For Presentation to FRMSTF at November 21, 2019 Meeting
Proposed Revisions to Tariff, Att. DD

4, GENERAL PROVISIONS
4.1  Capacity Market Sellers

Only Capacity Market Sellers shall be eligible to submit Sell Offers into the Base Residual
Auction and Incremental Auctions. Capacity Market Sellers shall comply with the terms and
conditions of all Sell Offers, as established by the Office of the Interconnection in accordance
with this Attachment DD, Tariff, Attachment M, Tariff, Attachment M - Appendix and the
Operating Agreement.

4.2 Capacity Market Buyers

Only Capacity Market Buyers shall be eligible to submit Buy Bids into an Incremental Auction.
Capacity Market Buyers shall comply with the terms and conditions of all Buy Bids, as
established by the Office of the Interconnection in accordance with this Attachment DD, Tariff,
Attachment M, Tariff, Attachment M - Appendix and the Operating Agreement.

43  Agents

A Capacity Market Seller may participate in a Base Residual Auction or Incremental Auction
through an Agent, provided that the Capacity Market Seller informs the Office of the
Interconnection in advance in writing of the appointment and authority of such Agent. A
Capacity Market Buyer may participate in an Incremental Auction through an Agent, provided
that the Capacity Market Buyer informs the Office of the Interconnection in advance in writing
of the appointment and authority of such Agent. A Capacity Market Buyer or Capacity Market
Seller participating in such an auction through an Agent shall be bound by all of the acts or
representations of such Agent with respect to transactions in such auction. Any written
instrument establishing the authority of such Agent shall provide that any such Agent shall
comply with the requirements of this Attachment DD and the Operating Agreement.

4.4  General Obligations of Capacity Market Buyers and Capacity Market Sellers

Each Capacity Market Buyer and Capacity Market Seller shall comply with all laws and
regulations applicable to the operation of the Base Residual and Incremental Auctions and the
use of these auctions shall comply with all applicable provisions of this Attachment DD, Tariff,
Attachment M, Tariff, Attachment M - Appendix, Tariff, Attachment Q, the Operating
Agreement, and the Reliability Assurance Agreement, Tariff, Attachment K-Appendix, section
1.4 and the parallel provisions of Operating Agreement, Schedule 1, section 1.4, and all
procedures and requirements for the conduct of the Base Residual and Incremental Auctions and
the PJM Region established by the Office of the Interconnection in accordance with the
foregoing.

45  Confidentiality

The following information submitted to the Office of the Interconnection in connection with any
Base Residual Auction, Incremental Auction, Reliability Backstop Auction, or Capacity
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Performance Transition Incremental Auction shall be deemed confidential information for
purposes of Operating Agreement, sSection 18.17-efthe-Operating-Agreement, Tariff,
Attachment M and Tariff, Attachment M - Appendix: (i) the terms and conditions of the Sell
Offers and Buy Bids; and (ii) the terms and conditions of any bilateral transactions for Capacity
Resources.

4.6  Bilateral Capacity Transactions

@ Unit-Specific Internal Capacity Bilateral Transaction Transferring All Rights and
Obligations (“Section 4.6(a) Bilateral”).

0] Market Participants may enter into unit-specific internal bilateral capacity
contracts for the purchase and sale of title and rights to a specified amount of installed capacity
from a specific generating unit or units. Such bilateral capacity contracts shall be for the transfer
of rights to capacity to and from a Market Participant and shall be reported to the Office of the
Interconnection in accordance with this Attachment DD and the Office of the Interconnection’s
rules related to its eRPM tools.

(i) For purposes of clarity, with respect to all Section 4.6(a) Bilateral
transactions, the rights to, and obligations regarding, the capacity that is the subject of the
transaction shall pass to the buyer under the contract at the location of the unit and further
transactions and rights and obligations associated with such capacity shall be the responsibility
of the buyer under the contract. Such obligations include any charges, including penalty charges,
relating to the capacity under this Attachment DD. In no event shall the purchase and sale of the
rights to capacity pursuant to a Section 4.6(a) Bilateral constitute a transaction with the Office of
the Interconnection or PIMSettlement or a transaction in any auction under this Attachment DD.

(i) All payments and related charges associated with a Section 4.6(a) Bilateral
shall be arranged between the parties to the transaction and shall not be billed or settled by the
Office of the Interconnection or PIMSettlement. The Office of the Interconnection,
PJMSettlement, and the Members will not assume financial responsibility for the failure of a
party to perform obligations owed to the other party under a Section 4.6(a) Bilateral reported to
the Office of the Interconnection under this Attachment DD.

(iv)  With respect to capacity that is the subject of a Section 4.6(a) Bilateral that
has cleared an auction under this Attachment DD prior to a transfer, the buyer of the cleared
capacity shall be considered in the Delivery Year the party to a transaction with PJIMSettlement
as Counterparty for the cleared capacity at the Capacity Resource Clearing Price published for
the applicable auction.

(V) A buyer under a Section 4.6(a) Bilateral contract shall pay any penalties or
charges associated with the capacity transferred under the contract. To the extent the capacity
that is the subject of a Section 4.6(a) Bilateral contract has cleared an auction under this
Attachment DD prior to a transfer, then the seller under the contract also shall guarantee and
indemnify the Office of the Interconnection, PIMSettlement, and the Members for the buyer’s
obligation to pay any penalties or charges associated with the capacity and for which payment is
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not made to PJMSettlement by the buyer as determined by the Office of the Interconnection. All
claims regarding a default of a buyer to a seller under a Section 4.6(a) Bilateral contract shall be
resolved solely between the buyer and the seller.

(vi)  To the extent the capacity that is the subject of the Section 4.6(a) Bilateral
transaction already has cleared an auction under this Attachment DD, such bilateral capacity
transactions shall be subject to the prior consent of the Office of the Interconnection and its
determination that sufficient credit is in place for the buyer with respect to the credit exposure
associated with such obligations.

(b) Bilateral Capacity Transaction Transferring Title to Capacity But Not
Transferring Performance Obligations (“Section 4.6(b) Bilateral™).

0] Market Participants may enter into bilateral capacity transactions for the
purchase and sale of a specified megawatt quantity of capacity that has cleared an auction
pursuant to this Attachment DD. The parties to a Section 4.6(b) Bilateral transaction shall
identify (1) each unit from which the transferred megawatts are being sold, and (2) the auction in
which the transferred megawatts cleared. Such bilateral capacity transactions shall transfer title
and all rights with respect to capacity and shall be reported to the Office of the Interconnection
on an annual basis prior to each Delivery Year in accordance with this Attachment DD and
pursuant to the Office of the Interconnection’s rules related to its eRPM tools. Reported
transactions with respect to a unit will be accepted by the Office of the Interconnection only to
the extent that the total of all bilateral sales from the reported unit (including Section 4.6(a)
Bilaterals, Section 4.6(b) Bilaterals, and Locational UCAP bilaterals) do not exceed the unit’s
cleared unforced capacity.

(i) For purposes of clarity, with respect to all Section 4.6(b) Bilateral
transactions, the rights to the capacity shall pass to the buyer at the location of the unit(s)
specified in the reported transaction. In no event shall the purchase and sale of the rights to
capacity pursuant to a Section 4.6(b) Bilateral constitute a transaction with PJIMSettlement or the
Office of the Interconnection or a transaction in any auction under this Attachment DD.

(i) With respect to a Section 4.6(b) Bilateral, the buyer of the cleared capacity
shall be considered in the Delivery Year the party to a transaction with PJIMSettlement as
Coutnerparty for the cleared capacity at the Capacity Resource Clearing Price published for the
applicable auction; provided, however, with respect to all Section 4.6(b) Bilateral transactions,
such transactions do not effect a novation of the seller’s obligations to make RPM capacity
available to PJM pursuant to the terms and conditions originally agreed to by the seller; provided
further, however, the buyer shall indemnify PJMSettlement, the LLC, and the Members for any
failure by a seller under a Section 4.6(b) Bilateral to meet any resulting obligations, including the
obligation to pay deficiency penalties and charges owed to PJMSettlement, associated with the
capacity.

(iv)  All payments and related charges associated with a Section 4.6(b)

Bilateral shall be arranged between the parties to the contract and shall not be billed or settled by
the Office of the Interconnection or PIMSettlement. The Office of the Interconnection,
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PJMSettlement, and the Members will not assume financial responsibility for the failure of a
party to perform obligations owed to the other party under a Section 4.6(b) Bilateral capacity
contract reported to the Office of the Interconnection under this Attachment DD.

(V) All claims regarding a default of a buyer to a seller under a Section 4.6(b)
Bilateral shall be resolved solely between the buyer and the seller.

(© Locational UCAP Bilateral Transactions Between Capacity Sellers.

Q) Market Participants may enter into Locational UCAP bilateral transactions
which shall be reported to the Office of the Interconnection in accordance with this Attachment
DD and the LLC’s rules related to its eRPM tools.

(i) For purposes of clarity, with respect to all Locational UCAP bilateral
transactions, the rights to the Locational UCAP that are the subject of the Locational UCAP
bilateral transaction shall pass to the buyer under the Locational UCAP bilateral contract subject
to the provisions of Tariff, Attachment DD, section 5.3A. In no event, shall the purchase and
sale of Locational UCAP pursuant to a Locational UCAP bilateral transaction constitute a
transaction with the Office of the Interconnection or PJMSettlement, or a transaction in any
auction under this Attachment DD.

(i) A Locational UCAP Seller shall have the obligation to make the capacity
available to PIJM in the same manner as capacity that has cleared an auction under this
Attachment DD and the Locational UCAP Seller shall have all obligations for charges and
penalties associated with the capacity that is the subject of the Locational UCAP bilateral
contract; provided, however, the buyer shall indemnify PJMSettlement, the LLC, and the
Members for any failure by a seller to meet any resulting obligations, including the obligation to
pay deficiency penalties and charges owed to PIMSettlement, associated with the capacity. All
claims regarding a default of a buyer to a seller under a Locational UCAP bilateral contract shall
be resolved solely between the buyer and the seller.

(iv)  All payments and related charges for the Locational UCAP associated
with a Locational UCAP bilateral contract shall be arranged between the parties to such bilateral
contract and shall not be billed or settled by the Office of the Interconnection or PJMSettlement.
The LLC, PJMSettlement, and the Members will not assume financial responsibility for the
failure of a party to perform obligations owed to the other party under a Locational UCAP
bilateral contract reported to the Office of the Interconnection under this Attachment DD.

(d) The bilateral transactions provided for in this section 4.6 shall be for the physical
transfer of capacity to or from a Market Participant and shall be reported to and coordinated with
the Office of the Interconnection in accordance with this Attachment DD and pursuant to the
Office of the Interconnection’s rules relating to its eRPM tools. Bilateral transactions that do not
contemplate the physical transfer of capacity to and from a Market Participant are not subject to
this Attachment DD and shall not be reported to and coordinated with the Office of the
Interconnection.
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