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2.6A Interface Prices.

PJM The Office of the Interconnection shall from time to time, as appropriate, define and 
revise Interface Pricing Points for purposes of calculating LMPs for energy exports to or energy 
imports from external balancing authority areas.  Such Interface Pricing Points may represent 
external balancing authority areas, aggregates of external balancing authority areas, or portions 
of any external balancing authority area.  Subject to the terms of this section 2.6A, PJM may 
define Interface Pricing Points and interface pricing methods for a sub-area of a balancing 
authority area different from the pricing points and interface pricing methods applicable to the 
adjacent balancing authority area where the sub-area is located, and no action of the balancing 
authority area or any entity whose transactions do not source and/or sink within the sub-area 
shall affect the pricing points or interface pricing methods established for such sub-area. 
Definitions of Interface Pricing Points and price calculation methodologies may vary, depending 
on such factors as whether an external balancing authority area operates an organized electric 
market with locational pricing, whether the external balancing authority has entered an 
interregional congestion management agreement with PJM, and the availability of data from the 
external balancing authority area on such relevant items as unit costs, run status, and output.  
PJM shall negotiate in good faith with any external balancing authority that seeks to enter into an 
interregional congestion management agreement with PJM, and will file such agreement, upon 
execution, with the Commission.  In the event PJM and an external balancing authority do not 
reach a mutually acceptable agreement, the external balancing authority may request, and PJM 
shall file with the Commission within 90 days after such request, an unexecuted congestion 
management agreement for such balancing authority. Nothing herein precludes PJM from 
entering into agreements with External Resource owners for the Dynamic Transfer of such 
resources, as contemplated by Operating Agreement, Schedule 1, section 1.12 and the parallel 
provisions of Tariff, Attachment K-Appendix, section 1.12, at prices determined in accordance 
with such agreements.  Acceptable pricing point definitions and pricing methodologies include, 
but are not limited to, the following:

(a) External Balancing Authority Areas that are Part of Larger Centrally Dispatched 
Organizations.  PJM The Office of the Interconnection shall determine a set of nodes external to 
the PJM system representing an external balancing authority area or set of balancing authority 
areas via flow analysis, utilizing standard power flow analysis tools, of the impact of transactions 
from the balancing authority area or areas on the transmission facilities connecting PJM with 
such external area(s).  PJM The Office of the Interconnection shall then weight the contribution 
of each identified node to the calculation of the interface price. For each Interface Pricing Point, 
a set of Tie Linesnodes will be defined and each node in the interface definition will be assigned 
to a Tie Line.  PJM The Office of the Interconnection shall utilize the sensitivity of the Tie 
Linesnodes to an injection at each external nodal pricing point to weight the node associated with 
that Tie Line in the Interface Pricing Point calculation, as more fully described in the PJM 
Manuals. 

Nothing herein precludes the Office of the Interconnection from entering into agreements 
with External Resource owners for the Dynamic Transfer of such resources, as contemplated by 
Operating Agreement, Schedule 1, section 1.12 and the parallel provisions of Tariff, Attachment 
K-Appendix, section 1.12, at prices determined in accordance with such agreements. (b)
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External Areas that are Not Part of Larger Centrally Dispatched Organizations.  PJM may 
define pricing points aggregating multiple directly or non-directly connected external balancing 
authority areas that are not part of larger centrally dispatched organizations.  Prices at such points 
representing aggregated balancing authority areas shall be determined as described in subsection 
(a) above; provided, however, that PJM shall define Interface Pricing Points corresponding to 
individual, directly connected balancing authority areas, and establish alternative pricing 
methodologies for use as to such areas, to the extent that necessary supporting data is provided 
from the external area, as follows:

(1) PJM will define an Interface Pricing Point corresponding to a directly connected 
individual external balancing authority area or sub-area within a directly connected balancing 
authority area and determine prices in accordance with High-Low Pricing, as defined in section 
(A) below, if the balancing authority area or sub-area within the balancing authority area 
provides the data described in section (B) below.

(A) Under High-Low Pricing, the price for imports of energy to PJM from the 
external balancing authority area shall equal the LMP calculated by PJM at the generator bus in 
such area with an output greater than 0 MW that has the lowest price in such area; and the price 
for exports of energy from PJM to the external balancing authority area shall equal the price at 
the generator bus in such area with an output greater than 0 MW that has the highest price in 
such area, updated every 5 minutes in the real time market and calculated for each hour in the 
Day-Ahead market, to the extent and for the periods that the information described below is 
provided.

(B)   Such pricing point and pricing methodology shall be provided only to the extent 
the external balancing authority area or sub-area provides or causes to be provided to PJM real-
time telemetered load, generation and similar data for such area or sub-area demonstrating that 
the transaction receiving such pricing sources, or sinks as appropriate, in such area or sub-area.  
Such data shall be of the type and in the form specified in the PJM Manuals.  If such data is 
provided, any transaction, regardless of participant, sourcing or sinking in such area will be 
priced in accordance with section (A) above.  During any hour in which any entity makes any 
purchases from other external areas outside of such area or sub-area (other than delivery of 
external designated Network Resources or such other exceptions specifically documented for 
such area or sub-area in the PJM Manuals) at the same time that energy sales into PJM are being 
made, or purchases energy from PJM for delivery into such area or sub-area while sales from 
such area to other external areas are simultaneously implemented (subject to any exceptions 
specifically documented for such area or sub-area in the PJM Manuals), pricing will revert to the 
applicable import or export pricing point that would otherwise be assigned to such external area 
or sub-area.  

(2) PJM will define an Interface Pricing Point corresponding to an individual external 
balancing authority area or sub-area within a directly connected balancing authority area and 
determine prices in accordance with Marginal Cost Proxy Pricing, as defined in section (A) 
below, if the balancing authority area or sub-area within a directly connected balancing authority 
area provides, in addition to the data specified in section (1)(B) above, the data described in 
section (B) below provided, however, that such pricing methodology shall terminate, and pricing 
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shall be governed by the methodology described in subsection (a) or (b)(1) above, as applicable, 
on January 31, 2010 for any external balancing authority area that has not executed an 
interregional congestion management agreement with the Office of the Interconnection prior to 
January 31, 2010.

 Under Marginal Cost Proxy Pricing, PJM shall compare the individual bus LMP for each 
generator in the PJM model in the directly connected balancing authority area or sub-area having 
a telemetered output greater than zero MW to the marginal cost for that generator.  

In real time, during each 5-minute calculation of LMPs for the PJM Region, PJM shall 
calculate the energy price for imports to PJM from such area or sub-area as the lowest LMP of 
any generator bus in such area or sub-area with an output greater than 0 MW that has an LMP 
less than its marginal cost for such 5-minute interval.  If no generator with an output greater than 
0 MW has an LMP less than its marginal cost, then the import price shall be the average of the 
bus LMPs for the set of generators in such area with an output greater than 0 MW that PJM 
determines to be the marginal units in that area for that 5-minute interval.  PJM shall determine 
the set of marginal units in the external area by summing the output of the units serving load in 
that area in ascending order of the units’ marginal costs until such sum equals the real time load 
in such external area.  Units in the external area with marginal costs at or above that of the last 
unit included in the sum shall be the marginal units for that area for that interval.

PJM similarly shall calculate the energy price for exports from PJM to such area or sub-
area as the highest LMP of any generator bus in such area or sub-area with an output greater than 
0 MW that has an LMP greater than its marginal cost for such 5-minute interval.   If no generator 
with an output greater than 0 MW has an LMP greater than its marginal cost, then the export 
price shall be the  average of the bus LMPs for the set of generators with an output greater than 0 
MW that PJM determines to be the marginal units in such area for that 5-minute interval, as 
described above.

Locational interface prices in the Day-ahead Energy Market shall be calculated in the 
same manner as set forth above for the Real-time Energy Market, except that such prices will be 
determined on an hourly basis, utilizing information regarding whether each unit in such area is 
scheduled to run for each hour of the following day, provided as specified in subsection (B) 
below.

(B)   Such pricing point and pricing methodology shall be provided only to the extent 
the external balancing authority area or sub-area provides or causes to be provided to PJM (i) 
unit-specific, real time telemetered output data for each unit in the PJM network model in such 
area or sub-area; (ii) unit-specific marginal cost data for each unit in the PJM network model in 
such area or sub-area, prepared in accordance with the PJM Manuals and subject to the same 
review of the Market Monitoring Unit as any such cost data for internal PJM units; and (iii) a 
day-ahead indication for each unit in such area or sub-area as to whether that unit is scheduled to 
run for each hour of the following day.  During any hour in which any entity makes any 
purchases from other external areas outside of such area or sub-area (other than delivery of 
external designated Network Resources or such other exceptions specifically documented for 
such area or sub-area in the PJM Manuals) at the same time that energy sales into PJM are being 
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made, or purchases energy from PJM for delivery into such area or sub-area while sales from 
such area to other external areas are simultaneously implemented (subject to any exceptions 
specifically documented for such area or sub-area in the PJM Manuals), pricing will revert to the 
applicable import or export pricing point that would otherwise be assigned to such external area 
or sub-area.

(C) PJM shall post the individual generator bus LMPs in the directly connected 
external control areas for informational purposes; provided, however, that no settlement shall 
take place at such external bus LMPs, and such nodes shall not be available for the submission of 
Virtual Transactions in the PJM Day-ahead Energy Market.

(3) All data provided to PJM by balancing and/or reliability authorities hereunder will 
be used only for the purpose of implementing the interface pricing set forth herein, will be 
treated confidentially by PJM, and will be afforded the same treatment provided to Member 
confidential data under the PJM Operating Agreement.

(4) PJM reserves the right to audit the data supplied to PJM hereunder by giving 
written notice to the relevant balancing/reliability authority/market operator no more than three 
months following provision of such data, and at least ten (10) business days in advance of the 
date that PJM wishes to initiate such audit, with completion of the audit occurring within sixty 
(60) days of such notice.  Each party shall be responsible for its own expenses related to any 
such audit.


