
Definitions 

 

Projected Performance Assessment Intervals: 

 

“Projected Performance Assessment Intervals” shall have the meaning provided in the Reliability 

Assurance Agreement. 

 

 

Attachment DD Section 6.4 Market Seller Offer Caps 

 

 (a) The Market Seller Offer Cap, stated in dollars per MW/day of unforced capacity, 

applicable to price-quantity offers within the Base Offer Segment for an Existing Generation 

Capacity Resource shall be the Avoidable Cost Rate for such resource, less the Projected PJM 

Market Revenues for such resource, stated in dollars per MW/day of unforced capacity, 

provided, however, that the default Market Seller Offer Cap for any Capacity Performance 

Resource through the 2021/2022 Delivery Year, shall be the product of (the Net Cost of New 

Entry applicable for the Delivery Year and Locational Deliverability Area for which such 

Capacity Performance Resource is offered times the average of the Balancing Ratios in the three 

consecutive calendar years (during the Performance Assessment Intervals in such calendar years) 

that precede the Base Residual Auction for such Delivery Year), however, for the Base Residual 

Auction for the 2021/2022 Delivery Year, the Balancing Ratio used in the determination of the 

default Market Seller Offer Cap shall be 78.5 percent, and that the default Market Seller Offer 

Cap for any Capacity Performance Resource effective with the 2022/2023 Delivery Year, shall 

be the product of (1) the Non-Performance Charge Rate applicable for the Delivery Year and 

Locational Deliverability Area for which such Capacity Performance Resource is offered, (2) 

Projected Performance Assessment Intervals, and (3) average of the Balancing Ratios in the three 

Delivery Years immediately preceding the Base Residual Auction for such Delivery Year, using 

both (i) actual Balancing Ratios calculated for Performance Assessment Intervals declared for 

the entire PJM Region, and (ii) for any Delivery Year with an actual number of RTO 

Performance Assessment Intervals less than the Projected Performance Assessment Intervals, 

estimated Balancing Ratios, for the number of intervals less than the Projected Performance 

Assessment Intervals, calculated during intervals of the highest RTO peak loads that do not 

overlap a Performance Assessment Interval, and provided further that the submission of a Sell 

Offer with an Offer Price at or below the revised Market Seller Offer Cap permitted under this 

proviso shall not, in and of itself, be deemed an exercise of market power in the RPM market.  

Notwithstanding the previous sentence, a Capacity Market Seller may seek and obtain a Market 

Seller Offer Cap for a Capacity Performance Resource that exceeds the revised Market Seller 

Offer Cap permitted under the prior sentence, if it supports and obtains approval of such 

alternative offer cap pursuant to the procedures and standards of subsection (b) of this section 

6.4.  A Capacity Market Seller may not use the Capacity Performance default Market Seller 

Offer Cap, and also seek to include any one or more categories of the Avoidable Cost Rate 

defined section 6.8.  The Market Seller Offer Cap for an Existing Generation Capacity Resource 

shall be the Opportunity Cost for such resource, if applicable, as determined in accordance with 

section 6.7.  Nothing herein shall preclude any Capacity Market Seller and the Market 

Monitoring Unit from agreeing to, nor require either such entity to agree to, an alternative market 

seller offer cap determined on a mutually agreeable basis.  Any such alternative offer cap shall 



be filed with the Commission for its approval. This provision is duplicated in section II.E.3 of 

Attachment M- Appendix. 

 

 (b) For each Existing Generation Capacity Resource, a potential Capacity Market 

Seller must provide to the Market Monitoring Unit and the Office of the Interconnection data and 

documentation required under section 6.7 to establish the level of the Market Seller Offer Cap 

applicable to each resource by no later than one hundred twenty (120) days prior to the 

commencement of the offer period for the applicable RPM Auction.  The Capacity Market Seller 

must promptly address any concerns identified by the Market Monitoring Unit regarding the data 

and documentation provided, review the Market Seller Offer Cap proposed by the Market 

Monitoring Unit, and attempt to reach agreement with the Market Monitoring Unit on the level 

of the Market Seller Offer Cap by no later than ninety (90) days prior to the commencement of 

the offer period for the applicable RPM Auction.  The Capacity Market Seller shall notify the 

Market Monitoring Unit in writing, with a copy to the Office of the Interconnection, whether an 

agreement with the Market Monitoring Unit has been reached or, if no agreement has been 

reached, specifying the level of Market Seller Offer Cap to which it commits by no later than 

eighty (80) days prior to the commencement of the offer period for the applicable RPM Auction. 

The Office of the Interconnection shall review the data submitted by the Capacity Market Seller, 

make a determination whether to accept or reject the requested unit-specific Market Seller Offer 

Cap, and notify the Capacity Market Seller and the Market Monitoring Unit of its determination 

in writing, by no later than sixty-five (65) days prior to the commencement of the offer period for 

the applicable RPM Auction.  If the Market Monitoring Unit does not provide its determination 

to the Capacity Market Seller and the Office of the Interconnection by the specified deadline, by 

no later than sixty-five (65) days prior to the commencement of the offer period for the 

applicable RPM Auction the Office of the Interconnection will make the determination of the 

level of the Market Seller Offer Cap, which shall be deemed to be final.  If the Capacity Market 

Seller does not notify the Market Monitoring Unit and the Office of the Interconnection of the 

Market Seller Offer Cap it desires to utilize by no later than eighty (80) days prior to the 

commencement of the offer period for the applicable RPM Auction, it shall be required to utilize 

a Market Seller Offer Cap determined using the applicable default Avoidable Cost Rate specified 

in section 6.7(c).   

 

 (c) Nothing in this section precludes the Capacity Market Seller from filing a petition 

with FERC seeking a determination of whether the Sell Offer complies with the requirements of 

the Tariff.   

  

 (d) For any Third Incremental Auction for Delivery Years through the 2017/2018 

Delivery Year, the Market Seller Offer Cap for an Existing Generation Capacity Resource shall 

be determined pursuant to subsection (a) of this Section 6.4, or if elected by the Capacity Market 

Seller, shall be equal to 1.1 times the Capacity Resource Clearing Price in the Base Residual 

Auction for the relevant LDA and Delivery Year.  For any Third Incremental Auction for the 

2018/2019 or 2019/2020 Delivery Years, the Market Seller Offer Cap for an Existing Generation 

Capacity Resource offering as a Base Capacity resource shall be determined pursuant to 

subsection (a) of this Section 6.4, or if elected by the Capacity Market Seller, shall be equal to 

1.1 times the Capacity Resource Clearing Price in the Base Residual Auction for the relevant 

LDA and Delivery Year.  For any Third Incremental Auction for the 2018/2019 Delivery Year or 



any subsequent Delivery Year, the Market Seller Offer Cap for an Existing Generation Capacity 

Resource offering as a Capacity Performance Resource shall be determined pursuant to 

subsection (a) of this Section 6.4, or if elected by the Capacity Market Seller, shall be equal to 

the greater of the Net Cost of New Entry for the relevant LDA and Delivery Year or 1.1 times 

the Capacity Resource Clearing Price in the Base Residual Auction for the relevant LDA and 

Delivery Year. 
 

Attachment DD Section 10A. CHARGES FOR NON-PERFORMANCE AND CREDITS 

FOR PERFORMANCE 

   

 (a) For the 2018/2019 Delivery Year and any subsequent Delivery Year (and for 

certain purposes for the 2016/2017 and 2017/2018 Delivery Years as provided in subsections (h) 

and (i) hereof), each Capacity Market Seller that commits a Capacity Resource for a Delivery 

Year (whether through an RPM Auction, a bilateral transaction, or as Locational UCAP), and 

each Locational UCAP Seller that sells Locational UCAP from a Capacity Resource for a 

Delivery Year, shall be charged to the extent the performance of each of its committed Capacity 

Resources during all or any part of a clock-hour when an Emergency Action is in effect falls 

short of the expected performance of such resources (as determined herein) and the revenue from 

such charges shall be provided to Market Participants with generation or demand response 

resources that perform during such hour in excess of the level expected based on commitments 

(if any) of such resources.  

 

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

Performance Assessment Interval.  

  

 (c) For each Performance Assessment Interval, the Office of the Interconnection shall 

determine whether, and the extent to which, the actual performance of each Capacity Resource 

and Locational UCAP has fallen short of the performance expected of such committed Capacity 

Resource, and the magnitude of any such shortfall, based on the following formula: 

 

Performance Shortfall = Expected Performance - Actual Performance 

 

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

Expected Performance = 

 

for Generation Capacity Resources (including external Generation Capacity Resources 

for any Performance Assessment Interval for which performance by such external 

resource would have helped resolve a declared Emergency Action; provided, however, 

that for any Delivery Year up to and including the 2019/2020 Delivery Year, 

performance of external Generation Capacity Resources shall be assessed only during 

Performance Assessment Hours for Emergency Actions declared for the entire PJM 

Region) and Capacity Storage Resources: [(Resource Committed Capacity * the 

Balancing Ratio)]; 

 

where 

 



Resource Committed Capacity = the total megawatts of Unforced Capacity of the 

Capacity Resource committed by such Capacity Market Seller or Locational 

UCAP Seller; and 

 

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

Performance, Net Energy Imports and Demand Response Bonus Performance) / 

(All Committed Generation and Storage Capacity); provided, however, that Net 

Energy Imports shall be included in the calculation of the Balancing Ratio only 

for any Performance Assessment Interval for which performance by any external 

Generation Capacity Resource would have helped resolve the Emergency Action 

that was the subject to the Performance Assessment Hour; and provided further 

that for any Delivery Year up to and including the 2019/2020 Delivery Year, Net 

Energy Imports shall be included in the calculation of the Balancing Ratio only 

for any Performance Assessment Hour for which the Emergency Action was 

declared for the entire PJM Region; and provided further that the Balancing Ratio 

shall not exceed a value of 1.0. 

 

for purposes of which 

 

All Committed Generation and Storage Capacity = the total megawatts of 

Unforced Capacity of all Generation Capacity Resources (including external 

Generation Capacity Resources for any Performance Assessment Interval for 

which performance by such external resource would have helped resolve the 

declared Emergency Action that was the subject to the Performance Assessment 

Hour; provided, however, that for any Delivery Year up to and including the 

2019/2020 Delivery Year, performance of external Generation Capacity 

Resources shall be assessed only during Performance Assessment Hours for 

Emergency Actions declared for the entire PJM Region) and all Capacity Storage 

Resources committed by all Capacity Market Sellers, FRR Entities, Locational 

UCAP Sellers; 

 

All Actual Generation Performance and Storage Resource Performance = the total 

amount of Actual Performance for all generation resources (including external 

Generation Capacity Resources for any Performance Assessment Interval for 

which performance by such external resource would have helped resolve the 

declared Emergency Action that was the subject to the Performance Assessment 

Hour; provided, however, that for any Delivery Year up to and including the 

2019/2020 Delivery Year, performance of external Generation Capacity 

Resources shall be assessed only during Performance Assessment Hours for 

Emergency Actions declared for the entire PJM Region) and storage resources 

during the interval; 

 

Net Energy Imports = the sum of interchange transactions importing energy into 

PJM (not including those associated with external Generation Capacity Resources 

and therefore included in All Actual Generation Performance) minus the sum of 

interchange transactions exporting energy out of PJM, but not less than zero; 



 

Demand Response Bonus Performance = the sum of Bonus performance provided 

by Demand Response resources as calculated in (g) below; 

 

and for Demand Resources, Energy Efficiency Resources, and Qualifying Transmission 

Upgrades:  Resource Committed Capacity; 

 

where 

 

Resource Committed Capacity = the total megawatts of capacity committed from 

such Capacity Resource committed capacity without making any adjustment for 

the Forecast Pool Requirement 

 

and 

 

Actual Performance =  

 

for each generation  resource, the metered output of energy delivered to PJM by 

such resource plus the resource’s real-time reserve or regulation assignment, if 

any,  during the Performance Assessment Interval; 

 

for each storage resource, the metered output of energy delivered to PJM by such 

resource plus the resource’s real-time reserve or regulation assignment, if any,  

during the Performance Assessment Interval; 

 

for each Demand Resource, the demand response provided to PJM by such 

resource, plus such resource’s real-time reserve or regulation assignment, if any, 

during the Performance Assessment Interval, as established through the PJM 

demand response settlement procedure consistent with the standards specified in 

RAA, Schedule 6; 

 

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

PJM subsequent to the pre-delivery year submittal of a post-installation 

measurement and verification report; and 

 

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

Qualified Transmission Upgrade if it is in service during the Performance 

Assessment Interval, and zero if it is not in service during such Performance 

Assessment Interval.        

 

Such calculation shall encompass all resources located in the area defined by the Emergency 

Action; provided, however, that Performance Shortfall shall be calculated for external 

Generation Capacity Resources for any Performance Assessment Interval for which performance 

by such external resource would have helped resolve the declared Emergency Action that was 

the subject to the Performance Assessment Hour; provided, however, that for any Delivery Year 

up to and including the 2019/2020 Delivery Year, Performance Shortfall shall be calculated for 



external Generation Capacity Resources only during Performance Assessment Hours which the 

Emergency Action was declared for the entire PJM Region. At the start of the Delivery Year, 

PJM will inform the Capacity Market Seller of an external resource as to which Locational 

Deliverability Area it has been assigned. For purposes of this provision, Qualifying Transmission 

Upgrades shall be deemed to be located in the Locational Deliverability Area into which such 

upgrade increased the Capacity Emergency Transfer Limit, and a Qualifying Transmission 

Upgrade shall be included in calculations of Expected Performance and Actual Performance only 

if, and to the extent that, the declared Emergency Action encompasses the Locational 

Deliverability Area into which such upgrade increased the Capacity Emergency Transfer Limit.  

The Performance Shortfall shall be calculated for each Performance Assessment Interval, and 

any committed Capacity Resource for which the above calculation produces a negative number 

for a Performance Assessment Interval shall not have a Performance Shortfall for such 

Performance Assessment Interval.  For any resource that is partially committed as a Capacity 

Performance Resource and partially committed as a Base Capacity Resource, the performance of 

such resource during a Performance Assessment Interval shall first be attributed to the resource’s 

Capacity Performance Resource obligation; any performance by such resource in excess of the 

Capacity Performance Resource’s Expected Performance shall be attributed to the resource’s 

Base Capacity Resource obligation. 

 

 (d) Notwithstanding subsection (c) above, a Capacity Resource or Locational UCAP 

of a Capacity Market Seller or Locational UCAP Seller shall not be considered in the calculation 

of a Performance Shortfall for a Performance Assessment Interval to the extent such Capacity 

Resource or Locational UCAP was unavailable during such Performance Assessment Interval 

solely because the resource on which such Capacity Resource or Locational UCAP is based was 

on a Generator Planned Outage or Generator Maintenance Outage approved by the Office of the 

Interconnection, or was not scheduled to operate by the Office of the Interconnection, or was 

online but was scheduled down, by the Office of the Interconnection, based on a determination 

by the Office of the Interconnection that such scheduling action was appropriate to the security-

constrained economic dispatch of the PJM Region.  Such a resource shall be considered in the 

calculation of a Performance Shortfall if it otherwise was needed and would have been scheduled 

by the Office of the Interconnection to perform, but was not scheduled to operate, or was 

scheduled down, solely due to: (i) any operating parameter limitations submitted in the 

resource’s offer, or (ii) the seller’s submission of a market-based offer higher than its cost-based.        

 

(e) Subject to the Non-Performance Charge Limit specified in subsection (f) hereof, 

each Capacity Market Seller and Locational UCAP Seller shall be assessed a Non-Performance 

Charge for each of its Capacity Resources or Locational UCAP that has a Performance Shortfall 

for a Performance Assessment Interval based on the following formula, applied to each such 

resource:  

 

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

 

Where 

 

For Capacity Performance Resources and Seasonal Capacity Performance Resources, the 

Non-Performance Charge Rate = (Net Cost of New Entry (stated in terms of installed 



capacity) for the LDA and Delivery Year for which such calculation is performed * (the 

number of days in the Delivery Year / 30the Projected Performance Assessment Intervals) 

/ (the number of Real-Time Settlement Intervals in an hour). 

 

and for Base Capacity Resources the Non-Performance Charge Rate =  (Weighted 

Average Resource Clearing Price applicable to the resource * (the number of days in the 

Delivery Year / 30) / (the number of Real-Time Settlement Intervals in an hour) 

 

 (f) The Non-Performance Charges for each Capacity Performance Resource or 

(including Locational UCAP from such a resource) for a Delivery Year shall not exceed a Non-

Performance Charge Limit equal to 1.5 times the Net Cost of New Entry times the megawatts of 

Unforced Capacity committed by such resource times the number of days in the Delivery Year.  

All references to Net Cost of New Entry in this section 10A shall be to the Net Cost of New 

Entry for the LDA and Delivery Year for which the calculation is performed. The total Non-

Performance Charges for each Base Capacity Resource (including Locational UCAP from such a 

resource) for a Delivery Year shall not exceed a Non-Performance Charge Limit equal to the 

total payments due such Capacity Resource or Locational UCAP under Attachment DD, section 

5.14 for such Delivery Year.  The Non-Performance Charges for each Seasonal Capacity 

Performance Resource for a Delivery Year shall not exceed a Non-Performance Charge Limit 

equal to 1.5 times the Net Cost of New Entry times the megawatts of Unforced Capacity 

committed by such resource times the number of days in the season applicable to such resource.   

 

(g) Revenues collected from assessment of Non-Performance Charges for a 

Performance Assessment Interval shall be distributed to each Market Participant, whether or not 

such Market Participant committed a Capacity Resource or Locational UCAP for a Performance 

Assessment Interval, that provided energy or load reductions above the levels expected for such 

resource during such hour.  For purposes of this provision, the performance expected of a 

resource, and the revenue distribution payment, if any, for a resource, shall be determined in 

accordance with the following formulae: 

 

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

Performance 

 

And 

 

Formula 2:  Performance Payment = (Market Participant Bonus Performance / All Market 

Participants Bonus Performance) * Non-Performance Charge Revenues.    

 

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

 

Actual Performance is as defined in subsection (c), provided, however, that Actual 

Performance for purposes of this calculation shall not exceed the megawatt level at which 

such resource was scheduled by the Office of the Interconnection during the Performance 

Assessment Intervals; and provided further that Actual Performance for a Market 

Participant that imports energy into the PJM Region during such Performance 

Assessment Interval shall be the net import, if any, from all interchange transactions 



scheduled by such Market Participant during such Performance Assessment Interval; 

 

Expected Performance is as defined in subsection (c), provided, however, that for 

purposes of this calculation, Expected Performance shall be zero for any resource that is 

not a Capacity Resource or Locational UCAP, or that is a Capacity Resource or 

Locational UCAP, but for which the Performance Assessment Interval occurs outside the 

resource’s capacity obligation period, including, without limitation, a Base Capacity 

Demand Resource providing demand response during non-summer months; and 

 

All Market Participants Bonus Performance is the sum of the results of calculating 

Formula 1 of this subsection (g) for all Market Participants that have Bonus Performance 

during such Performance Assessment Interval. 

 

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

Year, provided that: 

 

(i) Non-Performance Charges shall be determined solely for and assessed 

solely on, Capacity Performance Resources committed for such Delivery 

Year;  

(ii) The Non-Performance Charge shall be 0.5 times the Non-Performance 

Charge calculated under subsection (e) hereof; and 

(iii) The Non-Performance Charge Limit for a Delivery Year shall be 0.75 

times Net Cost of New Entry times the megawatts of Unforced Capacity 

committed by such resource times 365. 

 

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

Year, provided that: 

 

(i) Non-Performance Charges shall be determined solely for, and assessed 

solely on, Capacity Performance Resources committed for such Delivery 

Year;  

(ii) The Non-Performance Charge shall be 0.6 times the Non-Performance 

Charge calculated under subsection (e) hereof; and 

(iii) The Non-Performance Charge Limit for a Delivery Year shall be 0.9 times 

Net Cost of New Entry times the megawatts of Unforced Capacity 

committed by such resource times 365.  

  

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

Performance Assessment Intervals within three calendar months after the calendar month that 

included such Performance Assessment Intervals, provided, for any Non-Performance Charge, 

the amount shall be divided by the number of months remaining in the Delivery Year for which 

no invoice has been issued, and the resulting amount shall be invoiced each such remaining 

month in the Delivery Year or during the first month of the next Delivery Year if three months do 

not remain in the current Delivery Year. 

 


