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é/ Manual 15 Discussion

— Robust discussion at the Special Session on September 13, 2016

— PJM modified the language where appropriate for clarification and
discussed at the October 5, 2016 MIC

— Some of the items were addressed in the filing response to FERC
Answer of PJM to Protests and Comments

— Today we are here for to endorse the Manual 15 language. This
language assumes the Tariff language as filed is approved.
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= Y Not in Manual 15 changes

When to address?

VOM, ACR, Maintenance Costs After MIC vote on Fuel Cost Policy
Language

Penalty Application & Examples Filing Response & FAQ’s

Reject & Revocation Language Filing Response & FAQ'’s

Cost-based Offer (least cost fuel) Filing Response

Penalty Disagreement (MMU & PJM) Filing Response
Non-Zero Offers (Markets Gateway) Implementation Detail/Training
Cost-based Offer Best Practices FAQ’s
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2 Manual 15 changes

When to address?

Effective Dates Fuel Cost Policy 2.3.1 and FAQ’s

Five Day Flexibility (Data Requests) 2.3.1 and FAQ’s

Replacement Cost FAQ'’s

Immature Units FAQ’s

Pseudo Tied Units FAQ’s & External Capacity Checklist
Inaccurate Cost Based Schedule FAQ'’s

Confirmation Annual Process 2.3.1 and FAQ'’s

FCP Transition FAQ’s and Training
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20Mm Areas of Discussion

o . *
Administrative Cha.n Je Tariff Revisions
Updates (version 28) (version 29)
« Capitalization e 1.8 Undefined Cost  Standards
e Abbreviations Submission and * Requirements
« Dashes Approval Process Penalty Structure
. References * 2.3 Fuel Cost Policy . Guidelines

o 2.3.1 Fuel Cost Policy
Submission process

 Process and Deadlines
» Consequences

* Roles related to Fuel
Cost Policies

7.6 Pumped Hydro
8 Demand Side
11 Energy Storage

*Board Approval October 18, 2016 *Dependent on FERC Approval

5 |
°
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= Y Manual 15 — Status and Next Steps

« Manual 15 (v28)
— Biennial changes
— MIC, MRC, MC endorsement in September
— Board review for approval - October 17%
 Manual 15 (v29) pending FERC response
— Fuel Cost Policy Process related to Hourly Offers filing
— MIC working session in October, First Read MRC October
— MIC, MRC, and MC endorsement in November
— Board review and approval - December 5t
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é/ Section 1.8

1.8 Undefined Cost or Methodology &Hd—A—BBFG#&I—PI‘—G%@SS—— Submlssmn and Approval Process

A %M—MembeeMarket Seller WhICh seeks

: = approval of any cost or methodoloqv
that IS not specifically permltted by the %—MJ&H#——%—M—@B@F&HHQ—AQ%@GFHGH{—GHNS Manual shall submit a
request to PJM and the PIdM-Market-Menitering-Unit{MMU} for consideration and determination along with
documentation supporting its request-exceptas-otherwise specified-herein.

After receipt of such a request,

M
\J
Noatarmin LON N \AM/Nathe aYaVlldaYallla [TaTa aa aYill a¥a\V.V/a aYalaYaVda a¥la a han fiftaan aYala a
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a a¥a aYaall 3-. a¥a aYallla Na B 11/ \Namhe aTala a¥aWl ® \ViE\Vi1ViIHEaYaldaYaWala ---nnn nnn a¥a

Fequest—theFew&est—shaH—bedeemeel—te—le&aeeFeveel—PJM and the MMU will review the request and PJM will
notify the member-Market Seller and MMU whether the request is approved no later than thirty (30) calendar
days after submission of the request.

NAa D IN maomhe ala Na D INA NN/ NN atarmin [TaYala a¥a aYalllla N D IN maomihe an
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mMmaoamine an N O ) 1N N aldla Notarmin TaYa M Na L INI NN/ N alYadaYa a N a aYalllla alallaa
w w \J \J LA v \J A LA \.J \J V \e? w \J A w A U/ LA w w
Nrovide NN a N aYa Bl N tThao D IN NN/ hin ANe aVala a a aYaa a¥a a¥a aYalBla a¥l DIV
N1 U A LA \J NJ \J w A U \J \J LA A U/ ACAY U AN ./ A U/ \J
aYl Nroce N NA ratarran to 1N -1thn \ViEaYa ha “C o NA NMaoathooaoloo NA-_ANNro Bl daYala "
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= Y Section 1.8 Examples

 Examples for when a Market Seller can use Section 1.8 of Manual 15:

— Regulation cost, in section 2.8, the manual specifies the heat loss factor
rate may not exceed 0.35% of the top Regulation load MW heat rate
value,

— Cost increase in VOM In section 2.8 (Regulation) states max values for
each unit type,

— Opportunity Cost Adder, using an alternative method
— Section 8.1 Demand Resource shutdown costs (other than zero)

*If a cost, adders or process is contained in your Fuel Cost Policy the expectation would be to
change your Fuel Cost Policy using the outside the annual review process in Section 2.3.1
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2 Fuel Cost Policy — Section 2.3

2.3 Fuel Cost Policies and Guidelines

Allpy-UnitOwner Market Sellers who submit a non-zero cost-based offer must have submita PJM approved
Fuel Cost Policy in accordance Wlth sectlon 2. 3 1 |n thls manual. te-the PIM-MMU-pursuanttothe Cost

, , —The Fuel Cost Policy will be submitted in
MIRA, or other system(s) made avallable for subm|SS|on of such data. Submission to MIRA, or other system

(s) made available is considered submission to PJM and the MMU. -from-which-it-will be- forwarded-to RPIM
by the MMU.
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é/ Section 2.3.1

2.3.1 Submission of and/or Modifications to Fuel Cost Policies

On an annual basis, all Market Sellers will be required to either submit an updated Fuel Cost
Policy that complies with all applicable provisions of Operating Agreement, Schedule 2 and this
manual, or confirm that their currently effective Fuel Cost Policy still conforms to all applicable
provisions thereof, pursuant to the procedures and deadlines specified in this manual. Market
Sellers must submit such information to PJM and the MMU by no later than June 15 of each
year. PJM shall notify the Market Seller in writing, with a copy to the MMU, whether the updated
Fuel Cost Policy is approved or rejected by no later than November 1. All approved Fuel Cost
Policies will have an effective date and will be in effect until superseded or revoked. PJM shall
notify the Market Seller as to the effective date of the approved Fuel Cost Policy.
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é/ Section 2.3.1

2.3.1 Submission of and/or Modifications to Fuel Cost Policies (Cont’d)

PJM and the MMU will jointly review any policy submitted for an annual review along with the
supporting documentation. Market Sellers shall have five (5) Business Days to provide
additional documentation or information on any request from PJM or the MMU. If the Market
Seller does not believe it can provide the information within (5) Business Day timeframe, it can
request an alternative deadline for submission of the data from PJM no later than four (4)
Business Days from the date of the PJM or the MMU'’s request for the additional data, and if
PJM consents to extend the deadline. PIM will advise the Market Seller and the MMU of the
new deadline. The MMU shall inform PJM of such request at the time it is made. Failure to
meet a data request deadline may result in PJM rejecting the policy. If PIJM rejects a Market
Seller’s updated Fuel Cost Policy, PJM must include an explanation for why the Fuel Cost
Policy was rejected in its written notification and will establish a deadline for all required
updates to the policy. If the current policy under review is rejected, the Market Seller will
continue to use the previously approved Fuel Cost Policy; unless a previously approved policy
does not exist in which case, a penalty will be assessed as described in PIM’s Operating
Agreement Schedule 2.
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é/ Section 2.3.1

2.3.1 Submission of and/or Modifications to Fuel Cost Policies (Cont’'d)
Fuel cost policy updates may also be submitted outside of the annual review period:

 |f a Market Seller has an approved Fuel Cost Policy currently in place and needs to alter it
In order to conform it to the provisions of this Manual or any applicable provisions of PIJM’s
governing documents,

e |f any action by a governmental or requlatory agency external to a Market Seller results in
a heed for the Market Seller to change its method of fuel cost calculation,

 |fthere are any material changes to Fuel Cost Policy,

e |f PJM requests a Market Seller to submit an updated Fuel Cost Policy the Market Seller
shall provide the updated policy to PJM and the MMU within five (5) Business Days or an
alternative deadline agreed to by PJM, or

e The Market Seller will be offering a new resource into PJM’s enerqy markets that does not
have an existing Fuel Cost Policy.
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é/ Section 2.3.1

2.3.1 Submission of and/or Modifications to Fuel Cost Policies (Cont’d)

The Market Seller shall notify PIM and the MMU that an update to an existing Fuel Cost Policy
or the need for a Fuel Cost Policy for a new resource is required at the earliest possible
opportunity. For existing resources, the Market Seller’s previously approved Fuel Cost Policy
will be used for making cost-based offers while the requested update or new policy is under
evaluation, unless a previously approved policy does not exist for a resource that is not new to
PJM’s markets in which case a penalty will be assessed as described in PIM’s Operating
Agreement Schedule 2.
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é/ | Section 2.3.1

2.3.1 Submission of and/or Modifications to Fuel Cost Policies (Cont’d)

PJM and the MMU will have an initial 30 Business Days for review of a policy submitted outside the
annual review period. Market Sellers shall have five (5) Business Days or an alternative deadline
agreed to by PJM, to provide additional documentation or information on any request from PJM or the
MMU. If the Market Seller does not believe it can provide the information within (5) Business Day
timeframe, it can request an alternative deadline for submission of the data from PJM no later than
four (4) Business Days from the date of the PJM or the MMU'’s request for the additional data, and if
PJM consents to extend the deadline. PJM will advise the Market Seller and the MMU of the new
deadline. The MMU shall inform PJM of such request at the time it is made. Failure to meet a data
request deadline may result in PJM rejection of the policy. If additional documentation or information
has been requested by PJM or the MMU, PJM has five (5) Business Days after the deadline for the
Market Seller submittal of such additional information or documentation to notify the Market Seller
and MMU of its approval or rejection of the Fuel Cost Policy. If PIM rejects a Market Seller’s updated
Fuel Cost Policy, PIM must include an explanation for why the Fuel Cost Policy was rejected in its
written notification and provide a deadline for providing any additional information or documentation
to seek approval of updates to the policy. All approved Fuel Cost Policies will have an effective date
Indicated by PJM in its written notification to the Market Seller and MMU and will be in effect until
superseded or revoked.
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é/ Section 2.3.1

2.3.1 Submission of and/or Modifications to Fuel Cost Policies (Cont’'d)

If PJM revokes a Market Seller’'s approved Fuel Cost Policy, the Market Seller must
Immediately submit an updated Fuel Cost Policy to PJM and the MMU for evaluation. The
review process for Fuel Cost Policies submitted outside the annual review period will be
followed. Market Sellers with a revoked Fuel Cost Policy are not allowed to submit non-zero
cost-based offers into the PJM energy markets and will be assessed a penalty as described In
PJM’s Operating Agreement Schedule 2.
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é/ Section 2.3.7

2.3.7 Engineering Judgement in Fuel Cost Calculations

A Market Seller may apply engineering judgement to manufacturer’s data,
operating data or the results of start and run tests in order to derive the
components of the total fuel cost. A record of the results of these
determinations shall be kept on file by each Market Seller for use as a single,
consistent basis for scheduling, operating, and accounting applications. These
records shall be made available to PJM and the MMU upon request.
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= Y Manual 15 - summary of changes

. 1.8 - Undefined Cost or Methodology - Submission and Approval Process - New rewrite for PJM and MMU process and only for exceptions not Fuel Cost Policies
. 2.3 Fuel Cost Policies and Guidelines - PJM approved, everyone must have a FCP

. 2.3.1 Submission of and/or Modifications to Fuel Cost Policies - Annual process, Update FCP, Non Annual, Reject, Revoke, No policy

. 2.3.2 Fuel Cost Calculation - Using actual Fuel Cost data to determine if a FCP change is required, Method only changeable via 2.3.1 (used to be 1.8)

. 2.3.5 Emissions Allowances - Fuel Cost Policy changes pursuant to 2.3.1

. 2.3.7 Engineering Judgement in Fuel Cost Calculations -New Section to add in for new units or other situations where it allows for engineering judgement

. 2.5.2 No-Load Fuel - In accordance with currently approved FCP

. 2.5.3 No Load Calculation - PIJIM and MMU and FCP and Section 2.3.1
. 2.6 Variable Maintenance Cost — PJM and MMU and Section 2.3.1

. 2.6.3 Incremental Adjustment Parameter- Stopped at previously approved. (removed pursuant to Cost Methodology and Approval Process). Added these records
shall be made available to PJM or the MMU upon request

. 3.6.1 Configuration Addition Maintenance Adder - PJM and the MMU and Section 2.3.1

. 4.6.1 Configuration Addition Maintenance Adder - PJM and the MMU and Section 2.3.1

. 5.6.1 Combined Cycle / CT Long Term Service Contract Cost Recovery - PJM and the MMU and Section 2.3.1

. 5.6.2 Long Term Maintenance Expenses- Previously evaluated and approved (removed by the MMU)

. 6.6 Maintenance Cost- Previously evaluated and approved (removed by the MMU)

. 6.6.2 Combustion Turbine Long Term Service Contract Cost Recovery - PJM and the MMU and Section 2.3.1

. 7.3 Fuel Cost - PJM and the MMU and Section 2.3.1

. 8.1 Demand Resource (DR) Cost to Provide Synchronous Reserves — Removed Cost Methodology and Approval Process, Section 1.8
. 9.3 Fuel Cost - PJM and the MMU and Section 2.3.1

. 11.8 Regulation Cost (for Energy Storage resources) - PJM and the MMU and Section 2.3.1

. 12.1 Opportunity Cost Policy - PIM and the MMU, still used Section 1.8 but changed reference to just 1.8

. 12.3 Calculation Method Options: Two Methodologies for calculating Opportunity Cost - PJM and the MMU, still used Section 1.8 but changed reference to just 1.8
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