 Sections 8.2, 8.6, 8.7 and 8.9 — from DR as Operational

Resource Filing
8.2 Participant Qualifications

Two primary types of distributed resources are candidates to participate in either—of-the—twe
options—previded—by-the PIM Emergency Load Response Program and Pre-Emergency Load
Response Program:

On Site Generators

These generators (including Behind The Meter Generation) can be either
synchronized or non-synchronized to the grid. Capacity Resources are not
eligible for compensation under this program. Injections into the grid by local
generators also will not be eligible for compensation under this program.

Load Reductions

A participant that has the ability to reduce a measurable and verifiable portion of
its load, as metered on an EDC account basis.

Emergeney-Load-Respanse-Program—O nly Members or Spemal Members may part|C|pate in the

Emergency Load Response Program and Pre-Emergency Load Response Program by complying

with all of the requirements of the applicable Relevant Electric Retail Regulatory Authority and
all other applicable federal, state and local regulatory entities together with the Emergency Load
Response_and Pre-Emergency Load Response Program provisions herein, including, but not
limited to, the Registration section. Special membership provisions have been established for
program participants in the Energy Only Option, as described below. The special membership
provisions shall not apply to program participants in the Full Program Option. Any existing PIM
Member or Special Member may participate in the Emergency Load Response Program and Pre-
Emergency Load Response Program on behalf ofas-a-third-party-for non-members—in-which-case
the-third-parby-will-bereferred-to as the Curtailment Service Provider{CSP). All payments are




made to the PJIM Member_or Special Member in such case. ParticipantsCurtailment Service
Providers must become signatories to the PJM Operating Agreement, as described in the PIM
Manual for Administrative Services for the Operating Agreement of the PJM Interconnection,
L.L.C. However, for the—sSpecial mMembers the $5,000 annual member fee, the $1,500
application fee, and liability for Member defaults are waived, along with the following other
modifications.

Special Members are limited to be PJIM market sellers;
Voting privileges and sector designation are waived;
Thirty day notice for waiting period is waived,;
Requirement for 24/7 control center coverage is waived;
No PJM-supported user group capability is permitted.

To participate in either-of-the-twe-options-provided-by-the Emergency Load Response Program

and Pre-Emergency Load Response Program, the distributedDemand ¥Resource must:

Be capable of reducing at least 100 kW of load,;
dusaccmegone cecnd bons,

8.6 Emergency Operations

declaration of Maximum Emergene: Emergeney-Generation mergencyanel—pneete—the—rmplememaﬂen—e#
l:ead—Managemen{éteps—l—and—z (Implementatlon of the Emergency Load Response Program

economic generating capacity is not adequate to serve load and maintain reserves or maintain
system reliability. PJM will initiate an electronic message to Curtailment Service Providers

have the capability to retrieve this electronlc message as described in the PJM Manuals.
Additionally, PJIM will post the Load Management Event information on the PJIM website and
issue a separate All-Call message.

Following PJM’s request to reduce load, (i) participants in the Energy Only Option voluntarily
may reduce load; and (ii) participants in the Full Program Option are required to reduce load
unless they already have reduced load pursuant to the Economic Load Response Program. PJM
will dispatch the resources of all Emergency Load Response Program participants (not already
dispatched under the Economic Load Response Program) based on the availability, location,
minimum notification time, dispatch price and/or quantity of load reduction needed, subject to
transmission constraints in the PJM Region. To give PIJM dispatchers the flexibility to address
reliability concerns in the most effective and timely manner and invoke the resources that offer
the most assurance of effective relief of emergency conditions, the dispatch of Demand
Resources may not be based solely on the least-cost resources since such dispatch shall be based
not only on price, but also on availability, location, minimum notification time and/or quantity of
megawatts of load or load reduction needed.
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The dispatch price of Full Program Option resources and Energy Only Option resources in the
Emergency Load Response Program are eligible to set the real time Loeational-Marginal-Prices
£LMP=} when the Office of the Interconnection has implemented Emergency procedures and
such resources are required to reduce demand in the PJM Region and as described in Section 2 of
Schedule 1 of the PJM Operating Agreement and the parallel provisions of Attachment K-
Appendix of the PJIM Tariff. Energy Only Option resources must also satisfy PJM’s telemetry
requirements.

Curtailment Service Providers with resources registered to participateParticipants in the
Emergency Load Response and Pre-Emergency Load Response Programs must provide real-time
operational data regarding the availability and status of their resources to PJM, as described in
detail in the PJM Manuals. Operational procedures are described in detail in the PIM Manual
for Emergency Operations.

8.7 Verification

PJM requires that the load reduction meter data be submitted to PJM within 60 days of the Load
Management Eevent. If the data are not received within 60 days, no payment for participation

isshall be provided. Meter data must be provided for all hours during the day of the Load
Management Eevent or the Load Management performance test, and for all hours during any

=" T T e L Y e I ey e Y S L ATy M9 )

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

These data files are to be communicated to PJM either via the Load Response Program web site
or email. Files that are emailed must be in the PJIM-approved file format. Meter data will be
forwarded to the EBCelectric distribution company upon receipt, and these parties will then have
ten (10) business days to provide feedback to PIJM.

8.9 Reporting and Compliance

Actual load reductions of Energy Only Option emergency resources will be added back for the
purpose of peak load calculations for capacity for the following Delivery Year.

Actual Emergency Load Response, Pre-Emergency Load Response and Economic Load
Response load reductions for Load Management resources registered as Emergency Load
Response or Pre-Emergency Load Response Full Program Option or Capacity Only resources
which occur from June 1 through September 30, will be added back for the purpose of
calculating peak load for capacity for the following Delivery Year, as set forth in the PIM
Manuals and consistent with the load response recognized for capacity compliance as set forth in
the Reporting and Compliance provisions below. Capacity Only resources are Full Program
Option resources that do not receive an energy payment for load reductions during an pre-

emergency or emergency event.

Actual load reductions of Load Management resources registered as Emergency Load Response
or Pre-Emergency Load Response Full Program Option or Capacity Only resources used to

Guaranteed Load Drop end-use customers shall be equal to the load reduction provided to the
electric distribution company as follows and in accordance with the PJIM Manuals:
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i)

| ii)

For Guaranteed Load Drop end-use customers, the lesser of (a) comparison load used to
best represent what the load would have been if P3M the Office of the Interconnection

in the PJIM Manuals, minus the metered load (“Load”) and then multiplied by the loss
factor (“LF”) or (b) the current Delivery Year peak load contribution (“PLC”) minus the
metered load multiplied by the loss factor (“LF”). A load reduction will only be
recognized for capacity compliance if the metered load multiplied by the loss factor is
less than the current Delivery Year peak load contribution. The calculation is represented

by:
Minimum of {(comparison load — Load) * LF, PLC — (Load * LF)}

Methodologies for establishing comparison load for Guaranteed Load Drop end-use
customers include the following:

Comparable Day
Same Day
Customer Baseline
Regression Analysis

* & & oo o

Generation

Each of these methodologies is described in greater detail in Manual M-19, PIM Manual
for Load Forecasting and Analysis, at Attachment A: Load Drop Estimate Guidelines.

For Firm Service Level end-use customers the current Delivery Year peak—load
eontribution{(“PLCZ)} minus the meteredtoad{“Load”} multiplied by the less—facter
£LF3. The calculation is represented by:

PLC - (Load * LF)

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

| Response and Pre-Emergency Load Response Full Program Option, as determined in accordance
with these Reporting and Compliance provisions, shall not affect energy payments to such
resources for load reductions during an emergency event, as provided in the Market Settlements
provisions above and Attachment DD of the Tariff.

PJM will submit any required reports to FERC on behalf of the Emergency Load Response and
Pre-Emergency Load Response Program participants. PJM will also post this document, as well

as any other program-related documentation on the PJM website.

PJM will post on its website a report of demand response activity, and will provide a summary
thereof to the PIM Markets and Reliability Committee on an annual basis.
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As PJM receives evidence from the electric distribution companies pursuant to section 1.5A.3 of
PJM’s EconomicEmergeney Load Response Program, PJM will post on its website a list of those
Relevant Electric Retail Regulatory Authorities that the electric distribution companies assert
prohibit or condition retail participation in PJM’s Emergency Load Response and Pre-
Emergency Load Response Program together with a corresponding reference to the Relevant
Electric Retail Regulatory Authority evidence that is provided to PIJM by the electric distribution
companies.

Revised RAA Art 1 - Definitions

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 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:

1.1 Agreement

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

1.1A 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 for at least a 10-hour duration 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.

1.2 Applicable Regional Entity
Applicable Regional Entity shall have the same meaning as in the PIM Tariff.
13 Base Residual Auction

Base Residual Auction shall have the same meaning as in Attachment DD to the PJM
Tariff.

14 Behind The Meter Generation



Behind The Meter Generation shall mean 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
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 Capacity 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.

1.5  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.

1.6 Capacity Emergency Transfer Objective (“CETO”)

Capacity Emergency Transfer Objective (“CETO”) shall mean 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 calculated based in part on EFORD determined in accordance with Paragraph C
of Schedule 5.

1.7  Capacity Emergency Transmission Limit (“CETL”)

Capacity Emergency Transmission Limit (“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.

1.7A  Capacity Import Limit

Capacity Import Limit shall mean, (a) for the PIM Region, (1) the maximum megawatt
quantity of external Generation Capacity Resources that PJIM 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 PJIM 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 zones identified in the PJIM manuals as groupings of
one or more balancing authority areas, (1) the maximum megawatt quantity of external
Generation Capacity Resources that PIM determines the transmission system can receive at the
interface of the PIM 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, PIM 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 Transmission 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 PIM 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 PJIM 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 PIJM 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:

0] it has, at the time such exception is requested, met all applicable requirements to
be treated as equivalent to PIJM Region internal generation that is not subject to NERC tagging
as an interchange transaction, 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;

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

(iif)  itis, by written commitment of the Capacity Market Seller, subject to the same
obligations imposed on Generation Capacity Resources located in the PIJM Region by section
6.6 of Attachment DD of the PIM Tariff 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 PIM has confirmed for such Delivery Year; and (b)
if granting a qualified exception would result in a violation of the rule in clause (a), PIM 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.

1.8 Capacity Resources



Capacity Resources shall mean megawatts of (i) net capacity from existing or Planned
Generation Capacity Resources meeting the requirements of Schedules 9 and 10 that are or will
be owned by or contracted to a Party and that are or will be committed to satisfy that Party's
obligations under this Agreement, or to satisfy the reliability requirements of the PJIM Region,
for a Delivery Year; (ii) net capacity from existing or Planned Generation Capacity Resources
within the PJM Region not owned or contracted for by a Party which are accredited to the PJM
Region pursuant to the procedures set forth in Schedules 9 and 10; and (iii) load reduction
capability provided by Demand Resources or Energy Efficiency Resources that are accredited to
the PJM Region pursuant to the procedures set forth in Schedule 6.

1.9  Capacity Transfer Right

Capacity Transfer Right shall have the meaning specified in Attachment DD to the PJIM
Tariff.

1.9.1 Compliance Aggregation Area (CAA) - {Formaned: Indent: First line: 0.5"
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Tariff.
1.10 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:

@) 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 Utility 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.

1.11 Daily Unforced Capacity Obligation

Daily Unforced Capacity Obligation shall have the meaning set forth in Schedule 8 or, as
to an FRR Entity, in Schedule 8.1.



1.12  Delivery Year

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

1.13 Demand Resource

Demand Resource or “DR” shall mean a Limited Demand Resource, Extended Summer
Demand Resource, or Annual Demand Resource with a demonstrated capability to provide a
reduction in demand or otherwise control load in accordance with the requirements of 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. As set forth in Schedule 6, a
Limited Demand Resource, Extended Summer Demand Resource or Annual Demand Resource
may be an existing demand response resource or a Planned Demand Resource.

1.13A 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 Schedules 6 and 8.1 of this Agreement and the
PJM Manuals.

1.14 Demand-Resource-Provider[Reserved for Future Use]

1.14A Demand Resource Sell Offer Plan

Demand Resource Sell Offer Plan shall mean the plan required by Schedules 6 and 8.1 of
this Agreement 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.

1.15 DR Factor

DR Factor shall mean that factor approved from time to time by the PJIM Board used to
determine the unforced capacity value of a Demand Resource in accordance with Schedule 6.

1.16 [Reserved for Future Use]
1.17 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.

1.18 Electric Distributor



Electric Distributor shall mean an entity that owns or leases with rights equivalent to
ownership electric distribution facilities that are providing electric distribution service to electric
load within the PJIM Region.

1.19 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.

1.20 End-Use Customer

End-Use Customer shall mean a Member that is a retail end-user of electricity within the
PJM Region.

1.20A 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 Schedule 6 of this Agreement and exceeding then-current building codes,
appliance standards, or other relevant standards, designed to achieve a continuous (during peak
periods as described in 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.

1.20A.1 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.

1.20B Existing Generation Capacity Resource

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. Notwithstanding the foregoing, a Generation Capacity Resource for which construction
has not commenced and which would otherwise have been treated as a Planned Generation



Capacity Resource but for the fact that it was bid into RPM Auctions for at least two consecutive
Delivery Years, and cleared the last such auction only because it was considered existing and its
mitigated offer cap was accepted when its price offer would not have otherwise been accepted,
shall be deemed to be a Planned Generation Capacity Resource. A Generation Capacity
Resource shall be deemed to be in service if interconnection service has ever commenced (for
resources located in the PJM 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.

1.20C Extended Summer Demand Resource

Extended Summer Demand Resource shall mean 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.

1.21 Facilities Study Agreement
Facilities Study Agreement shall have the same meaning as in the PJM Tariff
122 FERC

FERC shall mean the Federal Energy Regulatory Commission or any successor federal
agency, commission or department.

1.23  Firm Point-To-Point Transmission Service

Firm Point-To-Point Transmission Service shall mean Firm Transmission Service
provided pursuant to the rates, terms and conditions set forth in Part Il of the PJM Tariff.

1.24  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.

1.25 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 Schedule 8.1 to this Agreement.

1.26 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 PJIM Region required pursuant to this
Agreement, as approved by the PJM Board pursuant to Schedule 4.1.

1.27 [Reserved]
1.28 [Reserved]
1.29 FRR Capacity Plan

FRR Capacity Plan shall mean a long-term plan for the commitment of Capacity
Resources to satisfy the capacity obligations of a Party that has elected the FRR Alternative, as
more fully set forth in Schedule 8.1 to this Agreement.

1.30 FRR Entity

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

1.31 FRR Service Area

FRR Service Area shall mean (a) the service territory of an 10U 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: (i) 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.

1.32  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 PJIM Region that are not satisfied by its
own generating facilities.

1.33  Generation Capacity Resource

Generation Capacity Resource shall mean a generation unit, or the right to capacity from
a specified generation unit, that meets the requirements of Schedules 9 and 10 of this Agreement.
A Generation Capacity Resource may be an Existing Generation Capacity Resource or a Planned
Generation Capacity Resource.

1.34 Generation Owner

Generation Owner shall mean a Member that owns or leases with rights equivalent to
ownership facilities for the generation of electric energy that are located within the PJIM Region.
Purchasing all or a portion of the output of a generation facility shall not be sufficient to qualify a
Member as a Generation Owner.

1.35 Generator Forced Outage

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 PJIM 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.

1.36 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.

1.37 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.

1.38 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.

1.39 [Reserved]
1.40 Incremental Auction

Incremental Auction shall mean the First Incremental Auction, the Second Incremental
Auction, the Third Incremental Auction, or the Conditional Incremental Auction, each as defined
in Attachment DD to the PJM Tariff.

1.41 Interconnection Agreement

Interconnection Agreement shall have the same meaning as in the PJM Tariff.
1.42 [Reserved]

143 10U

I0U 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.

1.43A Limited Demand Resource

Limited Demand Resource shall mean 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 timesLoad 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.

1.44 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 PIM
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.

1.45 Locational Reliability Charge



Locational Reliability Charge shall mean the charge determined pursuant to Schedule 8.
1.46 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.

1.46A Maximum Emergency Service Level

Maximum Emergency Service Level or MESL 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 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.

1.47 Member

Member shall mean an entity that satisfies the requirements of Sections 1.24 and 11.6 of
the PJM Operating Agreement. In accordance with Article 4 of this Agreement, each Party to
this Agreement also is a Member.

1.48 Members Committee

Members Committee shall mean the committee specified in Section 8 of the PJM
Operating Agreement composed of the representatives of all the Members.

149 NERC

NERC shall mean the North American Electric Reliability Council or any successor
thereto.

1.49A 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.

1.50 Network Resources
Network Resources shall have the meaning set forth in the PIM Tariff.

151 Network Transmission Service



Network Transmission Service shall mean transmission service provided pursuant to the
rates, terms and conditions set forth in Part Il of the PJM Tariff or transmission service
comparable to such service that is provided to a Load Serving Entity that is also a Transmission
Owner (as that term is defined in the PIM Tariff).

1.51A Nominal PRD Value

Nominal PRD Value shall mean, as to any PRD Provider, an adjustment, determined in
accordance with Schedule 6.1 of this Agreement, 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.

152 Nominated Demand Resource Value

Nominated Demand Resource Value shall have the meaning specified in Attachment DD
to the PJM Tariff.

1.53 [Reserved]

1.54 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.

1.55 Obligation Peak Load

Obligation Peak Load shall have the meaning specified in Schedule 8 of this Agreement.

1.56 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 PJIM Board, acting

pursuant to the Operating Agreement.

157 Operating Agreement of PJM Interconnection, L.L.C. or Operating
Agreement

Operating Agreement of PJM Interconnection, L.L.C. or Operating Agreement shall
mean that certain agreement, dated April 1, 1997 and as amended and restated June 2, 1997 and
as amended from time to time thereafter, among the members of the PIJM Interconnection, L.L.C.

1.58 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 PIM
Region, as specified in the PJM Manuals.

1.59 Other Supplier

Other Supplier shall mean a Member that is (i) a seller, buyer or transmitter of electric
capacity or energy in, from or through the PJM Region, and (ii) is not a Generation Owner,
Electric Distributor, Transmission Owner or End-Use Customer.

1.60 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 PIM
Region that are not satisfied by its own generating facilities.

1.61 Percentage Internal Resources Required

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.

162 Party

Party shall mean an entity bound by the terms of this Agreement.

1.63 PJM

PJM shall mean the PJM Board and the Office of the Interconnection.

1.64 PJIM Board

PJM Board shall mean the Board of Managers of the PJIM Interconnection, L.L.C., acting
pursuant to the Operating Agreement.

1.65 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.

1.66 PJM Open Access Transmission Tariff or PIM Tariff

PJM Open Access Transmission Tariff or PIM Tariff shall mean the tariff for

transmission service within the PIM Region, as in effect from time to time, including any
schedules, appendices, or exhibits attached thereto.



1.67 PJM Region
PJM Region shall have the same meaning as provided in the Operating Agreement.
1.68 PJM Region Installed Reserve Margin

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

1.69 Planned Demand Resource

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 Schedule 6. As set forth in Schedules 6 and 8.1 of this Agreement, 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.

1.69A 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 PIJM, (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 PJIM Region. Prior to participation in any
Reliability Pricing Model Auction for such Delivery Year, the Capacity Market Seller must
demonstrate that it has executed an interconnection agreement (functionally equivalent to a
System Impact Study Agreement under the PJM Tariff for Base Residual Auction and an
Interconnection Service Agreement under the PJM Tariff for Incremental Auction) with the
transmission owner to whose transmission facilities or distribution facilities the resource is being
directly connected, and if 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. An External Generation Capacity 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.

1.70 Planned Generation Capacity Resource

Planned Generation Capacity Resource shall mean a Generation Capacity Resource
participating in the generation interconnection process under Part 1V, Subpart A of the PJM
Tariff, 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 Plan; (ii)
a System Impact Study Agreement has been executed prior to the Base Residual Auction for
such Delivery Year; (iii) an Interconnection Service Agreement has been executed prior to any
Incremental Auction for such Delivery Year in which such resource plans to participate; and (iv)
no megawatts of capacity have cleared an RPM Auction for any prior Delivery Year. 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. Notwithstanding the foregoing, a Generation
Capacity Resource for which construction has not commenced and which would otherwise have
been treated as a Planned Generation Capacity Resource but for the fact that it was bid into RPM
Auctions for at least two consecutive Delivery Years, and cleared the last such auction only
because it was considered existing and its mitigated offer cap was accepted when its price offer
would not have otherwise been accepted, shall be deemed to be a Planned Generation Capacity
Resource.

1.71  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.

1.71A 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.

1.71B PRD Provider

PRD Provider shall mean (i) a Load Serving Entity that provides PRD; or (ii) an entity
without direct load serving responsibilities that has entered contractual arrangements with end-
use customers served by a Load Serving Entity that satisfy the eligibility criteria for Price
Responsive Demand.

1.71C 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.

1.71D 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.

1.71E 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 PIM
Region, is as close as practicable to such loads.

1.71F Price Responsive Demand

Price Responsive Demand or PRD shall mean end-use customer load registered by a PRD
Provider pursuant to Schedule 6.1 of the PJM Reliability Assurance Agreement that have, as set
forth in more detail in the PIM 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 applicable RERRA requirements) 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, 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.

1.71G Price Responsive Demand Credit

Price Responsive Demand Credit shall mean a credit, based on committed Price
Responsive Demand, as determined under Schedule 6.1 of this Agreement.

1.71H 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 Schedule 6.1 of
this Agreement 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.

1.72  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.

1.73 Qualifying Transmission Upgrades

Qualifying Transmission Upgrades shall have the meaning specified in Attachment DD
to the PJM Tariff.

1.74 [Reserved for Future Use]
1.74A Relevant Electric Retail Regulatory Authority

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

1.75 Reliability Principles and Standards

Reliability Principles and Standards shall mean the principles and standards established
by NERC or an Applicable Regional Entity to define, among other things, an acceptable
probability of loss of load due to inadequate generation or transmission capability, as amended
from time to time.

1.76 Required Approvals

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

1.77  Self-Supply

Self Supply shall have the meaning provided in Attachment DD to the PIJM Tariff.

1.78 [Reserved for Future Use]

1.79 [Reserved for Future Use]

1.80 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.

1.81 State Regulatory Structural Change



State Regulatory Structural Change shall mean as to any Party, a state law, rule, or order
that, after September 30, 2006, 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.

1.81A 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 this 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.

1.82  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) 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 the FRR Entity’s Obligation Peak Load last
determined prior to the Base Residual Auction for such Delivery Year, times the Base FRR
Scaling Factor (as determined in accordance with Schedule 8.1).

1.83 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 (iii)
have been demonstrated to the satisfaction of the Office of the Interconnection to be integrated
with the PJIM 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.

1.84 Transmission Owner



Transmission Owner shall mean a Member that owns or leases with rights equivalent to
ownership Transmission Facilities. Taking transmission service shall not be sufficient to qualify
a Member as a Transmission Owner.

1.85 Transmission Owners Agreement

Transmission Owners Agreement shall mean that certain Consolidated Transmission
Owners Agreement, dated as of December 15, 2005 and as amended from time to time, among
transmission owners within the PJM Region.

1.86 Unforced Capacity

Unforced Capacity shall mean installed capacity rated at summer conditions that is not on
average experiencing a forced outage or forced derating, calculated for each Capacity Resource
on the 12-month period from October to September without regard to the ownership of or the
contractual rights to the capacity of the unit.

1.87 [Reserved for Future Use]

1.88 Zonal Capacity Price

Zonal Capacity Price shall mean the price of Unforced Capacity in a Zone that an LSE
that has not elected the FRR Alternative is obligated to pay for a Delivery Year as determined
pursuant to Attachment DD to the PIM Tariff.

1.89 Zone or Zonal

Zone or Zonal shall refer to an area within the PJM Region, as set forth in 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 PIM Region. A Zone shall include any Non-

Zone Network Load (as defined in the PIJM Tariff) located outside the PJM Region that is served
from such Zone under Schedule H-A of the PIJM Tariff.

RAA Schedule 6 from DR as Operational Resource

SCHEDULE 6

PROCEDURES FOR DEMAND RESOURCES AND ENERGY EFFICIENCY

A. Parties can partially or wholly offset the amounts payable for the Locational
Reliability Charge with Demand Resources that are operated under the direction of the Office of
the Interconnection. FRR Entities may reduce their capacity obligations with Demand Resources
that are operated under the direction of the Office of the Interconnection and detailed in such
entity’s FRR Capacity Plan. Demand Resources qualifying under the criteria set forth below
may be offered for sale or designated as Self-Supply in the Base Residual Auction, included in



an FRR Capacity Plan, or offered for sale in any Incremental Auction, for any Delivery Year for
which such resource qualifies. Qualified Demand Resources generally fall in one of three
categories, i.e., Guaranteed Load Drop, Firm Service Level, or Direct Load Control, as further
specified in section G and the PJIM Manuals. Qualified Demand Resources may be provided by
a Demand—ResourceCurtailment Service Provider, notwithstanding that such DBemand
ReseureeCurtailment Service Provider is not a Party to this Agreement. Such Demand
ReseureeCurtailment Service Providers must satisfy the requirements ir-section-Hhereof and the
PJM Manuals.

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

| PIM Manuals and paragraphsection F of-this-schedulehereof, as applicable, the Office of the

Interconnection of the Demand Resource that it is placing under the direction of the Office of the

Interconnection. A Party must further notify the Office of the Interconnection whether the

resource is a Limited Demand Resource, an Extended Summer Demand Resource or an Annual
Demand Resource.

2

following time period:

(a) For the 2014/2015 Delivery Year, Curtailment Service Providers may elect a+- - - ‘{Formatted: Indent: Left: -0.1", First line:
notification time period from the Office of the Interconnection of 30, 60 or 120 minutes prior to 0.6, No bullets or numbering

their Demand Resources being required to fully respond to a Load Management Eevent. __— { Formatted: Highiight

(b) For the 2015/2016 Delivery Year and subsequent Delivery Years, a Demand«-- - Tormatted: Indent: Left: -0.1", First line:
Resource must be able to fully respond to a Load Management Eevent within 30 minutes of 0.6, No bullets or numbering

notification from the Office of the Interconnection. This default 30 minute prior notification shall ~ ~ | Formatted: Highlight

apply unless a Curtailment Service Provider obtains an exception from the Office of the
Interconnection due to physical operational limitations that prevent the Demand Resource from
reducing load within that timeframe. In such case, the Curtailment Service Provider shall submit a
request for an exception to the 30 minute prior notification requirement to the Office of the
Interconnection, at the time the Registration Form for that resource is submitted in accordance with
Attachment K-Appendix of this Tariff. The only alternative notification times that the Office of
Interconnection will permit, upon approval of an exception request, are 60 minutes and 120

minutes prior to a Load Management Eevent. The Curtailment Service Provider shall indicate in - { Formatted: Highlight

writing, in the appropriate application, that it seeks an exception to permit a prior notification time
of 60 minutes or 120 minutes, and the reason(s) for the requested exception. A Curtailment
Service Provider shall not submit a request for an exception to the default 30 minute notification
period unless it has done its due diligence to confirm that the Demand Resource is physically
incapable of responding within that timeframe based on one or more of the reasons set forth below
and as may be further defined in the PJM Manuals and has obtained detailed data and
documentation to support this determination.

In order to establish that a Demand Resource is reasonably expected to be physically unable to reduce« - - { Formatted: Indent: Left: -0.1"

load in that timeframe, the Curtailment Service Provider that registered the resource must demonstrate
that:

: . . . _-1F tted: Indent: Left: -0.1", First line:
1) The manufacturing processes for the Demand Resource require gradual reduction to avoid «- io%r-.m atted: Tndent: e retine




damaging major industrial equipment used in the manufacturing process, or damage to the product - { Formatted:

Not Highlight

generated or feedstock used in the manufacturing process;

2) Transfer of load to back-up generation requires time-intensive manual process taking more <«--- {Formatted:

Indent: Left: -0.1"

than 30 minutes;

3) On-site safety concerns prevent location from implementing reduction plan in less than 30 <~ - - { Formatted:

Indent: Left: -0.1"

minutes; or

4) The Demand Resource is comprised of mass market residential customers which <~~~ { Formatted: Indent: Left: -0.1"
collectively cannot be notified of a Load Management Eevent within a 30-minute timeframe dueto - { Formatted: Highlight
unavoidable communications latency, in which case the requested notification time shall be no longer
than 120 minutes. - {Formatted: Not Highlight

The Office of the Interconnection may request data and documentation from the Curtailments- - - { Formatted:

Indent: Left: -0.1"

) J UL J

Service Provider and such Curtailment Service Provider shall provide to the Office of the

Interconnection within three (3) business days of a request therefor, a copy of all of the data and

documentation supporting the exception request. Failure to provide a timely response to such request

shall cause the exception to terminate the following Operating Day.

At its sole option and discretion, the Office of the Interconnection may review the data and«- - - { Formatted:

Indent: Left: -0.1"

documentation provided by the Curtailment Service Provider to determine if the Demand

Resource has met one or more of the criteria above. The Office of the Interconnection will notify

the Curtailment Service Provider in writing of its determination by no later than ten (10) business

days after receipt of the data and documentation.

The Curtailment Service Provider shall provide written notification to the Office
of the Interconnection of a material change to the facts that supported its exception request
within three (3) business days of becoming aware of such material change in facts, and, if the
Office of Interconnection determines that the physical limitation criteria above are no longer
being met, the Demand Resource shall be subject to the default notification period of 30 minutes
immediately upon such determination.

3. The initiation of load interruptionreduction, upon the request of the Office
of the Interconnection, must be within the authority of the dispatchers of the Party. No
additional approvals should be required.

4, The initiation of load reduction upon the request of the Office of the
Interconnection is considered ar pre-emergency or emergency action and must be implementable
prior to a voltage reduction.

5. A Demand-ReseuregCurtailment Service Provider intending to offer for - { Formattea:

Not Highlight

sale or designate for self-supply, a Demand Resource in any RPM Auction, or intending to

include a Demand Resource in any FRR Capacity Plan must demonstrate, to PJM’s satisfaction, - { Formatted:

= ey Y Y ey T

Not Highlight

that such resource shall have the capability to provide a reduction in demand, or otherwise
control load, on or before the start of the Delivery Year for which such resource is committed.

As part of such demonstration, each such Demand-ReseureeCurtailment Service Provider shall - { Formatted:

Not Highlight

submit a Demand Resource Sell Offer Plan in accordance with the standards and procedures set



forth in section A-1 of Schedule 6, Schedule 8.1 (as to FRR Capacity Plans) and the PIM
Manuals, no later than 15 business days prior to, as applicable, the RPM Auction in which such
resource is to be offered, or the deadline for submission of the FRR Capacity Plan in which such

adherence to the Demand Resource Sell Offer Plan at any time. A Bemand-ReseurceCurtailment
Service Provider with a PJM-approved Demand Resource Sell Offer Plan will be permitted to
offer up to the approved Demand Resource quantity into the subject RPM Auction or include

such resource in its FRR Capacity Plan.

6. Selection of a Demand Resource in an RPM Auction results in
commitment of capacity to the PJIM Region. Demand Resources that are so committed must be
registered to participate in the Full Program Option or as a Capacity Only resource of the
Emergency Load Response and Pre-Emergency Load Response Pprogram and thus available for
dispatch during PJM-declared pre-emergency events and emergency events.

A-1. A Demand Resource Sell Offer Plan shall consist of a completed template
document in the form posted on the PIM website, requiring the information set forth below and
in the PJM Manuals, and a Demand Resource Officer Certification Form signed by an officer of
the Demand Resource Provider that is duly authorized to provide such a certification. The
Demand Resource Sell Offer Plan must provide information that supports the Demand Resource
Provider’s intended Demand Resource Sell Offers and demonstrates that the Demand Resources
are being offered with the intention that the MW quantity that clears the auction is reasonably
expected to be physically delivered through Demand Resource registrations for the relevant
Delivery Year. The Demand Resource Sell Offer Plan shall include all Existing Demand
Resources and all Planned Demand Resources that the Demand Resource Provider intends to
offer into an RPM Auction or include in an FRR Capacity Plan.

1. Demand Resource Sell Offer Plan Template. The Demand Resource Sell
Offer Plan template, in the form provided on the PJM website, shall require the Demand
Resource Provider to provide the following information and such other information as specified
in the PIM Manuals:

(@) Summary Information. The completed template shall include the
Demand Resource Provider’s company name, contact information, and the Nominated DR Value
in ICAP MWs by Zone/sub-Zone that the Demand Resource Provider intends to offer, stated
separately for Existing Demand Resources and Planned Demand Resources. The total
Nominated DR Value in MWs for each Zone/sub-Zone shall be the sum of the Nominated DR
Value of Existing Demand Resources and the Nominated DR Value of Planned Demand
Resources, and shall be the maximum MW amount the Provider intends to offer in the RPM
Auction for the indicated Zone/sub-Zone, provided that nothing herein shall preclude the
Demand Resource Provider from offering in the auction a lesser amount than the total
Nominated DR Value shown in its Demand Resource Sell Offer Plan.

(b) Existing Demand Resources. The Demand Resource Provider
shall identify all Existing Demand Resources by identifying end-use customer sites that are
currently registered with PJIM (even if not registered by such Demand Resource Provider) and

| - [ Formatted: Not Highlight

- { Formatted: Not Highlight




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 auction Delivery Year.

(c) Planned Demand Resources. The Demand Resource Provider shall
provide the details of, and key assumptions underlying, the Planned Demand Resource quantities
(i.e., all Demand Resource quantities in excess of Existing Demand Resource quantities)
contained in the Demand Resource Sell Offer Plan, including:

0] key program attributes and assumptions used to develop the
Planned Demand Resource quantities, including, but not limited to,
discussion of:

e method(s) of achieving load reduction at customer site(s);
equipment to be controlled or installed at customer site(s), if any;
plan and ability to acquire customers;
types of customer targeted;
support of market potential and market share for the target
customer base, with adjustments for Existing Demand Resource
customers within this market and the potential for other Demand
Resource Providers targeting the same customers;

e assumptions regarding regulatory approval of program(s), if
applicable; and
e if applicable, Direct Load Control (DLC) program details such as:

a description of the cycling control strategy, any assumptions

regarding switch operability rate, and a list (and copy) of all load

research studies used to develop the estimated nominated ICAP
value per customer (i.e., the per-participant impact).

(i) Zone/sub-Zone information by end-use customer segment for all
Nominated DR Values for which an end-use customer site is not
identified, to include the number in each segment of end-use customers
expected to be registered for the subject Delivery Year, the average Peak
Load Contribution per end-use customer for such segment, and the
average Nominated DR Value per customer for such segment. End-use
customer segments may include residential, commercial, small industrial,
medium industrial, and large industrial, as identified and defined in the
PJM Manuals, provided that nothing herein or in the Manuals shall
preclude the Provider from identifying more specific customer segments
within the commercial and industrial categories, if known.

(iii)  Information by end-use customer site to the extent required by
subsection A-1(1)(c)(iv) or, if not required by such subsection, to the
extent known at the time of the submittal of the Demand Resource Sell
Offer Plan, to include: customer EDC account number (if known),
customer name, customer premise address, Zone/sub-Zone in which the
customer is located, end-use customer segment, current Peak Load
Contribution value (or an estimate if actual value not known) and an



estimate of expected Peak Load Contribution for the subject Delivery
Year, and an estimated Nominated DR Value.

(iv)  End-use customer site-specific information shall be required for
any Zones or sub-Zones identified by PJM pursuant to this subsection for
the portion, if any, of a Demand Resource Provider’s intended offer in
such Zones or sub-Zones that exceeds a Sell Offer threshold determined
pursuant to this subsection, as any such excess quantity under such
conditions should reflect Planned Demand Resources from end-use
customer sites that the Provider has a high degree of certainty it will
physically deliver for the subject Delivery Year. In accordance with the
procedures in subsection A-1(3) below, PIJM shall identify, as requiring
site-specific information, all Zones and sub-Zones that comprise any LDA
group (from a list of LDA groups stated in the PJIM Manuals) in which
[the quantity of cleared Demand Resources from the most recent Base
Residual Auction] plus [the quantity of Demand Resources included in
FRR Capacity Plans for the Delivery Year addressed by the most recent
Base Residual Auction] in any Zone or sub-Zone of such LDA group
exceeds the greater of:

e the maximum Demand Resources quantity registered with PJM
for such Zone for any Delivery Year from the current (at time of
plan submission) Delivery Year and the two preceding Delivery
Years; and

e the potential Demand Resource quantity for such Zone estimated
by PJM based on an independent published assessment of demand
response potential that is reasonably applicable to such Zone, as
identified in the PJM Manuals.

For each such Zone and sub-Zone, the Sell Offer threshold for each
Demand Resource Provider shall be the higher of:

e the Demand Resource Provider’s maximum Demand Resource
quantity registered with PJM for such Zone/sub-Zone over the
current Delivery Year (at the time of plan submission) and two
preceding Delivery Years;

e the Demand Resource Provider’s maximum for any single
Delivery Year of [such provider’s cleared Demand Resource
quantity] plus [such provider’s quantity of Demand Resources
included in FRR Capacity Plans] from the three forward Delivery
Years addressed by the three most recent Base Residual Auctions
for such Zone/sub-Zone; and

e 10 MW.



(d) Schedule. The Demand Resource Provider shall provide an
approximate timeline for procuring end-use customer sites as needed to physically deliver the
total Nominated DR Value (for both Existing Demand Resources and Planned Demand
Resources) by Zone/sub-Zone in the Demand Resource Sell Offer Plan. The Demand Resource
Provider must specify the cumulative number of customers and the cumulative Nominated DR
Value associated with each end-use customer segment within each Zone/sub-Zone that the
Demand Resource Provider expects (at the time of plan submission) to have under contract as of
June 1 each year between the time of the auction and the subject Delivery Year.

2. Demand Resource Officer Certification Form. Each Demand Resource
Sell Offer Plan must include a Demand Resource Officer Certification, signed by an officer of
the Demand Resource Provider that is duly authorized to provide such a certification, in the form
shown in the PJIM Manuals, which form shall include the following certifications:

(a) that the signing officer has reviewed the Demand Resource Sell Offer
Plan and the information supplied to PJM in support of the Plan is true and correct as of the date
of the certification; and

(b) that the Demand Resource Provider is submitting the Plan with the
reasonable expectation, based upon its analyses as of the date of the certification, to physically
deliver all megawatts that clear the RPM Auction through Demand Resource registrations by the
specified Delivery Year.

As set forth in the form provided in the PJIM manuals, the certification shall
specify that it does not in any way abridge, expand, or otherwise modify the current provisions of
the PIM Tariff, Operating Agreement and/or RAA, or the Demand Resource Provider’s rights
and obligations thereunder, including the Demand Resource Provider’s ability to adjust capacity
obligations through participation in PJM incremental auctions and bilateral transactions.

3. Procedures. No later than December 1 prior to the Base Residual Auction
for a Delivery Year, PIJM shall post to the PIM website a list of Zones and sub-Zones, if any, for
which end-use customer site-specific information shall be required under the conditions specified
in subsection A-1(1)(c)(iv) above for all RPM Auctions conducted for such Delivery Year. Once
so identified, a Zone or sub-Zone shall remain on the list for future Delivery Years until the
threshold determined under subsection A-1(1)(c)(iv) above is not exceeded for three consecutive
Delivery Years. No later than 15 business days prior to the RPM Auction in which a Demand
Resource Provider intends to offer a Demand Resource, the Demand Resource Provider shall
submit to PIM a completed Demand Resource Sell Offer Plan template and a Demand Resource
Officer Certification Form signed by a duly authorized officer of the Provider. PIM will review
all submitted DR Sell Offer Plans. No later than 10 business days prior to the subject RPM
Auction, PJM shall notify any Demand Resource Providers that have identified the same end-use
customer site(s) in their respective DR Sell Offer Plans for the same Delivery Year. In such
event, the MWs associated with such site(s) will not be approved for inclusion in a Sell Offer in
an RPM Auction by any of the Demand Resource Providers, unless a Demand Resource Provider
provides a letter of support from the end-use customer indicating that it is likely to execute a
contract with that Demand Resource Provider for the relevant Delivery Year, or provides other
comparable evidence of likely commitment. Such letter of support or other supporting evidence



B.

must be provided to PJM no later than 7 business days prior to the subject RPM Auction. If an
end-use customer provides letters of support for the same site for the same Delivery Year to
multiple Demand Resource Providers, the MWs associated with such end-use customer site shall
not be approved as a Demand Resource for any of the Demand Resource Providers. No later
than 5 business days prior to the subject RPM Auction, PJIM will notify each Demand Resource
Provider of the approved Demand Resource quantity, by Zone/sub-Zone, that such Demand
Resource Provider is permitted to offer into such RPM Auction.

The Unforced Capacity value of a Demand Resource will be determined as:

the product of the Nominated Value of the Demand Resource, times the DR Factor, times
the Forecast Pool Requirement. Nominated Values shall be determined and reviewed in
accordance with sections | and J, respectively, and the PJM Manuals. The DR Factor is a
factor established by the PJM Board with the advice of the Members Committee to reflect
the increase in the peak load carrying capability in the PJIM Region due to Demand
Resources. Peak load carrying capability is defined to be the peak load that the PJM
Region is able to serve at the loss of load expectation defined in the Reliability Principles
and Standards. The DR Factor is the increase in the peak load carrying capability in the
PJM Region due to Demand Resources, divided by the total Nominated Value of Demand
Resources in the PJIM Region. The DR Factor will be determined using an analytical
program that uses a probabilistic approach to determine reliability. The determination of
the DR Factor will consider the reliability of Demand Resources, the number of
interruptions, and the total amount of load reduction.

Demand Resources offered and cleared in a Base Residual or Incremental Auction shall
receive the corresponding Capacity Resource Clearing Price as determined in such
auction, in accordance with Attachment DD of the PJM Tariff. For Delivery Years
beginning with the Delivery Year that commences on June 1, 2013, any Demand
Resources located in a Zone with multiple LDAs shall receive the Capacity Resource
Clearing Price applicable to the location of such resource within such Zone, as identified
in such resource’s offer. Further, the Bemand-ReseurceCurtailment Service Provider
shall register its resource in the same location within the Zone as specified in its cleared
sell offer, and shall be subject to deficiency charges under Attachment DD of this Tariff
to the extent it fails to provide the resource in such location consistent with its cleared
offer. For either of the Delivery Year commencing on June 1, 2010 or commencing on
June 1, 2012, if the location of a Demand Resource is not specified by a Seller in the Sell
Offer on an individual LDA basis in a Zone with multiple LDAs, then Demand
Resources cleared by such Seller will be paid a DR Weighted Zonal Resource Clearing
Price, determined as follows: (i) for a Zone that includes non-overlapping LDAS,
calculated as the weighted average of the Resource Clearing Prices for such LDAs,
weighted by the cleared Demand Resources registered by such Seller in each such LDA,;
or (ii) for a Zone that contains a smaller LDA within a larger LDA, calculated treating the
smaller LDA and the remaining portion of the larger LDA as if they were separate LDAs,
and weight-averaging in the same manner as (i) above.

The Party, Electric Distributor, or Bemand-ReseureeCurtailment Service Provider that
establishes a contractual relationship (by contract or tariff rate) with a customer for load




reductions is entitled to receive the compensation specified in section C for a committed
Demand Resource, notwithstanding that such provider is not the customer’s energy
supplier.

Any Party hereto shall demonstrate that its Demand Resources performed during periods
when load management procedures were invoked by the Office of the Interconnection.
The Office of the Interconnection shall adopt and maintain rules and procedures for
verifying the performance of such resources, as set forth in section K_hereof and the PJIM
Manuals. In addition, committed Demand Resources that do not comply with the
directions of the Office of the Interconnection to reduce load during an emergency shall
be subject to the penalty charge set forth in Attachment DD to the PIM Tariff.

Parties may elect to place Demand Resources associated with Behind The Meter
Generation under the direction of the Office of the Interconnection for a Delivery Year by
submitting a Sell Offer for such resource (as Self Supply, or with an offer price) in the
Base Residual Auction for such Delivery Year. This election shall remain in effect for
the entirety of such Delivery Year. In the event such an election is made, such Behind
The Meter Generation will not be netted from load for the purposes of calculating the
Daily Unforced Capacity Obligations under this Agreement.

PJM measures recegnizes-three-types-of-Demand Resources_in the following three ways:

Direct Load Control (DLC) — Load management that is initiated directly by the
Curtailment Service Provider’s market operations center or its agent, employing a
communication signal to cycle equipment (typically water heaters or central air
conditioners). DLC programs are qualified based on load research and customer
subscription data. Curtailment Service Providers may rely on the results of load research
studies identified in the PIM Manuals to set the per-participant load reduction for DLC
programs. Each Curtailment Service Provider relying on DLC load management must
periodically update its DLC switch operability rates, in accordance with the PJM
Manuals.

Firm Service Level (FSL) — Load management achieved by an end-use customer
reducing its load to a pre-determined level (the Firm Service Level), upon notification
from the Curtailment Service Provider’s market operations center or its agent.

Guaranteed Load Drop (GLD) — Load management achieved by an end-use customer
reducing its load by a pre-determined amount (the Guaranteed Load Drop), upon
notification from the Curtailment Service Provider’s market operations center or its

agent. Typically, the load reduction is achieved through running customer-owned backup
generators, or by shutting down process equipment.




Each Curtailment Service Provider must satisfy (or contract with another LSE,

Curtailment Service Provider, or electric distribution companyEBC to provide) the
following requirements:

A point of contact with appropriate backup to ensure single call notification from PJM
and timely execution of the notification process;

Ssupplemental status reports, detailing Demand Resources available, as requested by
PIM;

Entry of customer-specific Demand Resource credit information, for planning and
verification purposes, into the designated PJM electronic system.

Customer-specific compliance and verification information for each PJM-initiated
Demand Resource event, as well as aggregated Provider load drop data for Provider-
initiated events, in accordance with established reporting guidelines.

Load drop estimates for all Demand Resource events, prepared in accordance with the
PJM Manuals.

The Nominated Value of each Demand Resource shall be determined consistent with the
process for determination of the capacity obligation for the customer.

The Nominated Value for a Firm Service Level customer will be based on the peak load
contribution for the customer, as determined by the 5CP methodology utilized to
determine other ICAP obligation values. The maximum Demand Resource load
reduction value for a Firm Service Level customer will be equal to Peak Load
Contribution — Firm Contract Level adjusted for system losses.

The Nominated Value for a Guaranteed Load Drop customer will be the guaranteed load
drop amount, adjusted for system losses, as established by the customer’s contract with
the Curtailment Service Provider. The maximum credit nominated shall not exceed the
customer’s Peak Load Contribution.

The Nominated Value for a Direct Load Control program will be based on load research
and customer subscription. The maximum value of the program is equal to the approved
per-participant load reduction multiplied by the number of active participants, adjusted
for system losses. The per-participant impact is to be estimated at long-term average local
weather conditions at the time of the summer peak.



Customer-specific Demand Resource information (EDC account number, peak load,
notification period, etc.) will be entered into the designated PJM electronic system to
establish credit values. Additional data may be required, as defined in sections J and K.

Nominated Values shall be reviewed based on documentation of customer-specific data
and Demand Resource information, to verify the amount of load management available
and to set a maximum allowable Nominated Value. Data is provided by both the zone
EDC and the Curtailment Service Provider on templates supplied by PJM, and must
include the EDC meter number or other unique customer identifier, Peak Load
Contribution (5CP), contract firm service level or guaranteed load drop values, applicable
loss factor, zone/area location of the load drop, LSE contact information, number of
active participants, etc. Such data must be uploaded and approved prior to the first day of
the Delivery Year for such resource as a Demand Resource. Curtailment Service
Providers must provide this information concurrently to host EDCs.

For Firm Service Level and Guaranteed Load Drop customers, the 5CP values, for the
zone and affected customers, will be adjusted to reflect an “unrestricted” peak for a zone,
based on information provided by the Curtailment Service Provider. Load drop levels
shall be estimated in accordance with guidelines in the PJIM Manuals.

For Direct Load Control programs, the Curtailment Service Provider must provide
information detailing the number of active participants in each program. Other
information on approved DLC programs will be provided by PIM.

Compliance is the process utilized to review Provider performance during PJM-initiated
Demand Resource events. Compliance will be established for each Provider on an event
specific basis for the Curtailment Service Provider’s Demand Resources dispatched by
the Office of the Interconnection during such event. PJIM will establish and communicate
reasonable deadlines for the timely submittal of event data to expedite compliance
reviews. Compliance reviews will be completed as soon after the event as possible, with
the expectation that reviews of a single event will be completed within two months of the
end of the month in which the event took place. Curtailment Service Providers are
responsible for the submittal of compliance information to PJM for each PJM-initiated
event during the compliance period.

Compliance for Direct Load Control programs will consider only the transmission of the
control signal. Curtailment Service Providers are required to report the time period
(during the Demand Resource event) that the control signal was actually sent.

Compliance is checked on an individual customer basis for FSL, by comparing actual
load during the event to the firm service level. Curtailment Service Providers must
submit actual customer load levels (for the event period) for the compliance report.
Compliance for FSL will be based on:

End use customer’s current Delivery Year peak load contribution (“PLC”) minus
the metered load (“Load”) multiplied by the loss factor (“LF”). The calculation is
represented by:



(PLC) - (Load *LF)
Compliance is checked on an individual customer basis for GLD, and will be based on:

(i) the lesser of (a) comparison load used to best represent what the load would
have been if PJM did not declare a Load Management Eevent or the CSP did not_
initiate a test as outlined in the PJIM Manuals, minus the Load and then
multiplied by the LF, or (b) the PLC minus the Load multiplied by the LF. A load
reduction will only be recognized for capacity compliance if the Load multiplied

by the LF is less than the PLC.

(iii) Curtailment Service Providers must submit actual loads and comparison loads for

Management performance test, and for all hours during any other days as
required by the Office of the Interconnection to calculate the load reduction.
Comparison loads must be developed from the guidelines in the PJM Manuals,
and note which method was employed.

Compliance is averaged over the Load Management Eevent for non-interval metered

DLC programs. Compliance is averaged over the ful-hours—of-a-Load Management

compliance hour”._  The registered capacity commitment for the partial dispatch
compliance hour will be prorated based on the number of minutes dispatched during the
clock hour and as defined in the Manual. Curtailment Service Provider may submit 1
minute load data for use in capacity compliance calculations for partial dispatch
compliance hours subject to PJM approval and in accordance with the PJM Manuals
where: (a) metering meets all Tariff and Manual requirements, (b) 1 minute load data
shall be submitted to PIM for all locations on the registration, and (c) 1 minute load data
measures energy consumption over the minute.

Demand Resources may not reduce their load below zero (i.e., export energy into the
system). No compliance credit will be given for an incremental load drop below zero.
Compliance will be totaled over all FSL and GLD customers and DLC programs to
determine a net compliance position for the event for each Provider by Zone, for all
Demand Resources committed by such Provider and dispatched by the Office of the
Interconnection in the zone. Deficiencies shall be as further determined in accordance
with section 11 of Schedule DD to the PIM Tariff.

Energy Efficiency Resources

1. An Energy Efficiency Resource is a project, including installation of more
efficient devices or equipment or implementation of more efficient processes or
systems, exceeding then-current building codes, appliance standards, or other
relevant standards, designed to achieve a continuous (during peak periods as
described herein) reduction in electric energy consumption at the End-Use
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Customer’s Rretail Ssite 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.

An Energy Efficiency Resource may be offered as a Capacity Resource in the
Base Residual or Incremental Auctions for any Delivery Year beginning on or
after June 1, 2011. No later than 30 days prior to the auction in which the
resource is to be offered, the Capacity Market Seller shall submit to the Office of
the Interconnection a notice of intent to offer the resource into such auction and a
measurement and verification plan. The notice of intent shall include all pertinent
project design data, including but not limited to the peak-load contribution of
affected customers, a full description of the equipment, device, system or process
intended to achieve the load reduction, the load reduction pattern, the project
location, the project development timeline, and any other relevant data. Such
notice also shall state the seller’s proposed Nominated Energy Efficiency Value,
which shall be the expected average load reduction between the hour ending
15:00 EPT and the hour ending 18:00 EPT during all days from June 1 through
August 31, inclusive, of such Delivery Year that is not a weekend or federal
holiday. The measurement and verification plan shall describe the methods and
procedures, consistent with the PJIM Manuals, for determining the amount of the
load reduction and confirming that such reduction is achieved. The Office of the
Interconnection shall determine, upon review of such notice, the Nominated
Energy Efficiency Value that may be offered in the Reliability Pricing Model
Auction.

An Energy Efficiency Resource may be offered with a price offer or as Self-
Supply. If an Energy Efficiency Resource clears the auction, it shall receive the
applicable Capacity Resource Clearing Price, subject to section 5 below. A
Capacity Market Seller offering an Energy Efficiency Resource must comply with
all applicable credit requirements as set forth in Attachment Q to the PJM Tariff.
The Unforced Capacity value of an Energy Efficiency Resource offered into an
RPM Auction shall be the Nominated Energy Efficiency value times the DR
Factor and the Forecast Pool Requirement.

An Energy Efficiency Resource that clears an auction for a Delivery Year may be
offered in auctions for up to three additional consecutive Delivery Years, but shall
not be assured of clearing in any such auction; provided, however, an Energy
Efficiency Resource may not be offered for any Delivery Year in which any part
of the peak season is beyond the expected life of the equipment, device, system,
or process providing the expected load reduction; and provided further that a
Capacity Market Seller that offers and clears an Energy Efficiency Resource in a
BRA may elect a New Entry Price Adjustment on the same terms as set forth in
section 5.14(c) of this Attachment DD.

For every Energy Efficiency Resource clearing an RPM Auction for a Delivery
Year, the Capacity Market Seller shall submit to the Office of the Interconnection,



by no later than 30 days prior to each Auction an updated project status and
measurement and verification plan subject to the criteria set forth in the PJM
Manuals.

For every Energy Efficiency Resource clearing an RPM Auction for a Delivery
Year, the Capacity Market Seller shall submit to the Office of the Interconnection,
by no later than the start of such Delivery Year, an updated project status and
detailed measurement and verification data meeting the standards for precision
and accuracy set forth in the PJIM Manuals. The final value of the Energy
Efficiency Resource during such Delivery Year shall be as determined by the
Office of the Interconnection based on the submitted data.

The Office of the Interconnection may audit, at the Capacity Market Seller’s
expense, any Energy Efficiency Resource committed to the PJM Region. The
audit may be conducted any time including the Performance Hours of the
Delivery Year.



