
Jnofficial FERC-Generated PDF of 20030115-0003 Received by FERC OSEC 01/10/2003 in Docket#: ER03-406-000 

ATTORNEYS AT LAW 

WRIGHT & TALISMAN, P.C. 

1200 G StreeL N.W. 
Suite 600 

Wmhmgmn, D.C. 20005-3802 

202-393-1200 
FAX 202-393-1240 

Carrie L Bumgarn~ 
Ixungarner @wrighflaw.com 

January 10, 2003 

Honorable Magalie Roman Salas 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. Room IA 
Washington, D.C. 20426 

ORIGINAL 

C~ 
Re: PJM lnterconnection, L.L.C., Docket No. ER03-~/~& -0C20 ~r~: "': 

Dear Secretary Salas: 

D S Rn ON OF FILrNG 

PJM Interconnection, L.L.C. ("PJM") hereby submits for filing amendments to the 

PJM Open Access Transmission Tariff ("PJM Tariff") and the Amended and Restated 

Operating Agn~rnent of PJM Intet~connection, L.L.C. ("Operating Agreement") (1) to 

create an annual Financial Transmission Rights ("FTR") t auction and Auction Revenue 

Right ("ARR") allocation process to replace PJM's existing annual FTR allocation 

procedures, (2) to offer FTR Options in addition to FIR Obligations and (3) to enhance 

the existing monthly FTR auction by including a 24-hour FTR product in addition to on- 

The proposed amendments rename "Fixed Transmission Rights" as "Financial 
Transmission Rights" to better reflect the product's nature. In this transmittal 
letter, "FIR" may refer either to Fixed Transmission Rights or Financial 
Transmission Rights. 
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peak FIRs, and off-peak FTRs. 2 The new annual FTR auction process will provide PJM 

market participants with more flexible transmission congestion hedging alternatives and 

will make FTRs more available to all participants by creating more robust markets for 

FTRs. 

For several reasons, the Commission should accept the proposed amendments. 

First, the amendments contain innovative products developed through an extensive 

stakeholder process. Consensus was achieved through compromise by all participants. 

Second, the new annual FTR auction process and new FIR products are important to the 

evolution of the maturing energy and transmission markets in the PJM region. Third, the 

amendments are consistent with the Commission's SMD NOPR. 3 

Background and Overview of PJM's New Annual FTR Auction 

FTRs, like the Congestion Revenue Rights proposed in the SMD NOPR, are 

financial rights that entitle the holders of such rights to receive transmission congestion 

credits that can be used as a hedge to offset transmission congestion charges in the day- 

ahead market." 

The Appendix to Attachment K of the PJM Tariff and Schedule I of the 
Operating Agreement are identical. Therefore, the same changes are proposed for 
both documents. For case, in this transmittal letter, only Schedule I of the 

Operating Agreement may be cited. 

Remedying Undue Discfimlnation through Open Access Transmission Service 
and Standard Electricity Market Design, Notice of Proposed Rulemaking, IV 
FERC Stats. & Regs. ci 32,563 (2002) ("SMD NOPR"). 

See SMD NOPR at P 208 CA Congestion Revenue Right is a financial tool that 
all---ows a customer to protect itself against the costs of congestion."). 
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Initially, PJM allocated all YI'Rs to network and point-to-point transmission 

service customers, at the customer's request. A monthly F IR  auction later was added as 

a means to facilitate a more robust and liquid market for FTRs. The monthly auctions 

have allowed market participants (1) to submit bids to purchase residual FTR capability, 

(2) to submit offers to sell existing FIRs ,  and (3) to maximize the efficiency of P'rR 

trading by providing an automatic reconfiguration of FTRs. PJM experience has 

demonstrated that the addition of the monthly F I R  auction has created more 

opportunities for market participants to acquire FIRs.  

In the current PJM market, IrI'Rs are allocated to network and finn point-to-point 

transmission service customers on an annual basis, because these customers pay the 

revenue requirement for the transmission system. Under PJM's  new annual FTR auction 

proposal, transmission property rights will continue to be allocated to network and finn 

point-to-point transmission service customers on an annual basis, but in the form of 

ARRs, not FIRs .  ARRs will entitle the holder to receive an allocation of the revenues 

from the annual FTR auctions. 

Importantly, in the annual F IR  auction, ARR holders will have the option to 

convert their ARRs into F rRs  by "self-scheduling" the FTRs on the exact same source 

and sink points as the ARRs that have been allocated to the customer. Alternatively, 

customers can reconfigu~ their ARRs by bidding to acquire F IRs  on alternative paths. 

Of course, the holders of ARRs also simply may retain the ARRs that have been allocated 

and receive the associated allocation of revenues from the auction. 
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The evolution to an annual FFR auction was requested by PJM customers and is 

supported by PJM. The new annual FFR auction process (1) will create a more liquid and 

deeper market for FrRs,  (2) will allocate more efficiently scarce FIRs,  (3) will give 

customers more flexible options for hedging their risk, and (4) will create a more active 

secondary market for FI'Rs. Accordingly, PJM proposes to replace the current system of 

FI'R allocations with annual F IR  auctions that encompass PJM's entire system 

capability. PJM also will continue to conduct monthly auctions. 

The proposed annual FFR auction will take place in four rounds, in order to allow 

for price discovery. Price discovery will prevent windfall bids from capturing significant 

levels of PTRs for an inappropriately low price. In each auction round, 25 percent of 

feasible F I R  capability will be awarded. 

A new product, FFR Options, along with existing FTR Obligations (the current 

product), will be offered for sale simultaneously in the F IR  auctions. F IX  Options arc 

distinguishable from FTR Obligations in that F I R  Options do not entail the downside 

risk associated with PTR Obligations. F IR  Obligations produce a positive credit when 

the sink I..MP is higher than source LMP, but impose a liability when the sink LMP is 

lower than the source laMP. F IR  Options, on the other hand, do not have the liability 

component. In other words, unlike FFR Obligations, which produce a negative hourly 

economic value (a liability to the holder) when the designated path is in the direction 

opposite to the congested flow, the hourly economic value of an FTR Option is zero 

(neither a benefit nor a liability to the holder) when the designated path is in the direction 

opposite to the congested flow (i.e. the day-ahead LMP at the point of receipt is higher 
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than the day-ahead lAMP at the point of delivery). Because FTR Option holders incur no 

liability when the sink LMP is less than the source laMP, the price of  FTR Options on 

each path likely will be greater than the F IR  Obligation price on the path. The higher 

price of an FTR Option reflects the premium that is created in purchasing the counterflow 

capability that is necessary to support the FTR Option. 

The allocation of ARRs, as proposed in the SMD NOPR, 5 is a fundamental 

feature of the new F IR  framework. As noted, under the new process, the revenues from 

the annual F I R  auction will be allocated to network transmission and firm point-to-point 

transmission customers in the form of ARRs that are allocated on an annual basis. ARRs 

will be distributed to network and firm point-to-point transmission service customers in 

much the same manner as annual FTRs currently are allocated, except for the following 

two changes: 

1. ARR entitlements will be reassigned on a pro-ram basis within a transmission 

zone as load shifts between suppliers in that zone. This change will allow all customers 

that are paying for transmission to receive the benefit of congestion hedges and should 

facilitate retail market entry. Specifically, as load changes from one load serving entity 

CLSE") to another within a transmission zone, a proportional share of the ARRs defined 

to sink in the zone would be reassigned automatically to the new LSE. This change is 

consistent with the Commission directive in Occidental Chemical Corp. v. PJM 

s SMD NOPR at P 379. 
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Interconnection, L.L.C. and Delmarva Power & Light Co., 101 FERC ¢[ 61,005 (2002), at 

P 17 that PJM modify its procedures to allow rights to follow load. 

2. There will be a one-year transition period during which requested ARR source 

points must be unit-specific capacity resources. This is the same as the current 

requirement for requesting FIRs. After the one-year transition period, the unit-specific 

capacity resource requirement wil l  be eliminated. This transition mechanism is a 

compromise between the PJM stakeholders desiring that the current allocation method 

remain unchanged and those desiring that it be eliminated immediately. 

As noted, to give customers additional hedging flexibility, the ARR holder can 

convert the ARR to an FIR in the annual auction by notifying PJM that it desires to "self- 

schedule" its ARR path into the annual F IR auction. To self-schedule, the customer 

must notify PJM of its intention by the end of the first auction round. Twenty-five 

percent of the customer's ARRs then wil l  be self-scheduled in each round of the auction. 

The self-scheduler wil l  be a price-taker for these ARRs (in other words it would be 

guaranteed to get back in credit for an ARR whatever it had paid for the FIR in the 

auction). At the time the ARRs are granted, PJM already will have determined whether 

the ARRs are simultaneously feasible. The customer therefore will be able to convert all 

of its ARRs to FTRs, with no risk to the customer of not receiving an ARR credit 

equivalent to what it paid in the F IR  auction. 

This "self-scheduling" provides a customer (e.g., an LSE) with a right of first 

refusal to convert its ARRs into FIRs .  It thereby enables customers to protect their load 
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with FIRs without the risk of participating in the competitive auction process to obtain 

them. 

In addition to the features described above, to provide customers even more 

hedging flexibility, the proposed amendments establish a 24-hour FTR product in 

addition to the existing on-peak and off-peak products. Further, the proposed 

amendments continue to allow interconnecting generators that pay for system upgrades to 

have flexibility in the way they select the ARRs (instead of FTRs) associated with the 

upgrades. 

PJM's New Annual FTR Auction Process is Consistent with the SMD NOPR 

PJM's proposed new annual F IR  auction process is consistent with the SMD 

NOPR. 6 First, consistent with the SMD NOPR, the amendments cream an annual FTR 

auction for the entire system capability. SMD NOPR at P 238 ("The Independent 

Transmission Provider would be required to offer Congestion Revenue Rights for all 

transmission capability on the grid."). 

Second, the new framework will include periodic (annual and monthly) FTR 

auctions, as proposed in the SMD NOPR. Id. at P 252 ("[W]e pmposo to require that the 

Independent Transmission Providers conduct periodic auctions of Congestion Revenue 

Rights."). This aspect of the proposal will facilitate an active secondary market, which 

the SMD NOPR stresses is an important element in a revenue right based congestion 

management system. Id. ("We believe it is important that there be a secondary market for 

See also New England Power Pool, 100 FERC 961,287, at P 83 (Commission 
accepted ISO-NE's proposal for FTRs and associated ARRs as "consistent with 
our SMD NOPR"), order on reh'g, 101 FERC c[ 61,344 (2002). 
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Congestion Revenue Rights."). As the Commission noted in the SMD NOPR, 

"experience to date has been that there is a more vibrant secondary market where 

Congestion Revenue Rights [i.e. FTRs] are auctioned rather than directly assigned." Id._~. 

at P 381. An auction methodology will make holders of FTRs on congested paths less 

reluctant to offer them into the secondary market than if the holders acquired such rights 

through direct assignment. Id. A strong secondary market will allow customers to resell 

their FTRs in an organized market, permit customers to acquire new FIRs  and sell 

existing ones they no longer need, and enable customers without FTRs to acquire them. 

Id.._~ at 252. 

Third, as prescribed by the SMD NOPR, PJM's new F I R  auction process will 

provide price transparency for FTRs; it will provide the ability to reconfigure FTRs; and 

it will allow the sale of FTRs associated with other transmission capacity that becomes 

available. Id._~. 

Fourth, as suggested in the SMD NOPR, PJM's new FTR auction process now 

will include F I R  Options as well as F I R  Obligations. Id. at P 245. 

Fifth, also as suggested in the SMD NOPR, PJM will continue to offer property 

rights in the form of ARRs to interconnection customers with respect to system upgrades 

and facilities paid for by the customers. SMD NOPR at P 238; see also New England 

Power Pool, 100 FERC at PP 78, 83. 

Sixth, as r~luired by the SMD NOPR, under the new FTR auction process, PJM 

will ensure that F IRs  offered for sale will be reconfigured in a manner that maintains the 

simultaneous feasibility of the FTRs. Id._:. at P 253 C[T]he Independent Transmission 
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Provider must reconfigure Congestion Revenue Rights offered for sale in a way that 

maintains the simultaneous feasibility of the Congestion Revenue Rights."). 

Finally, consistent with the SMD NOPR and the Commission's direction to PJM 

in Occidental Chemical Corp., 101 FERC Cl 61,005, the new PJM FTR auction process 

ensures that ARRs follow load as it switches suppliers in states with retail competition. 

See SMD NOPR at P 378 n. 186 ("In states that have retail competition, provisions would 

also be needed to ensure that Congestion Revenue Rights stay with load."). 

As enumerated above, PJM's proposed F'TR auction process meets the criteria set 

foRh in the SMD NOPR. As such, PJM's proposal will be a significant step towards 

implementing SMD in the PJM region and should be accepted. See PJM Interconnection, 

L.L.C__~., 101 FERC Cl 61,115, at P 2 (2002) (Commission approval of Spinning Reserve 

market "as a step toward PJM's implementation of Standard Market Design."). Allowing 

PJM to implement an auction now is consistent with the stage of PJM's market 

evolution. 7 

Establishing F I R  auctions for PJM's system capability in place of F I R  
allocations will not facilitate the exercise of market power, either generally or in 
load pockets. The PJM Market Monitoring Unit reviewed the proposed F I R  
auctions and reported that they should not result in the ability to exercise 
additional market power. In any event, auctions merely are mechanisms to make 
FIRs  more available in an open and transparent manner. An entity improperly 
seeking to achieve a dominant market position could acquire financial rights 
bilaterally as readily as it can acquire them through auctions. No special 
considerations or rules are needed for the allocation of ARRs to entities inside 
load pockets. PJM's market monitor will continue to monitor for all abuses of 
market power in load pockets, whether through FTRstARRs or otherwise. 
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Transition Mec~mism for New Areas of the PJM reh~on 

The market in the initial PJM control area has evolved to a point where allocation 

of ARRs and an annual FTR auction are appropriate and beneficial. However, PJM also 

is expanding into new regions. In these new regions, PJM recognized that a direct 

assignment of financial rights (e.g. FTRs) may be warranted for a period of time because 

of the lack of transmission congestion pricing history in these new regions. Such a 

transition period will enable market participants in these regions to gain experience with 

the LMP-based congestion management system before having to participate in financial 

rights auction. This incremental implementation approach is consistent with the 

evolutionary approach to market implementation which has proven successful in the PJM 

market. Therefore, the proposed amendments provide that, in the areas where market 

expansions are currently underway in PJM, initially there will be an assignment of FFRs, 

followed later by a switch to auctions alone. 

Specifically, the proposed amendments provide that, in new PJM zones, network 

transmission service customers shall be assigned FIRs  for each network ~source in a 

number of megawatts equal to or less than the installed capacity summer megawatt rating 

of each designated network resource. Operating Agreement Sch. I proposed § 5.2.2(e)(i). 

Similarly, firm point-to-point transmission customers will be assigned FIRs,  at the 

customer's election. Id. proposed § 5.2.2(e)(iii). These F I R  assignments will be 

effective until the first annual allocation of ARRs after the integration of a new PJM zone 

into the PJM market. Id. proposed § 5.2.2(e). 
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Like customers in the current PJM area which have experienced PJM's evolution 

to FTR annual auctions, these transitional provisions should provide customers in new 

regions with the appropriate experience using FTRs as a congestion management system 

before moving to the next stage - auctions for the entire system capability. 

Stakeholder Process 

The proposed FIR auction and ARR InVeess are the result of an extensive 

stakeholder process. The Market Implementation Working Group (MIWG) diligently 

worked over the past year to develop the proposal. Throughout this period, the MIWG 

periodically updated the PJM Energy Market Committee ("EMC') about its progress. 

The PJM Tariff Advisory Committee reviewed the proposal at its December 2, 2002 

meeting. The EMC endorsed the FTR proposal at its December 11, 2002 meeting. The 

PJM Members Committee endorsed the proposal and approved the Operating Agreement 

changes by the requisite vote at its December 12, 2002 meeting, s 

DETAILED DF~CRIPTION OF PJM TARIFF AND OPERATING A~;REEMENT 

CHA G  

Mod~ca6ons to the PJM Tariff 

To reflect the new terminology, several sections throughout the PJM Tariff are 

modified to replace references to "Fixed Transmission Right(s)" with references to 

"Financial Transmission Right(s)" and references to "Incremental Fixed Transmission 

Right(s)" with references to "Incremental Auction Revenue Right(s)." 

Where necessary PJM has made conforming changes to the PJM Tariff consistent 
with the FTR proposal. 
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Definitions 

Section I. 14(A) (Incremental Auction Revenue Right): This section formerly 

"Incremental Fixed Transmission Right" is renamed "Incremental Auction Revenue 

Right" and revised to define "Incremental Auction Revenue Right" instead of 

"Incremental Fixed Transmission Right." 

Part IV  o f  the Tariff 

Section 42.4: In addition to changing the references to "Incremental Fixed 

Transmission Rights to "Incremental Auction Revenue Rights," this section is modified 

to provide an alternative to the effective period of an interconnection customer's ARR of 

thirty years or life of the facility or upgrade for the interconnection customer's ARRs. 

Section 42.4 provides the interconnection customer a one-time choice to either take the 

ARR for a thirty year period (or the life of the facility or upgrade whichever is less) or 

have the right, on an annual basis, to r~luest an ARR during the annual ARR allocation 

process, between the same source and sink provided the ARR is simultaneously feasible. 

The change to allocation of inc~mentai ARRs rather than FIRs  is consistent with 

the concept of auctioning the entire system F I R  capability and allocating the auction 

revenue to ARR holders in order to facilitate a robust FTR market. The ARR allocation 

provides the interconnection customer with much more flexibility to enhance the value of 

its transmission property right by either selling its incremental ARR entitlement or 

directly converting it to an F I R  as explained above. 

Attachment F-l Form of Umbrella Service Agreement for Network Integration 

Transmission Service Under State Retail Access Programs - Specifications of Network 
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Integration Transmission Service Pursuant to State Required Retail Access Programs: 

Section 6.0 (Assignment of Fixed Transmission Rights) is deleted in its entirety as it is no 

longer applicable. The remaining sections of the Specifications are renumbered 

accordingly. 

Modifications to the Appendix to Attachment K of the PJM Tariff and Schedule 
1 of the Operating Agreement 

The proposed modifications to the Appendix to Attachment g of the PJM Tariff 

and to Schedule 1 of the Operating Agreement are identical. The section number 

references in the descriptions below refer to the identical sections in both documents. 

Throughout both documents, the references in several section to "Fixed Transmission 

Rights" have been changed to "Financial Transmission Rights" to reflect the name 

change. Additionally, certain sections have been renumbered to accommodate the 

addition of new sections or deletions of existing sections. 

/~fin~'/ons 

Section 1.3 (Definitions): The following definitions have been added to the 

Definitions section: "Auction Revenue Rights" (Section 1.3.1), "Auction Revenue Rights 

Credits" (Section 1.3. IA), "Financial Transmission Right Obligation" (Section 1.3.5A), 

"Financial Transmission Right Option" (Section 1.3.5B), and "Target Allocation" 

(Section 1.3.33C). Additionally, Section 1.3.5 is modified to rename the definition of 

"Fixed Transmission Right" to "Financial Transmission Right" to reflect the new 

terminology and to include "FTR" as an alternative reference for Financial Transmission 

Right. 
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Transmission Congestion Credit Calculation 

Section 5.2.2 (Financial Transmission Rights): Subsection (a) of section 5.2.2 is 

modified to provide that FTRs shall be auctioned as set forth in section 7. Section 

5.2.2(b) and (c) are replaced in their entirety to eliminate the current FIR assignment 

process and instead to specify the valuation methodology for FIR Obligations and FIR 

Options, respectively. 

The new section 5.2.2Co) provides that the hourly economic value of an FIR 

Obligation is based on the FIR megawatt reservation and the difference between the Day- 

ahead Price at the point of delivery and the point of receipt of the FIR. Such hourly 

economic value will be positive when the day-ahead priee at the point of delivery is 

higher than the day-ahead price at the point of receipt. Such hourly economic value will 

be negative (a liability to the holder) when the opposite situation occurs (Day-ahead Price 

at point of delivery is lower than at the point of receipt). 

The new section 5.2.2(c) provides that the hourly economic value of an FTR 

Option is based on the FIR megawatt reservation and the difference between the Day- 

ahead Price at the point of delivery and the point of receipt of the FTR. Like FTR 

Obligations, the hourly economic value of a FTR option is positive when the Day-ahead 

Price at the point of delivery is higher than the Day-ahead Price at the point of receipt. 

Unlike the FIR Obligation however, when the Day-ahead Price at the point of receipt is 

higher than the Day-ahead price at the point of delivery, the hourly economic value of a 

FIR option is zero, resulting in neither a benefit nor a liability to the holder. 
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Section 5.2.2(e) is added to provide a transition from the allocation to auction of 

FTRs in new PJM zones. Subsection (i) provides that, for the transition period, as is 

currently the case, each network transmission customer in such a new zone is to designate 

a subset of its network resources for which FTRs will be assigned. The F IRs  will be 

assigned for each network resource in a number of megawatts equal to or less than the 

installed capacity summer megawatt rating of each designated network resource, 

determined at the new PJM zone transmission bus at which the designated network 

resource is counectecL Each FTR will be to the aggregate load buses of  the network 

transmission customer in such a zone. The sum of a network transmission customer's 

assigned FTRs for a zone must equal or be less than that customer's peak load for that 

zone as determined under section 34.2 of the PJM Tariff. Similarly, the sum of each 

network transmission customer's FTRs for Non-Zone Network Load must be equal to or 

less than its transmission responsibility for Non-Zone Network Load as determined under 

section 34.2 of the PJM Tariff. FTR assignments pursuant to this section will remain in 

effect until the first annual allocation of ARRs occurs after the integration of such zones 

into the PJM interchange energy market. 

Subsection (ii) provides that, during the transition period, each point-to-point 

transmission customer receiving firm transmission service in a new zone shall be 

assigned FTRs. It allows such customers to elect not to receive F IRs  or to elect FFRs for 

only ce ,a in  points of delivery or receipt. Such customers may obtain F IRs  up to the 

number of mcgawatls of firm service they receive between the receipt and delivery points 

for the firm point-to-point transmission service. Subsection (iii) provides that all FTRs 
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must be feasible and that if the amount of FTRs allocated for a new zone are not feasible 

they will be prorated in inverse proportion to the effect on binding constraints. 

Section 5.2.3 (Target Allocation of Transmission Credits): This section formerly 

entitled 'q'arget Allocation for Network Service Users" is modified to provide the Target 

Allocation of Transmission Congestion Credits for each entity holding FIRs  rather than 

the Target Allocation solely for network transmission customers. The Target Allocation 

of Transmission Congestion Credits shall be determined for each FTR by multiplying the 

FTR by the Day-ahead Price differences for the receipt and delivery points associated 

with the FIR,  calculated as the LMP at the delivery point(s) minus the laMP at the receipt 

point(s). The Target Allocation can be positive or negative. If the Target Allocation is 

positive, it is a credit to the F I R  holder. If it is negative, it is a debit to the holder of an 

FTR Obligation, and it will be set to zero for a holder of an F IR  Option. This section 

also sets forth the calculation of Transmission Congestion Credits, which are determined 

by multiplying the sum of the Day-ahead Price of the buses that comprise the zone by the 

percent of annual peak load assigned to each node. Finally, this section specifies that the 

total Target Allocation for network transmission customers and point-to-point customers 

for each hour shall be the sum of the Target Allocations associated with all of the network 

transmission customers' or point-to-point transmission customers' FIRs.  

Section 5.2.4 (Target Allocation~or Other Holders): This section is deleted in its 

entirety and is reserved for future use. 

Section 5.2.5 (Calculation of Transmission Congestion Credits): Subsection (a) 

of this section is modified to recognize that Transmission Congestion Credits now will be 
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calculated for each "entity holding an FIR," rather than for network transmission 

customers and point-to-point transmission customers. Subsection (b) is modified to 

clarify that when the total Target Allocations are greater than the total Transmission 

Congestion Credits for the hour resulting from both the day-ahead and real-time energy 

markets, each holder of an FFR shall be assigned a share of the Total Transmission 

Congestion Charges in proportion to its target allocations for FTRs which have a positive 

Target Allocation value. If the FTRs have a negative Target Allocation value, then the 

FIRs  are assigned the full Target Allocation value as a negative Transmission 

Congestion Credit. 

Section 5.2.6 (Distribution of Excess Charges): Subsection (c) of this section is 

modified to clarify that any excess Transmission Congestion charges remaining at the end 

of a calendar year first will be distributed to ARR holders in proportion to, but not more 

than, any ARR deficiencies for that calendar year, then to network transmission 

customers and point-to-point transmission customers. 

Financial Transmission Rights Auctions 

Section 7.1.1 (Auction Period and Scope o/Auction): Section 7.1.1 is modified to 

include both monthly and annual auctions. It also now specifies that all F I R  capability, 

except as allocated pursuant to section 5.2.2(e) (FIRs in new zones), will be offered for 

sale in the annual auction in four rounds with 25 percent of the capability offered in each 

round. Any remaining FI"R capability will be offered for sale in the monthly auction. 

The annual and monthly auctions will be for on-peak, off-peak, and 24-hour FTRs, and 

the FIRs  will be offered as F IR  Obligations and FTR Options. This section also now 
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provides that an ARR holder may self-schedule an FTR on the same path in the annual 

FTR Auction according to the rules described in the PJM Manuals. 

Section 7.1.2 (Frequency and Time of Auctions): This section is modified to 

provide the timing of the four rounds of the annual auction and to modify the timing of 

the monthly auctions to facilitate the timing of the annual auction. 

Section 7.1.3 (Duration of Financial Transmission Rights): This section is 

modified to specify that credits associated with FTRs obtained in the auctions shall be for 

the time period specified in the auction in which the FIRs  were obtained (i.e., annual or 

monthly). 

Section 7.2.2 (Specified Receipt and Delivery Points): This section, formerly 

entitled "Specified Buses," is modified to expand the available receipt and delivery points 

that may be specified in bids for FTR Obligations and FTR Options in the annual FTR 

auctions. Receipt and delivery points in the annual auctions may be any combination of 

hubs, zones, aggregates, generators, and interface buses. The text specifying the receipt 

and delivery points that may be specified in bids for monthly FTRs does not change. 

Section 7.3.3 (Pending Applications for Firm Service): Subsection (a) of this 

section is deleted in its entirety and reserved for future use. 

Section 7.3.4 (On-Peak, Off-Peak and 24 Hour Periods): This section is modified 

to provide that on-peak, off-peak, and 24 hour FTRs will be offered in the annual and 

monthly auctions (rather than simultaneous separate auctions for on-peak and off-peak 

periods). A new description of the 24-hour time period also is included. 
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Section Z3.5 (Offers and Bids): Subsection (b) of this section is modified to 

apply the reasonable standards of verification of the rights of an entity providing an offer 

to sell FIRs  to all entities holding rights to FIRs. Subsection (c) is modified to provide 

that bids may specify receipt and delivery points in accordance with Section 7.2.2. 

Section 7.3.7 (Announcement of Winners and Prices): This section is modified to 

apply to both the annual and monthly F I R  auctions. 

Section 7.4 (Allocation of Auction Revenues): This section formerly was 

numbered 7.3.9. It is modified to contain four separate sections (7.4.1 through 7.4.4). 

These new sections provide for the allocation of auction revenues. 

Section 7.4.1 (Eligibility): Subsection (a) of section 7.4.1 modifies the text in the 

prior 7.3,9 to provide that the annual and monthly auction revenues, after payment to the 

entities selling FIRs  into the auctions, will be allocated among ARR holders in 

proportion to the Target Allocation of the Auction Revenue Rights Credits for the holder. 

Subsection (b) provides that the Auction Revenue Rights Credits will be calculated based 

on the cleating prices results of the applicable annual FTR auction. 

Section 7.4.2 (Auction Revenue Rights): This new section provides the ARR 

allocation procedures. Subsection (a) provides the procedures for the year 200312004 

planning period. For this planning period, ARRs will be allocated for each network 

resource, as requested by the network transmission customer, in a number of megawatts 

equal to or less than the installed capacity sunm~r megawatt rating of the designated 

network resource. Each ARR will be to the aggregate load buses of the network 

transmission customer in a zone, or to the border of the PJM region for non-zone network 
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load. The sum of each network transmission customer's allocated ARRs for a zone must 

be equal to or less than the network transmission customer's peak load for that zone as 

determined under section 34.1 of the P JM Tariff. The sum of each network transmission 

customer's ARRs for non-zone network load must be equal to or less than the network 

transmission customer's transmission responsibility for non-zone network load as 

determined under section 34.1 of the PJM Tariff. 

Subsection (b) of section 1.4.2 provides the procedures for the planning periods 

after the 2003/2004 planning period. For the 2004/2005 planning period and thereafter, 

on an annual basis, the network transmission customer need no longer designate a 

network resource, but instead will source ARRs from a subset of designated buses, which 

will consist of a combination of zones, generators, hubs, and external interface buses. 

The Network Service User will request an amount of ARRs from each source bus. Each 

ARR will sink into the aggregate load buses of the network transmission customer in a 

zone, or to the border of the PlM region for non-zone network load. The sum of each 

network transmission customer's allocated ARRs for a zone must be equal to or less than 

the network transmission customer's peak load for that zone as determined under section 

34.1 of the PIM Tariff. The sum of each network transmission customer's ARRs for non- 

zone network load must be equal to or less than the network transmission customer's 

transmission responsibility for non-zone network load as determined under section 34.1 

of the PJM Tariff. The ARRs will be allocated in four stages, with 25 percent of the 

system ARRs capability allocated in each stage. 
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Subsection (c) of section ?.4.2 provides that, during the annual FUR auction 

period, ARRs will be reallocated as network load changes from one network transmission 

customer to another within a zone. 

Subsection (d) provides that each firm point-to-point transmission customer shall 

specify whether it wants to receive ARRs. This section also provides that ARRs for each 

instance of point-to-point transmission service shall be a number of megawatts equal to 

the megawatts of firm service being provided between the receipt and delivery points as 

to which the firm point-to-point transmission customer has firm point-to-point 

transmission service. 

Finally, subsection (e) of section ?.4.2 provides that all ARRs must be 

simultaneously feasible. If the ARRs requested during the annual auction period are not 

simuRaneously feasible, then the ARRs will be prorated in inverse proportion to the effect 

on binding constraints. 

Section 7.4.3 (Target Allocation of Auction Revenue Right Credits): This new 

section provides the target allocation of Auction Revenue Right Credits for each ARR. 

After each annual ~ auction, such target allocation is determined by dividing each 

ARR by four and multiplying by the price difference for the receipt and delivery points 

associated with the ARR, calculated using Locational Marginal Prices. Each entity 

holding ARRs shall have a daily total target allocation which shall be the sum of the daily 

target allocations associated with all of the entity's ARRs. 

Section 7.4.4 (Calculation of Auction Revenue Right Credits): The new section 

provides for the calculation of Auction Revenue Rights Credits. Subsection (a) provides 
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that the daily target allocations, as determined in 7.4.3, plus any additional ARR target 

allocations applicable for a particular day, are compared to the daily total revenues of the 

monthly FI'R auction (divided by the number of days in the month) and the annual F I R  

auction (divided by the number of days in the planning period). If the total of the target 

allocations is less than the total auction revenues, then the Auction Revenue Right Credit 

for each ARR holder will be equal to its target allocation. All remaining funds will 

distributed as Excess Congestion Charges pursuant to section 5.2.5. 

Subsection (b) provides that, if the total of the target allocations is more than the 

total auction revenues, then each ARR holder will receive an amount of the auction 

revenues proportional to its positive Target Allocation value. If an entity's Target 

Allocation is negative, then the full value will be assigned as a negative Auction Revenue 

Right Credit. 

Section Z5 (Simultaneous Feasibility): This section (formerly section 7.4) is 

modified to specify that a goal of simultaneous feasibility is to ensure that there are 

sufficient revenues from the annual F IR  auction to satisfy ARR obligations. 9 

Effective Date 

PJM requests an effective date of March 11, 2003. This date is sixty days after 

the date of this filing. The proposed effective date will permit the four-round annual F I R  

9 PJM also is submitting revised tables of contents for both the PJM Tariff and the 
Operating Agreement to reflect pagination changes and new or revised section 
headings in those documents. 
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auction to commence in March for the award of FIRs for the PJM 2003/2004 planning 

period (June 1, 2003 through May 31, 2004). 

Documents Enclosed 

PJM encloses the original and six copies of the following: 

1. Transmiual letter. 

2. Revised pages of the PJM Tariff and Operating Agreement and redlined 

versions of same. t° 

3. Federal Register Notice. (Also enclosed on diskette.) 

Correspondence And Communications 

Correspondence and communications with respect to this filing should be sent to, 

and PJM requests the Secretary to include on the official service list, the following: 

Mary Hain 
Janine Durand 
PJM Inteteonnection, L.L.C. 
955 Jefferson Avenue 
Valley Forge Corporate Center 
Norristown, PA 19403-2497 
(610) 666-8939 

Craig Glazer 

Barry S. Spector 
Carrie L. Bumgarner 
Wright & Talisman, P.C. 
1200 G Street, N.W. 
Suite 600 
Washington, D.C. 20005 
(202) 393-120O 

Vice President - Governmental Policy 
PJM Interconnection, L.L.C. 
1200 G Street, N.W. 
Suite 600 
Washington, D.C. 20005 
(202) 393-7756 

10 The revised pages filed herein include the changes to the PJM Tariff and 
Operating Agreement filed in PJM Interconnection, L.LC. Docket No. ER03-262; 
however, only the changes being filed herein are reflected in the redline versions 
of the documents. The Commission has not yet acted in Docket No. ER03-262. 
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Service and Federal Register Notice 

PJM has served a copy of this filing on all PJM members and each state electric 

utility regulatory commission in the PJM region. A form of notice suitable for 

publication in the Federal Register is attached and enclosed on diskette. 

Respectfully submitted, 

Barry S. Spector 
Carrie L. Bumgamer 
Counsel for 
PJM lnterconnecflon, L.L.C. 
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provided pursuant to a state requirement that the Transmission Provider or 
Transmission Owner offer the unbundled transmission service, or pursuant to a 
voluntary offer of such service by a Transmission Owner. (ii) Any retail customer 
taking unbundled transmission service pursuant to a state requirement that the 
Transmission Provider or a Transmission Owner offer the transmission service, or 
pursuant to a voluntary offer of such service by a Transmission Owner, is an 
Eligible Customer under the Tariff. 

1.11A Energy Resource: A generating facility that is not a Capacity Resource or 
Available Capacity Resource. 

1.12 Facilities Study: An engineering study conducted by the Transmission Provider 
(in coordination with the affected Transmission Owner(s)) to determine the 
required modifications to the Transmission Provider's Transmission System, 
including the cost and scheduled completion date for such modifications, that will 
be required to provide the requested transmission service or to accommodate an 
Interconnection Request. 

1.12A Feasibility Study: A study conducted by the Transmission Provider in 
accordance with Section 36.2 of this Tariff. 

1.13 Firm Point.To-Point Transmission Service: Transmission Service under this 
Tariff that is reserved and/or scheduled between specified Points of Receipt and 
Delivery pursuant to Part II of this Tariff. 

1.14 Good Utility Practice: 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 to be acceptable practices, 
methods, or acts generally accepted in the region. 

1.14A Incremental Auction Revenue Right: The additional Auction Revenue Rights 
(as defined in Section 1.3.1 of the Appendix to Attachment K to the Tariff) not 
previously feasible, created by the addition of Merchant Transmission Facilities, 
or a new transmission facility or upgrade resulting from the accommodation of an 
Interconnection Request pursuant to Part IV of the Tariff. 

1.14B [Reserved]. 
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36.6.3 Incremental Auction Revenue Rights: The Intereonnection Customer 
may request Transmission Provider to provide a non-binding estimate in 
the Facilities Study of the Incremental Auction Revenue Rights associated 
with the facilities or upgrades for which the Intereonnection Customer has 
cost responsibility on up to three (3) pairs of point-to-point combinations. 
The ultimate assignment of Incremental Auction Revenue Rights will be 
made pursuant to the allocation process set forth in Section 42 of the PJM 
Tariff and may depend upon the point-to-point combination requests and 
cost responsibilities of other Interconnection Customers. 

36.7 Faeilities Study Procedures: The Transmission Provider will conduct Facilities 
Studies relating to the Intereonnection Requests that were evaluated in the 
corresponding System Impact Studies, to the extent such Intereonnection 
Requests have not been terminated and withdrawn. When completed, the 
Facilities Studies will include good faith estimates of the cost, determined in 
accordance with Section 37 of the Tariff, to be charged to each affected 
Interconnection Customer for the Attachment Facilities, Local Upgrades, and 
Network Upgrades that are necessary to accommodate each Interconnection 
Request evaluated in the study and the time required to complete construction of 
the facilities and upgrades. 

36.8 Interconnection Service Agreement: Upon completion of the Facilities Study, 
the Transmission Provider shall tender to each Intereonnection Customer an 
Interconnection Service Agreement to be executed by the Interconnection 
Customer and the Transmission Provider. 

36.8.1 Cost Reimbursement: Pursuant to the Intereonnection Service 
Agreement, an Intereonnection Customer shall agree to reimburse the 
Transmission Provider (for the benefit of the affected Transmission 
Owner(s)) for the costs, determined in accordance with Section 37 of the 
Tariff, of constructing the necessary facilities and upgrades to 
accommodate its Intereonnection Request. If the Interconnection 
Customer and the affected Transmission Owner(s) agree and so inform the 
Transmission Provider, the Interconnection Service Agreement shall 
specify an appropriate rate that will directly assign and enable the affected 
Transmission Owner(s) to recover the costs of the facilities and upgrades. 
In the absence of such an agreement, the Interconnection Service 
Agreement shall obligate the Interconnection Customer to reimburse the 
Transmission Provider (for the benefit of the affected Transmission 
Owner(s)) as the expenditures for design, engineering, and construction 
are made. The Transmission Provider shall distribute the revenues 
received under this Section 36.8.1 to the affected Transmission Owner(s). 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Governmental Policy 
January 10, 2003 

Effective: March 12, 2003 



Jnofflclal FERC-Generated PDF of 20030115-0003 Received by FERC OSEC 01/10/2003 in Docket#: ER03-406-000 

PJM Interconnection, L.L.C. 
FERC Electric Tariff 
Fifth Revised Volume No. 1 

Fourth Revised Sheet No. 94 
Superceding Third Revised Sheet No. 94 

41.3.3 Replacement of Generation: The holder of the Capacity Intereonnection 
Rights may retain its Capacity Intereonnection Rights after the expiration of 
the three-year period described in Section 41.3.2 of the Tariff if it can 
demonstrate that it is actively engaged in the construction of replacement 
generation to be connected at the bus associated with the Capacity 
Interconnection Rights. The holder of the Capacity Intereonnection Rights 
will n~tain only such rights that are commensurate with the size in megawatts 
of the replacement generation, not to exceed the amount of the holder's 
Capacity Intereonnection Rights. Any desired increase in Capacity 
Intereonnection Rights shall require an Intereonnection Request and 
adherence to the procedures in this Part IV. 

41.4 Transfer of Opac i ty  lnterconneetion Rights: Capacity Intereonnection Rights 
may be sold or otherwise transferred subject to compliance with such procedures as 
may be established by the Transmission Provider regarding such transfer and notice 
to the Transmission Provider of any generation facilities that will use the Capacity 
Interconnection Rights after the transfer. The transfer of Capacity Interconnection 
Rights shall not itself extend the periods set forth in Section 41.3 regarding loss of 
Capacity Interconnection Rights. 

42 Auction Revenue Rights 

42.1 Right of  Interconnection Customer to Incremental Auction Revenue Rights: 
An Interconnection Customer that, pursuant to section 36.8.1, reimburses the 
Transmission Provider for the costs of constructing facilities and upgrades to 
accommodate its Intereonnection Request shall be entitled to receive the 
Incremental Auction Revenue Rights associated with such facilities and upgrades 
as determined in accordance with this section. 

42.2 Procedures for Assigning Incremental Auction Revenue Rights: No less than 
forty-five (45) days prior to the in-service date of a transmission facility or 
upgrade, as determined by the Office of the Intereonnection, the Office of the 
Interconnection shall notify the Intereonnection Customer(s), which have 
responsibility to reimburse the costs of constructing the facility or upgrade, that 
initial requests for Incremental Auction Revenue Rights associated with the 
facility or upgrade must be submitted to the Office of the Intereonnection within a 
time period specified by the Office of the Intereonnection in the notification. The 
Office of the Interconnection then shall commence a three-round allocation 
process. In round one, one-third of the Incremental Auction Revenue Rights 
available for each point-to-point combination requested in that round will be 
assigned to the requesters of the specific combinations in accordance with Section 
42.3 of the Tariff. In round 
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two, two-thirds of the Incremental Auction Revenue Rights available for each 
requested point-to-point combination in 
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that round will be assigned in accordance with Section 42.3 of the Tariff. In 
round three, all available Incremental Auction Revenue Rights will be assigned 
for the requested point-to-point combinations in that round in accordance with 
Section 42.3 of the Tariff. In each round, a requester may request the same point- 
to-point combination as in the previous rounds or submit a different combination. 
In rounds one and two, requesters may accept the assignment of Incremental 
Auction Revenue Rights or refuse them. Acceptance of the assignment in rounds 
one and two will remove the assigned Incremental Auction Revenue Rights from 
availability in the next rounds. Refusal of an Incremental Auction Revenue 
Rights assignment in rounds one and two will result in the Incremental Auction 
Revenue Rights being available for the next round. The Incremental Auction 
Revenue Rights assignments made in round three will be final and binding. For 
each round, a request for Incremental Auction Revenue Rights shall specify a 
single point-to-point combination for which the Interconnection Customer desires 
Incremental Auction Revenue Rights and shall be in a form specified by the 
Office of the lnterconnection and in accordance with procedures set forth in the 
PJM Manuals. The Office of the lnterconnection shall specify the deadlines for 
submission of requests in each round of the allocation process and shall complete 
the allocation process before the in-service date of the facility or upgrade. 

42.3 Determination of Incremental Auction Revenue Rights to be Provided to 
Intereonnection Customer: The Office of the lnterconnection shall determine 
the Incremental Auction Revenue Rights to be provided to Intereonnection 
Customers associated with a particular transmission facility or upgrade pursuant 
to Section 42.2 using the tools described in Attachment K to the Tariff, including 
an assessment of the simultaneous feasibility of any Incremental Auction Revenue 
Rights and all other outstanding Auction Revenue Rights. For each requested 
point-to-point combination, the Office of the Interconnection shall determine, 
simultaneously with all other requested point-to-point combinations, the base 
system Auction Revenue Right capability, excluding the impact of any new 
transmission facilities or upgrades necessary to accommodate Interconnection 
Requests. The Office of the Interconnection then shall similarly determine, for 
each requested point-to-point combination, the Auction Revenue Rights 
capability including the impact of any new facilities and upgrades. For each 
point-to-point combination, the Incremental Auction Revenue Right capability 
shall be the difference between the Auction Revenue Right capability in the base 
system analysis and the Auction Revenue Right capability in the analysis 
including the impact of the new facilities and upgrades. When multiple 
Interconnection Customers have cost responsibility for the same new transmission 
facility or upgrade, Incremental Auction Revenue Rights shall be assigned to each 
Interconnection Customer in proportion to the Interconnection Customers' 
relative cost responsibilities for the facility and in inverse proportion to the 
relative flow impact on constrained facilities or interfaces of the point-to-point 
combinations selected by the Interconnection Customers. 
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42.3A Reallocation of Incremental Auction Revenue Rights: (1) This section shall 
apply in the event that 

(a) the Office of the Interconnection determines that accommodating an 
Interconnection Customer's Intereonnection Request would require, in 
whole or in part, any Local Upgrade and/or Network Upgrade that the 
Office of the Interconnection determined to be required to 
accommodate an Intereonnection Request that was part of an earlier 
Interconncction Queue, provided that such previously-constructed 
facility or upgrade was placed in service no more than five years prior 
to the Intereonnection Queue Closing Date applicable to such 
Intereonncction Customer, and 

(b) such Interconnection Customer (hereafter in this section, the "Current 
Intereonncction Customer") executes an Intereonnection Service 
Agreement. 

Upon de.training that this section applies, the Office of the Interconnection 

(c) shall notify each Interconnection Customer that paid or incurred a 
portion of the costs of a pertinent, previously-constructed facility or 
upgrade (hereafter in this section, a "Preceding Interconnection 
Customer") of the portion of the costs of such facility or upgrade for 
which the Current Interconnect.ion Customer is determined to be 
responsible pursuant to Section 37.6, and 

(d) shall afford each such Preceding Intereonnection Customer, subject to 
the terms of this Section 42.3A, an opportunity to obtain, in exchange 
for a proportional sham (as determined in accordance with Section 
42.3) of the Incremental Auction Revenue Rights associated with such 
facility or upgrade that the Preceding Interconnection Customer holds, 
reimbursement for a sham of the cost of the facility or upgrade that the 
Preceding Interconncction Customer paid or incurred that is 
proportional to the cost responsibility of the Current Interconnection 
Customer for such facility or upgrade. 

(2) A ~ n g  Intereonnection Customer shall have no obligation to exchange 
Incremental Auction Revenue Rights for cost reimbursement pursuant to this 
section, provided, however, that in the event that a Preceding Intereonnection 
Customer chooses not to relinquish Incremental Auction Revenue Rights 
associated with a previously-constructed facility or upgrade, the Current 
Intereonnection Customer shall have no cost responsibility with respect to the 
portion of such facility or upgrade for which that Preceding Interconncction 
Customer bore cost responsibility. 
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(3) In the event that a Preceding Interconnection Customer elects to exchange 
Incremental Auction Revenue Rights for cost reimbursement pursuant to this 
section, (a) the Preceding Interconnection Customer shall relinquish the 
Incremental Auction Revenue Rights that it elects to exchange in writing, in a 
form and at a time reasonably satisfactory to the Office of the lnterconnection; Co) 
the Current lnterconnection Customer shall pay Transmission Provider, upon 
presentation of Transmission Provider's invoice therefor, an amount equal to the 
portion of such customer's cost responsibility for the relevant, previously- 
constructed facility or upgrade that is proportional to the Incremental Auction 
Revenue Rights that the Preceding lnterconnection Customer agreed to exchange; 
and (c) the Office of the Interconnection shall assign Incremental Auction 
Revenue Rights associated with the previously-constructed facility or upgrade to 
the Current Interconnection Customer in accordance with the following: 

(i) in the event that more than one Current Intereonnection Customer is 
contemporaneously eligible for a reallncation of Incremental Auction 
Revenue Rights associated with a facility or upgrade, the Office of the 
Interconnection shall use the procedures of Section 42.2 to w~allncate the 
Incremental Auction Revenue Rights made feasible by retirement of the 
Incremental Auction Revenue Rights relinquished by the Preceding 
Inten:onnection Customer, 

(ii) in all other instances, the Current Interconnection Customer shall be 
entitled to assignment of either (A) the Incremental Auction Revenue 
Rights associated with the pertinent facility or upgrade that the Preceding 
Interconnection Customer relinquished pursuant to this section, or (B) any 
new Incremental Auction Revenue Rights that are made feasible by 
retirement of the Incremental Auction Revenue Rights relinquished by the 
~ i n g  Interconnection Customer, provided, however, 

(iii) that if it is not feasible to assign Incremental Auction Revenue Rights 
associated with the pertinent facility or upgrade to the Current 
Interconnection Customer in proportion to such customer's cost 
responsibility for that facility or upgrade, then (A) the Current 
Interconnection Customer's cost responsibility for the pertinent facility or 
upgrade shall be reduced to an amount proportional to the Incremental 
Auction Revenue Rights that can be feasibly assigned to it, and (B) the 
Preceding Interconnection Customer's Incremental Auction Revenue Rights 
associated with the pertinent facility or upgrade shall be reduced only by a 
quantity proportional to the Current Interconnection Customer's final cost 
responsibility. In the event of a reduction in the Current Interconnection 
Customer's cost responsibility for a previously-constructed facility or 
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upgrade pursuant to this subparagraph (3)(c)(iii), Transmission Provider 
shall refund to the Current Interconnection Customer the difference 
between the amount such customer paid pursuant to subsection (3)03) of 
this Section 42.3A and the amount of its final cost responsibility for the 
pertinent facility or upgrade. 

Upon completion of the re, allocation process, Transmission Provider shall pay to 
the Preceding Intereonnection Customer an amount that is proportional to the 
Current lnterconnecfion Customer's final cost responsibility for the pertinent 
facility or upgrade and to the Incremental Auction Revenue Rights relinquished 
by the Preceding Intereonnection Customer. 

(4) The Office of the Intereonnection shall specify deadlines for the procedural 
steps in reallocating Incremental Auction Revenue Rights pursuant to this 
section and shall complete the reallocation process before the date of 
commencement of intereonnection service for the Current Intereonnection 
Customer. 
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42.4 Length  of Incremental  Auction Revenue Rights: Incremental Auction 
Revenue Rights received by an Interconnection Customer pursuant to this section 
shall be effective for thirty (30) years or the life of the facility or upgrade, 
whichever is less, subject to any subsequent pro-rata reductions of all Auction 
Revenue Rights (including Incremental Auction Revenue Rights) in accordance 
with Attachment K. At any time during this thirty-year period (or the life of the 
facility or upgrade, whichever is less), in lieu of continuing this thirty-year 
Auction Revenue Right, the Interconnection Customer shall have a one-time 
choice to switch to an optional mechanism, whereby, on an annual basis, the 
customer has the choice to request an Auction Revenue Right during the annual 
Auction Revenue Rights allocation process (pursuant to Section 7.4.2 of the 
Appendix to Attachment K of the Tariff) between the same source and sink, 
provided the Auction Revenue Right is simultaneously feasible, pursuant to 
Section 7.5 of the Appendix to Attachment K of the Tariff. An Interconnection 
Customer may return Incremental Auction Revenue Rights that it no longer 
desires at any time, provided that the Office of  the Interconnection determines 
that it can simultaneously accommodate all remaining outstanding Auction 
Revenue Rights following the return of such Auction Revenue Rights. In the 
event an Interconnection Customer returns Incremental Auction Revenue Rights, 
the Intereonnection Customer shall have no further rights regarding such 
Incremental Auction Revenue Rights. 

42.5 Rate-based Facilities: No Incremental Auction Revenue Rights shall be received 
by an Interconnection Customer with respect to transmission investment that is 
included in the rate base of a public utility and on which a regulated return is 
earned. 
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contractor orders and agreements entered into by the 
Interconnected Transmission Owner to design, construct, install, 
operate, maintain and own the TO lnterconnection Facilities, 
provided, however, that Interconnection Customer shall have the 
right to choose to take delivery of any equipment ordered by the 
Interconnected Transmission Owner for which Transmission 
Provider otherwise would authorize cancellation of the purchase 
order;, or (b) remove any TO Interconnection Facilities built by the 
Interconnected Transmission Owner or any TO Interconnection 
Facilities built by the Interconnection Customer (but only after title 
to the subject facilities has been transferred to the Interconnected 
Transmission Owner); or (c) partially or entirely complete the TO 
Interconnection Facilities as necessary to preserve the integrity or 
reliability of the Transmission System, provided that 
Interconnection Customer shall be entitled to receive any 
Incremental Auction Revenue Rights associated with such 
facilities and upgrades as determined in accordance with Section 
42 of the Tariff; or (d) undo any of the changes to the 
Transmission System that were made pursuant to this Subpart C 
and the Construction Service Agreement. To the extent that the 
Interconnection Customer has fully paid for equipment that is 
unused upon cancellation or which is removed pursuant to 
subsection Co) above, the Interconnection Customer shall have the 
right to take back title to such equipment; alternatively, in the 
event that the Interconnection Customer does not wish to take back 
title, the Interconnected Transmission Owner may elect to pay the 
lnterconnection Customer a mutually agreed amount to acquire and 
own such equipment. 
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SCHEDULE 9 

PJM Interconnect'ion, L.L.C. Administrative Services 

a) PJM Intereonnection, L.L.C. is the Transmission Provider under this Tariff. It 
also operates the PJM Interchange Energy Market as described in the Appendix to Attachment K 
of this Tariff and provides various other services to market participants. The cost of operating 
the PJM Intereonnection, L.L.C., including principal and/or depreciation expense, interest 
expense and financing costs, shall be recovered from users of the various PJM services under this 
Schedule 9 and its subsidiary Schedules which correspond to categories of services ("Service 
Categories") provided by PJM. The charge in any month to any user of PJM's services under 
this Schedule 9 is the sum of the charges under the following subsidiary Schedules of this 
Schedule 9 to the extent determined to be applicable by the Transmission Provider to such user 
in such month: 

Schedule 9-1: 
Schedule 9-2: 
Schedule 9-3: 
Schedule 9-4: 

Schedule 9-5: 

"Control Area Administration Service" 
"Financial Transmission Rights Administration Service" 
"Market Support Service" 
"Regulation and Frequency Response Administration 
Service" 
"Capacity Resource and Obligation Management Service" 

b) The rates, terms, conditions, and applicability of these subsidiary services of this 
Schedule 9 are set forth on the subsidiary Schedules of this Schedule 9. 

c) This Schedule 9 also includes a subsidiary Schedule 9-6, "Management Services 
Cost," which shall govern the determination and allocation of certain overhead and 
administrative costs among subsidiary Schedules 9-1 through 9-5. 

d) Each of the subsidiary Schedules 9-1 through 9-5 of this Schedule 9 contains a 
formula for determination of the rate or charge thereunder. The rates and charges for Schedule 
9-1 shall be determined monthly based on the costs incurred in such month, pursuant to the 
formulas set forth in such schedule. The rates and charges for Schedules 9-2 through 9-5 shall be 
determined annually pursuant to the formulas in such schedules, effective January 1 of each 
calendar year, based on PJM's Approved Budget applicable to such calendar year (subject to the 
rate moderation plan prescribed by paragraph (i) below) and on projected billing determinants 
forecasted in connection with such budget. The variance each month between the actual costs 
incurred to provide the services under Schedules 9-2 through 9-5 in such month and the actual 
revenues from Schedules 9-2 through 9-5 in such month shall be added to, or subtracted from, 
the total amount to be recovered under Schedule 9-1 in the month immediately following the 
month in which such variance occurred, pursuant to the formula set forth in Schedule 9-1; 
provided, however, that this reconciliation of variances between actual costs and revenues shall 
take into account the rate moderation plan prescribed by paragraph (i) below. 
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SCHEDULE 9-2 

Financial Transmission Rights Administration Service 

a) Financial Transmission Rights Administration Service comprises all of the 
activities of PJM associated with administering the Financial Transmission Rights ("FIRs") 
provided for under Attachment K to this Tariff, including, but not limited to, coordination of 
FFR bilateral trading, administration of F I R  auctions, support of PJM's on-line, Interact-based 
eP'TR tool, and analyses to determine what total combination of F IRs  can be outstanding and 
accommodated by the PJM system at a given time. PJM provides this service to entities that 
hold FIRs. 

b) PJM will charge each user of Financial Transmission Rights Administration 
Service each month a charge equal to the Financial Transmission Rights Administration Service 
Rate defined below times the quantity in megawatts of all FFRs held by such user in each hour 
of such month, summed for each hour that such user holds FIRs  during such month during the 
time period such F I R  is in effect. 

c) The Financial Transmission Rights Administration Service Rate shall be 
recalculated annually, effective January 1 each year, in accordance with the formula: 

F I R  Service Rate = Annual F I R  Cost 
Annual FFR Determinants 

where: 

"Annual F I R  Cost" equals the sum of the FI'R Cost Components A. 1 + A.2 + A.3, 
defined as follows: 

"A.I" equals the sum of the products of: (i) the assignment percentage for each of the 
Divisions associated with Financial Transmission Rights Administration Service as 
shown on the PJM Assignment Matrix in this Schedule 9, times (ii) the dollar amount for 
each such Division shown on the Approved Budget for the calendar year during which 
the Financial Transmission Rights Administration Service Rate shall be effective. 

"A.2" equals the Overhead Allocation to Financial Transmission Rights Administration 
Service determined pursuant to Schedule 9-6. 

"A.3" equals the assignment of Non-Divisional Costs to Financial Transmission Rights 
Administration Service based on the Approved Budget for the calendar year for which 
the Annual F IR  Cost is being determined. 
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and where 

"Annual FTR Determinants" equals the projected total amount of Financial Transmission 
Rights, in MWs, expected to be in effect each hour for all holders of Financial 
Transmission Rights during the calendar year that the Financial Transmission Rights 
Administration Service Rate shall be effective, summed for each hour of such calendar 
year. 
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5.0 

6.0 

7.0 

8.0 

Reconciliation Billing: For Network Load within the PJM Region, to the extent required, 
the Transmission Provider will reconcile the Network Customer's hourly energy 
responsibilities as initially reported to Transmission Provider and its hourly energy 
consumption based on, or estimated from, metered usage, and provide corresponding 
charges and credits to Network Customer. Such reconciliation, if required, shall be made 
at the same rates as Energy Imbalance Service. 

Designation of party subject to reciprocal service obligation: The Network Customer 
shall comply with Section 6 of the Tariff. 

Name(s) of any Intervening Systems providing transmission service: To the extent any 
Network Resources are located outside the PJM Region, the list of Network Resources 
maintained by the Transmission Provider referenced in Section 3.2 of these 
specifications, shall identify any intervening systems needed to deliver those Network 
Resources to the Network Customer's retail load. 

C h ~ e s :  Service under this Service Agreement may be subject to some combination of 
the charges detailed below. (The appropriate charges for individual transactions will be 
determined in accordance with the terms and conditions of the Tariff.) 

8.1 Embedded Cost Transmission Charge: The embedded cost transmission charge 
shall be determined in accordance with the formula set forth in Section 34 of the 
Tariff. 

8.2 System Impact and Facilities Study Charges: To the extent Network Resources 
are located outside, or a new resource is added to, the PJM Region, a System 
Impact Study and/or Facilities Study Agreement and related charges may be 
required pursuant to Section 32 of the Tariff. 
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8.3 Direct Assignment Facilities Charge: To the extent that facilities or portions of 
facilities must be constructed by a Transmission Owner for the sole use or benefit 
of the Network Customer to accommodate the service requested by the Network 
Customer, the Network Customer shall be responsible for the cost of such Direct 
Assignment Facilities, and the charges for such facilities shall be specified at the 
time that the Transmission Provider determines the facilities that are needed to 
provide the requested service. 

8.4 Ancillary Services Charge: In addition to Energy Imbalance Service, 
Transmission Provider shall bill the Network Customer for ancillary services in 
accordance with Schedules 1, I-A, 2, 3, 5, 6, and 9 of the Tariff. To the extent 
required, the ancillary services charges shall also be reconciled based on any 
differences between the Network Customer's hourly energy responsibilities as 
initially reported to Transmission Provider and its hourly energy consumption 
based on, or estimated from, metered usage. 

8.5 Other Suooorting Facilities Charge: None. 

8.6 Losses: For Non-Zone Network Load, losses of 3 percent for on-peak hours and 
2.5 percent for off-peak hours shall be supplied as set forth in the Appendix to 
Attachment K of the Tariff. 

8.7 Other Charges: Transmission Provider shall charge Network Customer any and 
all other charges set forth in the Tariff applicable to providing Network 
Integration Service. 

9.0 Designated Agent: To the extent that a Designated Agent for one or more Network 
Customers provides to the Transmission Provider any of the information required by 
these Specifications, it shall provide the information separately for each Network 
Customer. 
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ATTACHMENT K - APPENDIX 

Preface. The provisions of the Appendix incorporate into the Tariff for ease of reference the 
provisions of Schedule 1 of the Operating Agreement. As a result, this Appendix will be 
modified, subject to the approval of the Federal Energy Regulatory Commission, so that the 
terms and conditions set forth herein remain consistent with the corresponding terms and 
conditions of Schedule 1 of the Operating Agreement. All references in this Appendix to 
"Agreement" or "Schedules" are references to the Operating Agreement and the schedules 
thereto unless otherwise noted. References to Schedule I are references to this Appendix. 

1. MARKET OPERATIONS 

1.1 Introduction. 

This Schedule sets forth the scheduling, other procedures, and certain general provisions 
applicable to the operation of the PJM Interchange Energy Market within the PJM Region. This 
Schedule addresses each of the three time-frames pertinent to the daily operation of the PJM 
Interchange Energy Market: Prescheduling, Scheduling, and Dispatch. 

1.2 Cost-based Offers. 

Unless and until the FERC shall authorize the use of market-based prices in the PJM 
Interchange Energy Market, all offers for energy or other services to be sold on the PJM 
Interchange Energy Market from generating resources located within the PJM Region shall not 
exceed the variable cost of producing such energy or other service, as determined in accordance 
with Schedule 2 to this Agreement and applicable regulatory standards, requirements and 
determinations; provided that, a Market Seller may offer to the PJM Interchange Energy Market 
the right to call on energy from a resource the output of which has been sold on a bilateral basis, 
with the rate for such energy if called equal to the curtailment rate specified in the bilateral 

contract. 

1.3 Definitions. 

1.3.1 Auction Revenue Rights. 

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

1.3.1A 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. 
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1.3.1B 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 l.lO of this Schedule. 

1.3.1C Day.ahead Prices. 

"Day-ahead Prices" shall mean the Locational Marginal Prices l~sulting from the 
Day-ahead Energy Market. 
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1.3.1D Decrement BkL 

"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 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. 

1.3.2 Equivalent Load. 

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

1.3.3 External M~.rket 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 PJM 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 Control Area and PJM West Region. 

1.3.5 Financial Transmission RighL 

"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(c) of this Schedule. 

1.3.5B Fimmclal Transmission Right Option. 

"Financial Transmission Right Option" shall mean a right to receive Transmission 
Congestion Credits as specified in Section 5.2.2(d) 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 PJM Control Area or PJM West Region, or of selling 
energy or related services in the PJM Interchange Energy Market or elsewhere. 
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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 PJM 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. 
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1.3.33 Spot Marke t  Energy. 

"Spot Market Energy" shall mean energy bought or sold by Market Participants 
through the PJM Interchange Energy Market at Locational Marginal Prices determined as 
specified in Section 2 of this Schedule. 

1.3.33A State Estinmtor.  

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

1.3.3313 Station Power. 

"Station Power" shall mean energy used for operating the electric equipment on 
the site of a generation facility located in the PJM Control Area 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 used to power synchronous condensers, used for pumping at a pumped storage 
facility, or used in association with restoration or black start service. 

1.3.33C 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 Transmiss ion 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, which shall be calculated and allocated as 
specified in Section 5.1 of this Schedule. 

1.3.35 Transmiss ion 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 Transmiss ion Customer.  

"Transmission Customer" shall mean an entity using Point-to-Point Transmission 
Service. 

1.3.37 Transmiss ion 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 P.IM 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. 
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1.3.37A Transmission Loading Relief. 

'q'ransmission Loading Relief' shall mean NERC's procedures for preventing 
operating security limit violations, as implemented by PJM as the security coordinator 
responsible for maintaining transmission security for the PJM Region. 
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03) During the Operating Day, the calculation set forth in (a) shall be performed every 
five minutes, using the Office of the Interconnection's Locational Marginal Price program, 
producing a set of Real-time Prices based on system conditions during the preceding interval. 
The prices produced at five-minute intervals during an hour will be integrated to determine the 
Real-time Prices for that hour. 

2.6 Calculation of Day-ahead Prices. 

For the Day-ahead Energy Market, day-ahead Locational Marginal Prices shall be 
determined on the basis of the least-cost' security-constrained dispatch, model flows and system 
conditions resulting from the load specifications, offers for generation, dispatchable load, Increment 
Bids, Decrement Bids, and bilateral transactions submitted to the Office of the Interconnection and 
scheduled in the Day-ahead Energy Market. Such prices shall be determined in accordance with the 
provisions of this Section applicable to the Day-ahead Energy Market and shall be the basis for 
purchases and sales of energy and Transmission Congestion Charges resulting from the Day-ahead 
Energy Market. This calculation shall be made for each hour in the Day-ahead Energy Market by 
applying a linear optimization method to minimize energy costs, given scheduled system conditions, 
scheduled transmission outages, and any transmission limitations that may exist. In performing this 
calculation, the Office of the Interconnection shall calculate the cost of serving an increment of load 
at each bus from each resource associated with an eligible energy offer as the sum of: (1) the price 
at which the Market Seller has offered to supply an additional increment of energy from the 
resource, and (2) the effect on transmission congestion costs (whether positive or negative) 
associated with increasing the output of the resource, based on the effect of increased generation 
ftom that resource on transmission line loadings. The energy offer or offers that can serve an 
increment of load at a bus at the lowest cost, calculated in this manner, shall determine the Day- 
abead Price at ~at bus. 

2.7 Performance Evaluation. 

The Office of the Interconnection shall undertake an evaluation of the foregoing 
procedures for the determination of Locational Marginal Prices, as well as the procedures for 
determining and allocating Financial Transmission Rights and associated Transmission 
Congestion Charges and Credits, not less often than every two years, in accordance with the PJM 
Manuals. To the extent practical, the Office of the Interconnection shall retain all data needed to 
perform comparisons and other analyses of Iocational marginal pricing. The Office of the 
Interconnection shall report the results of its evaluation to the Market Participants, along with its 
recommendations, if any, for changes in the procedures. 

3. ACCOUNTING AND BILLING 

3.1 Introduction. 

This schedule sets forth the accounting and billing principles and procedures for the 
purchase and sale of services on the PJM Interchange Energy Market and for the operation of the 
PJM Region. 
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(b) The Transmission Congestion Charge shall be the total amount of energy 
specified in such energy schedules multiplied by the difference between a Locational Marginal 
Price calculated by the Office of the Interconnection for the energy schedule source location 
specified in the NERC Interchange Distribution Calculator and a Locational Marginal Price 
calculated by the Office of the Interconnection for the energy schedule sink location specified in 
the NERC Interchange Distribution Calculator. Transmission Congestion Charges that are less 
than zero shall be set equal to zero for Transmission Loading Relief Customers. 

(c) The Office of the Interconnection will determine the I_z)cational Marginal 
Prices at the energy schedule source and sink locations external to PJM with reference to and 
based solely on the prices of energy in the PIM Region and at the interface buses between 
adjacent Control Areas and the PJM Region and the system conditions and actual power flow 
distributions as described by the PJM State Estimator program. The Office of the 
Interconnection will determine the Locational Marginal Prices at the external energy schedule 
source and sink locations and the resulting Congestion Charge based on the portion of the energy 
schedule that flows through the PJM Region as reflected by the flow distributions from the PJM 
State Estimator Program. 

5.1.7 Total Transm~ion Congestion Charges. 

The total Transmission Congestion Charges collected by the Office of the 
Intercounection each hour will be the aggregate net amounts determined as specified in this 
Schedule. The Office of the Interconnection shall collect Transmission Congestion Charges for 
each hour the transmission system operates under constrained conditions. 

5.2 Transmission Congestion Credit Calculation. 

5.2.1 Ellglbmty. 

(a) Except as provided in Section 5.2.1(b), each holder of a Financial 
Transmission Right shall receive as a Transmission Congestion Credit a proportional share of the 
total Transmission Congestion Charges collected for each constrained hour. 

(b) If a holder of a Financial Transmission Right between specified delivery 
and receipt buses acquired the Financial Transmission Right in a Financial Transmission Rights 
Auction (the procedures for which are set forth in Part 7 of this Schedule 1) and (i) had an 
Increment Bid and/or Decrement Bid that was accepted by the Office of the Interconnection for 
an applicable hour in the Day-ahead Energy Market for delivery or receipt at or near delivery or 
receipt buses of the Financial Transmission Right; and (ii) the result of the acceptance of such 
Increment Bid or Decrement Bid is that the difference in locational marginal prices in the Day- 
ahead Energy Market between such delivery and receipt buses is greater than the difference in 
locational marginal prices between such delivery and receipt buses in the Real-time Energy 
Market, then the Market Participant shall not receive any Transmission Congestion Credit, 
associated with such Financial Transmission Right in such hour, in excess of one divided by the 
number of hours in the applicable month multiplied by the amount that the Market Participant 
paid for the Financial Transmission Right in the Financial Transmission Rights Auction. 
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(c) For purposes of Section 5.2.1(b) a bus shall be considered at or near the 
Financial Transmission Right delivery or receipt bus if seventy-five percent or more of the 
energy injected or withdrawn at that bus and which is withdrawn or injected at any other bus is 
reflected in the constrained path between the subject Financial Transmission Right delivery and 
receipt buses that were acquired in the Financial Transmission Rights Auction. 

5.2.2 Financial Transmission Rights 

(a) Transmission Congestion Credits will be calculated based upon the 
Financial Transmission Rights held at the time of the constrained hour. Except as provided in 
paragraph (e) below, Financial Transmission Rights shall be auctioned as set forth in Section 7. 

(b) The hourly economic value of a Financial Transmission Right Obligation 
is based on the Financial Transmission Right MW reservation and the difference between the 
Day-ahead Price at the point of delivery and the point of receipt of the Financial Transmission 
Right. The hourly economic value of a Financial Transmission Right Obligation is positive (a 
benefit to the Financial Transmission Right holder) when the Day-ahead Price at the point of 
delivery is higher than the Day-ahead Price at the point of receipt. The hourly economic value of 
a Financial Transmission Right Obligation is negative (a liability to the holder) when the Day- 
ahead Price at the point of receipt is higher than the Day-ahead Price at the point of delivery. 

(c) The hourly economic value of a Financial Transmission Right Option is 
based on the Financial Transmission Right MW reservation and the difference between the Day- 
ahead Price at the point of delivery and the point of receipt of the Financial Transmission Right 
when that difference is positive. The hourly economic value of a Financial Transmission Right 
Option is positive (a benefit to the Financial Transmission Right holder) when the Day-ahead 
Price at the point of delivery is higher than the Day-ahead Price at the point of receipt. The 
hourly economic value of a Financial Transmission Right Option is zero (neither a benefit nor a 
liability to the holder) when the Day-ahead Price at the point of receipt is higher than the Day- 
ahead Price at the point of delivery. 

(d) A Financial Transmission Right, or the right to Transmission Congestion 
Credits attributable to a Financial Transmission Right, may be sold or otherwise transferred by 
agreement, subject to compliance with such procedures as may be established by the Office of 
the Interconnection for verification of the rights of the purchaser or transferee. 

(e) Financial Transmission Rights shall be allocated to each Firm 
Transmission Customer and Network Service User in a new PJM zone in the manner specified 
below. Such Financial Transmission Rights shall remain in effect until the first annual allocation 
of auction revenue rights to occur after the integration of such new PJM zone into the PJM 
interchange energy market. 

(i) Subject to the provisions of Section B of Attachment K of the PYM 
Tariff, by such deadline established by the Office of the 
lntereonnection, each Network Service User in a new PJM zone 
shall designate a subset of its Network Resources for which 
Financial Transmission Rights will be assigned, Financial 
Transmission Rights shall be assigned for each Network Resource 
in a number of megnwatts equal to or less than the installed 
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capacity summer megawatt rating of each designated Network 
Resource, determined at the new PJM zone transmission bus at 
which the designated Network Resource is connected. Each 
Financial Transmission Right shall be to the aggregate load busses 
of the Network Service User in a new PJM zone. The sum of each 
Network Service User 's  assigned Financial Transmission Rights 
for a Zone must be equal to or less than the Network Service 
User's peak load for that Zone as determined under Section 34.2 of 
the Tariff. The sum of each Network Service User's Financial 
Transmission Rights for Non-Zone Network Load must be equal to 
or less than the Network Service User 's  transmission responsibility 
for Non-Zone Network Load as determined under Section 34.2 of 
the Tariff. 

Each Transmission Customer receiving firm Transmission Service 
shall be assigned Financial Transmission Rights; provided, 
however, that a Transmission Customer may notify the Office of 
Interconnection that it does not wish to receive any FTRs or wishes 
to receive FFRs only for certain Point or Points of Receipt and 
Point or Points of Delivery, in which event no FTRs or such 
reduced amount of FTRs shall be issued to the Transmission 
Customer. The Financial Transmission Right for each instance of 
Point-to-Point Transmission Service shall be a number of 
megawatts equal to the megawatts of firm service being provided 
between the receipt and delivery points as to which the 
Transmission Customer has firm Point-to-Point Transmission 
Service. 

All Financial Transmission Rights must be simultaneously 
feasible. If all Financial Transmission Right requests made when 
Financial Transmission Rights are allocated for the new zone are 
not feasible Financial Transmission Rights are prorated and 
allocated in proportion to the MW level requested and in inverse 
proportion to the effect on the binding constraints. 
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5.2.3 Target Allocation of Transmission Congestion Credits, 

A target allocation of Transmission Congestion Credits for each entity holding a 
Financial Transmission Right shall be determined for each Financial Transmission 
Rights. Each Financial Transmission Right shall be multiplied by the Day-ahead Price 
differences for the receipt and delivery points associated with the Financial Transmission 
Right, calculated as the Locational Marginal Price at the delivery point(s) minus the 
Locational Marginal Price at the receipt point(s). For the purposes of calculating 
Transmission Congestion Credits, the Day-ahead Price of a Zone is calculated as the sum 
of the Day-ahead Price of the buses that comprise the Zone multiplied by the percent of 
annual peak load assigned to each node. When the FTR Target Allocation is positive, the 
FTR Target Allocation is a credit to the FFR holder. When the F IR  Target Allocation is 
negative, the FFR Target Allocation is a debit to the F IR  holder if the F IR  is a Financial 
Transmission Right Obligation. When the F IR  Target Allocation is negative, the FTR 
Target Allocation is set to zero if the PTR is a Financial Transmission Right Option. The 
total target allocation for Network Service Users and Transmission Customers for each 
hour shall be the sum of the target allocations associated with all of the Network Service 
Users' or Transmission Customers' Financial Transmission Rights. 

5.2.4 [Reserved] 
5.2.5 Calculation of Transmission Congestion Credits. 

(a) The total of all the target allocations determined as specified above shall 
be compared to the total Transmission Congestion Charges in each hour resulting from both the 
Day-ahead Energy Market and the Real-time Energy MarkeL If the total of the target allocations 
is less than the total of the Transmission Congestion Charges, the Transmission Congestion 
Credit for each entity holding an F I R  shall be equal to its target allocation. All remaining 
Transmission Congestion Charges shall be distributed as described below in Section 5.2.6 
"Distribution of Excess Congestion Charges." 

(b) If the total of the target allocations is greater than the total Transmission 
Congestion Charges for the hour resulting from both the Day-ahead Energy Market and the Real- 
time Energy Market, each holder of Financial Transmission Rights shall be assigned a share of 
the total Transmission Congestion Charges in proportion to its target allocations for Financial 
Transmission Rights which have a positive Target Allocation value. Financial Transmission 
Rights which have a negative Target Allocation value are assigned the full Target Allocation 
value as a negative Transmission Congestion Credit. 

5.2.6 Distribution of Excess Congestion Charges. 

(a) Excess Transmission Congestion Charges accumulated in a month shall be 
distributed to each bolder of Financial Transmission Rights in proportion to, but not more than, 
any deficiency in the share of Transmission Congestion Charges received by the holder during 
that month as compared to its total target allocations for the month. 
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(b) After the excess Transmission Congestion Charge distribution described in 
Section 5.2.6(a) is performed, any excess Transmission Congestion Charges remaining at the end 
of a month shall be distributed to each holder of Financial Transmission Charges received by the 
holder during the current calendar year, including previously distributed excess Transmission 
Congestion Charges, as compared to its total target allocation for the calendar year. 

(c) Any excess Transmission Congestion Charges remaining at the end of a 
calendar year shall be distributed to each holder of Auction Revenue Rights in proportion to, but 
not more than, any Auction Revenue Right deficiencies for that calendar year. After Auction 
Revenue Right deficiencies are satisfied, any remaining excess Transmission Congestion 
Charges shall be distributed to Network Service Users and Transmission Customers purchasing 
Firm Point-to-Point Transmission Service in proportion to their Demand Charges for Network 
Service and their charges for Reserved Capacity for Firm Point-to-Point Transmission Service. 

5.3 Unscheduled Transmission Service (Loop Flow). 

(a) When there are agreements between the Members (or the Office of the 
lnterconnection on behalf of the Members) and others for compensation to be paid or received 
for unscheduled transmission service (loop flow) into or out of the PJM Region, the net 
compensation received shall be included in the total Transmission Congestion Charges that are 
distributed in accordance with Section 5.2. 

(13) With respect to payments by the Office of Interconnection to the New 
York Power Pool for the installation and operation of phase angle regulating facilities at Ramapo 
to control or limit unscheduled transmission service (loop flow), each East Transmission Owner 
with revenue requirements under the PJM Tariff shall pay a share of the charges on a 
transmission revenue requirements ratio share basis. 

6. "MUST-RUN" FOR RELIABILITY GENERATION 

6.1 Introduction. 

The following procedures shall apply to any generation resource subject to the dispatch 
of the Office of the Interconnection that (a) is a generation resource for which construction 
commenced before July 9, 1996, and (b) as a result of transmission constraints, the Office of the 
Interconnection determines, in the exercise of Good Utility Practice, must be run in order to 
maintain the reliability of service in the PJM Region. The provisions of this Schedule shall 
otherwise apply to the scheduling, dispatch, operation and accounting treatment of such 
resources, to the extent not inconsistent with the provisions of this Section 6. 

6.2 Identification of Facility Outages. 

Not later than one hour prior to the deadline specified in Section 1.10.1 of this Schedule, 
the Office of the Intereonnection shall identify on the PJM Open Access Same-Time Information 
System any facility outage or other system condition which it has determined may give rise to a 
transmission constraint that may require, in order to maintain system reliability, the dispatch of 
one or more generation resources that otherwise would not be dispatched based on the merits of 
their offers to the PJM Interchange Energy Market. 
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7. FINANCIAL TRANSMISSION RIGHTS AUCTIONS 

7.1 Auctions of Financial Transmission Rights. 

Annual and periodic auctions to allow Market Participants to acquire or sell 
Financial Transmission Rights shall be conducted by the Office of the Interconnection in 
accordance with the provisions of this Section. 

7.1.1 Auction Period and Scope of Auctions. 

The periods covered by auctions shall be: (1) the one-year period beginning the 
month after the final round of the annual auction and (2) the one-month period following the date 
that the monthly auction is conducted. With the exception of FIRs allocated pursuant to section 
5.2.2 (e) of this Schedule, in the annual auction, the Office of the lnterconnection shall offer for 
sale the entire Financial Transmission Rights capability for the year in four rounds with 25 
percent of the capability offered in each round. In the monthly auction, the Office of the 
Interconnection shall offer for sale any remaining Financial Transmission Rights capability for 
the month after taking into account all of the Financial Transmission Rights already outstanding 
at the time of the auction. In addition, any holder of a Financial Transmission Right for the 
period covered by an auction may offer such Financial Transmission Right for sale in such 
auction. On-Peak, off-peak and 24-hour FIRs will be offered in the annual and monthly 
auctions. FTRs will be offered as Financial Transmission Right Obligations and Financial 
Transmission Right Options. Market Participants may bid for and acquire any number of 
Financial Transmission Rights, provided that all Financial Transmission Rights awarded are 
simultaneously feasible with each other and with all Financial Transmission Rights outstanding 
at the time of the auction and not sold into the auction. An ARR holder may self-schedule an 
FIR on the same path in the Annual FrR Auction according to the rules described in the PJM 

Manuals. 

7.1.2 Frequency and Time of Auctions. 

Annual Financial Transmission Rights auctions shall offer the entire FTR 
capability of the PJM system in four rounds with 25 percent of the capability offered in each 
round. Each round shall be conducted over five business days by such timelinc established by 
the Office of the Interconnection. Each round shall begin with the bid and offer period opening 
the first day at 12:00 midnight (Eastern Prevailing Time) and closing the third day at 5:00 p.m. 
(Eastern Prevailing Time). Monthly, Financial Transmission Rights auctions shall be held. The 
bid and offer period shall open at 12:00 midnight (Eastern Prevailing Time) on the thirteenth 
(13th) business day preeeeding the month for which Financial Transmission Rights are being 
auctioned and shall close at 5:00 PM (Eastern Prevailing Time) on the tenth (10th) business day 
preceding the month for which Financial Transmission Rights are being auctioned. 
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7.1.3 Duration of Financial Transmission Rights. 

Each Financial Transmission Right acquired in a Financial Transmission Rights 
auction shall entitle the holder to credits of Transmission Congestion Charges for the period that 
was specified in the corresponding auction. 

7.2 Financial Transmission Rights Characteristics. 

7.2.1 Reconflguration of Financial Transmission Rights. 

Through an appropriate linear programming model, the Office of the 
Interconnection shall reconfigure the Financial Transmission Rights offered or otherwise 
available for sale in any auction to maximize the value to the bidders of the Financial 
Transmission Rights sold, provided that any Financial Transmission Rights acquired at auction 
shall be simultaneously feasible in combination with those Financial Transmission Rights 
outstanding at the time of the auction and not sold in the auction. The linear programming model 
shall, while respecting transmission constraints and the maximum MW quantities of the bids and 
offers, select the set of simultaneously feasible Financial Transmission Rights with the highest 
net total auction value as determined by the bids of buyers and taking into account the 
reservation prices of the sellers. 
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7.2.2 Specified Receipt and Delivery Points. 

Auction bids for annual Financial Transmission Rights Obligations may specify 
as receipt and delivery points any combination of hubs, Zones, aggregates, generators, and 
interface buses. Auction bids for annual Financial Transmission Rights Options may specify as 
receipt and delivery points such combination of hubs, Zones, aggregates, generators, and 
interface buses as the Office of the Interconnection shall allow from time to time as set forth in 
its FTR business manual. Auction bids for monthly Financial Transmission Rights may specify 
any combination of receipt and delivery buses represented in the State Estimator model for 
which the Office of  the Interconnection calculates and posts I.x~ational Marginal Prices. 
Auction bids may specify receipt and delivery points from locations outside of the PJM Region 
to locations inside such area, from locations within the PJM Region to locations outside such 
area, or to and from locations within the area comprised of the PJM Region. 

7.2.3 Transmiss ion Congestion Charges.  

Financial Transmission Rights shall entitle holders thereof to credits only for 
Transmission Congestion Charges, and shall not confer a right to credits for payments arising 
from or relating to transmission congestion made to any entity other than the Office of the 
Interconnection. 

7.3 Auction Procedures. 

7.3.1 Role of the Office of the lnterconnection. 

Financial Transmission Rights auctions shall be conducted by the Office of  the 
lnterconnection in accordance with standards and procedures set forth in the PJM Manuals, such 
standards and procedures to be consistent with the requirements of this Schedule. 

7.3.2 Notice of Offer. 

A holder of  a Financial Transmission Right wishing to offer the Financial 
Transmission Right for sale shall notify the Office of  the Interconnection of any Financial 
Transmission Rights to be offered. Each Financial Transmission Rights sold in an auction shall, 
at the end of the period for which the Financial Transmission Rights were auctioned, nevert to the 
offering holder or the entity to which the offering holder has transferred such Financial 
Transmission Right, subject to the term of the Financial Transmission Right itself and to the right 
of such holder or transferee to offer the Financial Transmission Right in the next or any 
subsequent auction during the term of the Financial Transmission Right. 

7.3.3 Pending Applications for F i n n  Service. 

(a) IReserved] 
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(b) Financial Transmission Rights may be assigned to entities requesting 
Network Transmission Service or Firm Point-to-Point Transmission Service pursuant to Section 
5.2.2 (e), only if such Financial Transmission Rights are simultaneously feasible with all 
outstanding Financial Transmission Rights, including Financial Transmission Rights effective 
for the then-current auction period. If an assignment of Financial Transmission Rights pursuant 
to a pending application for Network Transmission Service or Firm Point-to-Point Transmission 
Service cannot be completed prior to an auction, Financial Transmission Rights attributable to 
such transmission service shall not be assigned for the then-currant auction period. If a Financial 
Transmission Right cannot be assigned for this reason, the applicant may withdraw its 
application, or request that the Financial Transmission Right be assigned effective with the start 
of the next auction period. 

7.3.4 On-Peak, Off.Peak and 24-Hour Periods. 

On-peak, off-peak and 24-hour FIRs  will be offered in the annual and monthly 
auction.. On-Peak Financial Transmission Rights shall cover the periods from 7:00 a.m. up to 
the hour ending at I l:00 p.m. on Mondays through Fridays, except holidays as defined in the 
PJM Manuals. Off-Peak Financial Transmission Rights shall cover the periods from I 1:00 p.m. 
up to the hour ending 7:00 a.m. on Mondays through Fridays and all hours on Saturdays, 
Sundays, and holidays as defined in the PJM Manuals. The 24-hour period shall cover the period 
from hour ending 1:00 a.m. to the hour ending 12:00 midnight on all days. Each bid shall 
specify whether it is for an on-peak, off-peak, or 24-hour period. 

7.3-5 Offers and Bids. 

(a) Offers to sell and bids to purchase Financial Transmission Rights shall be 
submitted during the period set forth in Section 7.1.2, and shall be in the form specified by the 
Office of the Interconnection in accordance with the requirements set forth below. 

(b) Offers to sell shall identify the specific Financial Transmission Right, by 
megawatt quantity and receipt and delivery points, offered for sale. An offer to sell a specified 
megawatt quantity of Financial Transmission Rights shall constitute an offer to sell a quantity of 
Financial Transmission Rights equal to or less than the specified quantity. An offer to sell may 
not specify a minimum quantity being offered. Each offer may specify a reservation price, 
below which the offeror does not wish to sell the Financial Transmission Right. Offers 
submitted by entities holding rights to Financial Transmission Rights shall be subject to such 
reasonable standards for the verification of the rights of the offeror as may be established by the 
Office of the Intereonnection. Offers shall be subject to such reasonable standards for the 
creditworthiness of the offeror or for the posting of security for performance as the Office of the 
Interconnection shall establish. 

(c) Bids to purchase shall specify the megawatt quantity, price per megawatt, 
and receipt and delivery points of the Financial Transmission Right that the bidder wishes to 
purchase. A bid to purchase a specified megawatt quantity of Financial Transmission Rights 
shall constitute a bid to purchase a quantity of Financial Transmission Rights equal to or less 
than the specified quantity. A bid to purchase may not specify a minimum quantity that the 

bidder 
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wishes to purchase. A bid may specify receipt and delivery points in accordance with Section 
7.2.2 and may include Financial Transmission Rights for which the associated Transmission 
Congestion Credits may have negative values. Bids shall be subject to such reasonable standards 
for the creditworthiness of the bidder or for the posting of security for performance as the Office 
of the Interconnection shall establish. 

(d) Bids and offers shall be specified to the nearest tenth of a megawatt and 
shall be greater than zero. 

7.3.6 Determination of Winning Bids and Clearing Price. 

(a) At the close of each bidding period, the Office of the Interconnection will 
create a base Financial Transmission Rights power flow model that includes all outstanding 
Financial Transmission Rights that have been approved and confirmed for any portion of the 
month for which the auction was conducted and that were not offered for sale in the auction. 
The base Financial Transmission Rights model also will include estimated uncompensated 
parallel flows into each interface point of the PJM Control Area and estimated scheduled 
transmission outages. 

(b) In accordance with the requirements of Section 7.4.5 of this Schedule and 
subject to all applicable transmission constraints and reliability requirements, the Office of the 
Intemonnection shall determine the simultaneous feasibility of all outstanding Financial 
Transmission Rights not offered for sale in the auction and of all Financial Transmission Rights 
that could be awarded in the auction for which bids were submitted. The winning bids shall be 
determined from an appropriate linear programming model that, while respecting transmission 
constraints and the maximum MW quantities of the bids and offers, selects the set of 
simultaneously feasible Financial Transmission Rights with the highest net total auction value as 
determined by the bids of buyers and taking into account the reservation prices of the sellers. In 
the event that them are two or more identical bids for the selected Financial Transmission Rights 
and them are insufficient Financial Transmission Rights to accommodate all of the identical bids, 
then each such bidder will receive a pro rata share of the Financial Transmission Rights that can 
be awarded. 

(c) Financial Transmission Rights shall be sold at the market-clearing price 
for Financial Transmission Rights between specified pairs of receipt and delivery points, as 
determined by the bid value of the marginal Financial Transmission Right that could not be 
awarded because it would not be simultaneously feasible. The linear programming model shall 
determine the clearing prices of all Financial Transmission Rights paths based on the bid value 
of the marginal Financial Transmission Rights, which are those Financial Transmission Rights 
with the highest bid values that could not be awarded fully because they were not simultaneously 
feasible, and based on the flow sensitivities of each Financial Transmission Rights path relative 
to the marginal Financial Transmission Rights paths flow sensitivities on the binding 
transmission constraints. 
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7.3.7 Announcement of Winners and Prices. 

Within two (2) business days after the close of a monthly auction or annual 
auction round, the Office of the Interconnection shall post the winning bidders, the 
megawatt quantity, and the receipt and delivery points for each Financial Transmission 
Right awarded in the auction and the price at which each Financial Transmission Right was 
awarded. The Office of the Interconnection shall not disclose the price specified in any bid 
to purchase or the reservation price specified in any offer to sell. 

7.3.8 Auction Settlements. 

All buyers and sellers of Financial Transmission Rights between the same 
points of receipt and delivery shall pay or be paid the market-clearing price, as determined 
in the auction, for such Financial Transmission Rights. 

7.4 Allocation of Auction Revenues. 

7.4.1 Eligibility 

(a) annual and monthly auction revenues, net of payments to entities 
selling Financial Transmission Rights into the auction, shall be allocated among holders of 
Auction Revenue Rights in proportion to, but not more than, the Target Allocation of 
Auction Revenue Rights Credits for the holder. 

(b) Auction Revenue Rights Credits will be calculated based upon the 
clearing price results of the applicable Annual Financial Transmission Rights auction. 

7.4.2 Auction Revenue Rights 

(a) For the year 200312004 planning period, the following Auction 
Revenue Rights allocation procedure shall apply. Each Network Service User may request 
a subset of its Network Resources for which available Auction Revenue Rights shall be 
allocated. Auction Revenue Rights shall be allocated for each Network Resource in a 
number of megawatts equal to or less than installed capacity summer megawatt rating of 
each designated Network Resource, determined at the PJM Control Area or PJM West 
Region transmission bus at which the designated Network Resource is connected. Each 
Auction Revenue Right shall be to the aggregate load busses of the Network Service User 
in a Zone or, with respect to Non-Zone Network Load, to the border of the area comprised 
of the PJM West Region and PJM Control Area. The sum of each Network Service User's 
allocated Auction Revenue Rights for a Zone must be equal to or less than the Network 
Service User's peak load for that Zone as determined under Section 34.1 of the Tariff. The 
sum of each Network Service User's Auction Revenue Rights for Non-Zone Network Load 
must be equal to or less than the Network Service User's transmission responsibility for 
Non-Zone Network Load as determined under Section 34.1 of the Tariff. 
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(b) Subsequent to the 200312004 planning period the following Auction 
Revenue Rights allocation procedure shall apply. On an annual basis by such deadline 
established by the Office of the Interconnection, each Network Service User shall designate 
a subset of buses from which Auction Revenue Rights will be sourced. Valid Auction 
Revenue Rights source buses include only zones, generators, hubs and external interface 
buses. The Network Service User shall specify the amount of Auction Revenue Rights 
requested from each source bus. Each Auction Revenue Right shall be sinked to the 
aggregate load busses of the Network Service User in a Zone or, with respect to Non-Zone 
Network Load, to the border of the area comprised of the PJM West Region and PJM 
Control Area. The sum of each Network Service User 's  allocated Auction Revenue Rights 
for a Zone must be equal to or less than the Network Service User 's  peak load for that Zone 
as determined under Section 34.1 of the Tariff. The sum of each Network Service User 's  
Auction Revenue Rights for Non-Zone Network Load must be equal to or less than the 
Network Service User's transmission responsibility for Non-zone Network Load as 
determined under Section 34.1 of the Tariff. The allocation of Auction Revenue Rights 
shall be performed in four stages, with 25 percent of the system Auction Revenue Rights 
capability allocated in each stage. 

(c) On a daily basis within the annual Financial Transmission Rights 
auction period, a proportionate share of Network Service User's Auction Revenue Rights 
for each Zone are allocated as Network Load changes from one Network Service User to 
another within that Zone. 

(d) Each Transmission Customer receiving firm Point-to-Point 
Transmission Service shall specify whether it wishes to receive Auction Revenue Rights. 
The Auction Revenue Right for each instance of Point-to-Point Transmission Service shall 
be a number of  megawatts equal to the megawatts of  firm service being provided between 
the receipt and delivery points as to which the Transmission Customer has firm Point-to- 
Point Transmission Service. 

(e) All Auction Revenue Rights must be simultaneously feasible. If all 
Auction Revenue Right requests made during the annual allocation process are not feasible 
then Auction Revenue Rights are prorated and allocated in proportion to the MW level 
requested and in inverse proportion to the effect on the binding constraints. 
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7.4.3 Target Allocation of Auction Revenue Right Credits 

A target allocation of Auction Revenue Right Credits for each entity holding an 
Auction Revenue Right shall be determined for each Auction Revenue Right. After each 
round of the annual Financial Transmission Right Auction, each Auction Revenue Right 
shall be divided by four and multiplied by the price differences for the receipt and delivery 
points associated with the Auction Revenue Right, calculated as the Locational Marginal 
Price at the delivery points(s) minus the Locational Marginal Price at the receipt point(s), 
where the price for the receipt and delivery point is determined by the clearing prices of 
each round of the annual Financial Transmission Right auction. The daily total target 
allocation for an entity holding the Auction Revenue Rights shall be the sum of the daily 
target allocations associated with all of the entity's Auction Revenue Rights. 

7.4.4 Calculation of Auction Revenue Right Credits 

(a) Each day, the total of all the daily target allocations determined as 
specified above in section 7.4.3 plus any additional Auction Revenue Rights target 
allocations applicable for that day shall be compared to the total revenues of the monthly 
Financial Transmission Rights auction (divided by the number of days in the month) plus 
the total revenues of the annual Financial Transmission Rights auction (divided by the 
number of days in the planning period). If the total of the target allocations is less than the 
total auction revenues, the Auction Revenue Right Credit for each entity holding an 
Auction Revenue Right shall be equal to its target allocation. All remaining funds shall be 
distributed as Excess Congestion Charges pursuant to Section 5.2.5. 

(b) If the total of the target allocations is greater than the total auction 
revenues, each holder of Auction Revenue Rights shall be assigned a share of the total 
auction revenues in proportion to its Auction Revenue Rights target allocations for Auction 
Revenue Rights which have a positive Target Allocation value. Auction Revenue Rights 
which have a negative Target Allocation value are assigned the full Target Allocation value 
as a negative Auction Revenue Right Credit. 

7.5 Simultaneous Feasibility 

The Office of the lnterconnection shall make the simultaneous feasibility 
determinations specified herein using appropriate powerflow models of contingency- 
constrained dispatch. Such determinations shall take into account outages of both 
individual generation units and transmission facilities and shall be based on reasonable 
assumptions about the configuration and availability of transmission capability during the 
period covered by the auction that are not inconsistent with the determination of the 
deliverability of Capacity Resources under the Reliability Assurance Agreement or the 
deliverability of Available Capacity Resources under the Reliability Assurance Agreement- 
West. The goal of the simultaneous feasibility determination shall be to ensure that there 
are sufficient revenues from Transmission Congestion Charges to satisfy all Financial 
Transmission Rights obligations for the auction period under expected conditions and to 
ensure that there are sufficient revenues from the annual Financial Transmission Right 
Auction to satisfy all Auction Revenue Rights obligations. 
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provided pursuant to a state requirement that the Transmission Provider or 
Transmission Owner offer the unbundled transmission service, or pursuant to a 
voluntary offer of such service by a Transmission Owner. (ii) Any retail customer 
taking unbundled transmission service pursuant to a state requirement that the 
Transmission Provider or a Transmission Owner offer the transmission service, or 
pursuant to a voluntary offer of such service by a Transmission Owner, is an 
Eligible Customer under the Tariff. 

1.11A Energy Resource: A generating facility that is not a Capacity Resource or 
Available Capacity Resource. 

1.12 Facilities Study: An engineering study conducted by the Transmission Provider 
(in coordination with the affected Transmission Owner(s)) to determine the 
required modifications to the Transmission Provider's Transmission System, 
including the cost and scheduled completion date for such modifications, that will 
be required to provide the requested transmission service or to accommodate an 
Interconnection Request. 

1.12A Feasibility Study: A study conducted by the Transmission Provider in 
accordance with Section 36.2 of this Tariff. 

1.13 Firm Point-To-Point Transmiss ion Service: Transmission Service under this 
Tariff that is reserved and/or scheduled between specified Points of Receipt and 
Delivery pursuant to Part rl of this Tariff. 

1.14 Good Utility Practice: 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 to be acceptable practices, 
methods, or acts generally accepted in the region. 

1.14A Incremental  F'r.='J Tmn==::.~..~'e=~ff&[9~.F~ffdl~ Right: The additional F4.ed 
Tr'-n':.m!::ic= Auction Revenue Rights: (ps defined in Scction 1.3. I of the 
AoDendix to Attachment K to the Tariff3 not previously feasible, created by the 
addition of Merchant Transmission Facilities. or a new transmission facility or 
upgrade resulting from the accommodation of an Interconnection Request(s-) 
pursuant to Part IV of the Tariff. 

1.14B [Reserved]. 
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36.6.3 Incremental Y ' . ~  Tra:=.::=.:':z.:~.-- ~ R i g h t s :  The 
Interconnection Customer may request Transmission Provider to provide a 
non-binding estimate in the Facilities Study of the Incremental 
Tr'.:z~.m::;~.~ A~ction Revenue Rights associated with the facilities or 
upgrades for which the Interconnection Customer has cost responsibility 
on up to three (3) pairs of point-to-point combinations. The ultimate 
assignment of Incremental F~r, ed Tran=m!~';~,~n ~ R i g h t s  
will be made pursuant to the allocation process set forth in Section 42 of 
the PJM Tariff and may depend upon the point-to-point combination 
requests and cost responsibilities of other Interconnection Customers. 

36.7 Facilities Study Procedures: The Transmission Provider will conduct Facilities 
Studies relating to the lnterconnection Requests that were evaluated in the 
corresponding System Impact Studies, to the extent such lnterconnection 
Requests have not been terminated and withdrawn. When completed, the 
Facilities Studies will include good faith estimates of the cost, determined in 
accordance with Section 37 of the Tariff, to be charged to each affected 
Interconnection Customer for the Attachment Facilities, Local Upgrades, and 
Network Upgrades that are necessary to accommodate each Interconnection 
Request evaluated in the study and the time required to complete construction of 
the facilities and upgrades. 

36.8 Intereonnection Service Agreement: Upon completion of the Facilities Study, 
the Transmission Provider shall tender to each Interconnection Customer an 
Interconnection Service Agreement to be executed by the Interconnection 
Customer and the Transmission Provider. 

36.8.1 Cost Reimbursement: Pursuant to the Interconnection Service 
Agreement, an Interconnection Customer shall agree to reimburse the 
Transmission Provider (for the benefit of the affected Transmission 
Owner(s)) for the costs, determined in accordance with Section 37 of the 
Tariff, of constructing the necessary facilities and upgrades to 
accommodate its Interconnection Request. If the Interconnection 
Customer and the affected Transmission Owner(s) agree and so inform the 
Transmission Provider, the lntereonnection Service Agreement shall 
specify an appropriate rate that will directly assign and enable the affected 
Transmission Owner(s) to recover the costs of the facilities and upgrades. 
In the absence of such an agreement, the Interconnection Service 
Agreement shall obligate the Intereonnection Customer to reimburse the 
Transmission Provider (for the benefit of the affected Transmission 
Owner(s)) as the expenditures for design, engineering, and construction 
are made. The Transmission Provider shall distribute the revenues 
received under this Section 36.8.1 to the affected Transmission Owner(s). 
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41.3.3 Replacement of Generation: The holder of the Capacity lntereonnection 
Rights may retain its Capacity Interconnection Rights after the expiration of 
the three-year period described in Section 41.3.2 of the Tariff if it can 
demonstrate that it is actively engaged in the construction of replacement 
generation to be connected at the bus associated with the Capacity 
Interconnection Rights. The holder of the Capacity Interconnection Rights 
will retain only such rights that are commensurate with the size in megawatts 
of the replacement generation, not to exceed the amount of the holder's 
Capacity lnterconnection Rights. Any desired increase in Capacity 
Interconnection Rights shall require an Intereonnection Request and 
adherence to the pmee~res  in this Part IV-. 

41A Transfer of Capacity Interconnection Rights: Capacity Intereonnection Rights 
may be sold or otherwise transferred subject to compliance with such procedures as 
may be established by the Transmission Provider regarding such transfer and notice 
to the Transmission Provider of any generation facilities that will use the Capacity 
Intereonnection Rights after the transfer. The transfer of Capacity Interconnection 
Rights shall not itself extend the periods set forth in Section 41.3 regarding loss of 
Capacity Interconnection Rights. 

42 ". " .  ~f~?n.Rtl~r ,  ape  Rights 

42.1 Right of interconnectlon Customer to Incremental  V,4x~ 
." " Rights: An Intereonnection Customer that, 

pursuant to section 36.8.1, reimburses the Transmission Provider for the costs of 
constructing facilities and upgrades to accommodate its Interconnection Request 
shall be entitled to receive the Incremental " "" ' Auction Revenue 
Rights associated with such facilities and upgrades as determined in accordance 
with this section. 

42.2 Procedures for Assigning Incremental Y!=~.- T.~--nz:~.z-'.'zn 
Rights: No less than forty-five (45) days prior to the in-service date of a 
transmission facility or upgrade, as determined by the Office of the 
Intercoonection, the Office of the Intereoonection shall notify the Intercoonection 
Customer(s), which have responsibility to reimburse the costs of constructing the 
facility or upgrade, that initial requests for Incremental FL-.e~ T.-:~.-.~:ni~:.~z 
~ R i g h t s  associated with the facility or upgrade must be submitted 
to the Office of the Intereonnection within a time period specified by the Office of 
the Intereonnection in the notification. The Office of the lnterconnection then 
shall commence a three-round allocation process. In round one, one-third of the 
Incremental F!.~e! Tr."~.'..!:~!e~ Auction Revenue Rights available for each 
point-to-point combination requested in that round will be assigned to the 
requesters of the specific combinations in accordance with Section 42.3 of the 
Tariff. In round 

Issued By: 

Issued On: 

Craig Glazer Effective: N--: 'em~r :, 2 t Y 3 2 ~  
Vice President, Governmental Policy 



Jnofflclal FERC-Generated PDF of 20030115-0003 Received by FERC OSEC 01/10/2003 in Docket#: ER03-406-000 

PJM Interconnection, L.L.C. 
FERC Electric Tariff 
Fifth Revised Volume No. 1 

Ocigic~-Fil~t Revised Sheet No. 94A 
Suoercedine Odeinal Sheet No 94A 

two, two-thirds of the Incremental " " " Agqtion Revenue Rights 
available for each requestexl point-to-point combination in 
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that round will be assigned in accordance with Section 42.3 of the Tariff. In 
round three, all available Incremental FLied T.~:::.":2z!e.~ Aucti90 Revenue 
Rights will be assigned for the requested point-to-point combinations in that 
round in accordance with Section 42.3 of the Tariff. In each round, a requester 
may request the same Point-to-point combination as in the previous rounds or 
submit a different combination. In rounds one and two, requesters may accept the 
assignment of Incremental " • " ~ R i g h t s  or refuse 
them. Acceptance of the assignment in rounds one and two will remove the 
assigned Incremental " . " . /  Auction Revenue Rights from 
availability in the next rounds. Refusal of an Incremental 
Trzz;m~cz:.-..-.t~uction Revenue Rights assignment in rounds one and two will 
result in the Incremental F~ed Tra.~sm~cz!.-.np.uction Revenue Rights being 
available for the next round. The Incremental F!~cd T.~.::':;mi~:.c.~Lg.!j~_ 
Revenue Rights assignments made in round three will be final and binding. For 
each round, a request for Incremental " " " " Auction Revenue Rights 
shall specify a single Point-to-point combination for which the lnterconnection 
Customer desires Incremental " .. " . ,~yction Revenue Rights and 
shall be in a form specified by the Office of the Interconnection and in accordance 
with procedures set forth in the PJM Manuals. The Office of the Interconnection 
shall specify the deadlines for submission of requests in each round of the 
allocation process and shall complete the allocation process before the in-service 
date of the facility or upgrade. 

42.3 

Issued By: 
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Determination of Incremental F!~.-'d Tr"::=..~L~.'~: '~I,~Lg~.g,~,~ Rights to 
be Provided to Intereonneetion Customer: The Office of the Interconnection 
shall determine the Incremental FI . . . . . . . . . . . . . . . . . . .  Auctmn Revenue Rights to be 
provided to Intereonnection Customers associated with a particular transmission 
facility or upgrade pursuant to Section 42.2 using the tools described in 
Attachment K to the Tariff, including an assessment of the simultaneous 
feasibility of any Incremental ". . "- " ~,uction Revenu~ Rights and all 
other outstanding . . . . . . . . . . . . . . . . . . . . . .  Auction R e v e n u e  Rights. For each 
requested point-to-point combination, the Office of the Interconnection shall 
determine, simultaneously with all other requested point-to-point combinations, 
the base system F~,~:d T,~.'~,~,..--.".,c:;;.c,.~ Auclion Revenue Right capability, excluding 
the impact of any new transmission facilities or upgrades necessary to 
accommodate Interconnection Requests. The Office of the Interconnection then 
shall similarly determine, for each requested point-to-point combination, the 

• . " ." Auction Revenue Rights capability including the impact of 
any new facilities and upgrades. For each Point-to-point combination, the 
Incremental F:.r.ed T . - - - r . : . ' z ! ~ . : c n ~  Right capability shall be the 
difference between th " • • Auction Revenue Right capability in 

. . . . . . . . . . . . . . . . . . .  Auctmn Revenue Right the base system analysis and the F~ed -r . . . . . . .  ;.~:~. " 
capability in the analysis including the impact of the new facilities and upgrades. 
When multiple Interconneetion Customers have cost responsibility for the same 
new transmission facility or upgrade. Incremental " . " " Auction 
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Rights shall be assigned to each Interconnection Customer in proportion 
to the Intereonnection Customers' relative cost responsibilities for the facility and 
in inverse proportion to the relative flow impact on constrained facilities or 
interfaces of the point-to-point combinations selected by the Interconnection 
Customers. 
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42.3A Reallocation of Incremental  F'~c,'*. T.~z~.~?.~.ze:: j~ t .Mli t~A.~f~l~Rights :  (1) I 
This section shall apply in the event that 

(a) the Office of  the Interconnection determines that accommodating an 
Interconnection Customer's Interconnection Request would require, in 
whole or in part, any Local Upgrade and/or Network Upgrade that the 
Office of  the Interconnection determined to be required to 
accommodate an Interconnection Request that was part of an earlier 
Interconnection Queue, provided that such previously-constructed 
facility or upgrade was placed in service no more than five years prior 
to the lnterconnection Queue Closing Date applicable to such 
Interconnection Customer, and 

(b) such Interconnection Customer (hereafter in this section, the "Current 
Interconnection Customer") executes an Intereonnection Service 
Agreement. 

Upon determining that this section applies, the Office of the Interconnection 

(c) shall notify each Interconnection Customer that paid or incurred a 
portion of the costs of a pertinent, previously-constructed facility or 
upgrade (hereafter in this section, a "Preceding Interconnection 
Customer") of the portion of the costs of such facility or upgrade for 
which the Current Intereonnection Customer is determined to be 
responsible pursuant to Section 37.6, and 

(d) shall afford each such Preceding Intereonnection Customer, subject to 
the terms of this Section 42.3A, an opportunity to obtain, in exchange 
for a proportional share (as determined in accordance with Section 
42.3) of the Incremental ~ . " ' -  ~ n ~ R i g h t s  
associated with such facility or upgrade that the Preceding 
Interconnection Customer holds, reimbursement for a share of the cost 
of the facility or upgrade that the Preceding Interconnection Customer 
paid or incurred that is proportional to the cost responsibility of  the 
Current Interconnection Customer for such facility or upgrade. 

(2) A Preceding Intereonnection Customer shall have no obligation to exchange 
Incremental " " " Auction Revenue Rights forcost 
reimbursement pursuant to this section, provided, however, that in the event 
that a P ~ e d i n g  lnterconnection Customer chooses not to relinquish 
Incremental - - -  " Auction Revenue Rights associated with a 
previously-constructed facility or upgrade, the Current Interconnection 
Customer shall have no cost responsibility with respect to the portion of such 
facility or upgrade for which that Preceding Intereonnection Customer bore 
cost responsibility. 
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(3) In the event that a Preceding Intereonnection Customer elects to exchange 
Incremental t:~.. ,~.~'4 T• . . . . . . .  ...,~..,,~.~,,:-~:̂ - ~ R i g h t s  for cost reimbursement 
pursuant to this section, (a) the Preceding Interconnection Customer shall 
relinquish the Incremental F!.~cd T.-~.~m!.~!e~ ~ R i g h t s  that it 
elects to exchange in writing, in a form and at a time reasonably satisfactory to 
the Office of the lnterconnection; (b) the Current Interconnection Customer shall 
pay Transmission Provider, upon presentation of Transmission Provider's invoice 
therefor, an amount equal to the portion of such customer's cost responsibility for 
the relevant, previously-constructed facility or upgrade that is proportional to the 
Incremental F~r;cd T:-.:n~.'z!::i~ ~uction Revenue Rights that the Preceding 
lnterconnection Customer agreed to exchange; and (c) the Office of the 
Interconnection shall assign Incremental F!zed T,w.n.~,.-nL~ie,~ 
Rights associated with the previously-constructed facility or upgrade to the 
Current Inte~onnection Customer in accordance with the following: 

(i) in the event that more than one Current Interconnection Customer is 
contemporaneously eligible for a reallocafion of Incremental F-,i,*,ed 
Tr~,'_!.~!e.~ Auction Revenue Rights associated with a facility or upgrade, 
the Office of the Interconnection shall use the procedures of Section 42.2 to 
reallocate the Incremental F~c~l Tr::.':.~.~,:..~=!~-~ A~ction Revenue Rights made 
feasible by retirement of the Incremental " " " " 
Revenue Rights relinquished by the Preceding Interconnection Customer, 

(ii) in all other instances, the Current Interconnection Customer shall be 
entitled to assignment of either (A) the Incremental Fi~cd T . . . . . .  :.~:... 
~ R i g h t s  associated with the pertinent facility or upgrade 
that the Preceding Interconnection Customer relinquished pursuant to this 
section, or (B) any new Incremental F:.~c-2 Trz~gm!~z~'zz A¢ction Revenue 
Rights that are made feasible by retirement of the Incremental F4-x~ 
.i- . . . . .  :~-:-~ Auction Revenue Rights relinquished by the Preceding 
lnterconnection Customer, provided, however, 

(iii) that if it is not feasible to assign Incremental Fi~ed T~,:z~mk:~v,~ 
~ R i g h t s  associated with the pertinent facility or upgrade to 
the Current Interconnection Customer in proportion to such customer's cost 
responsibility for that facility or upgrade, then (A) the Current 
Intereonnection Customer's cost responsibility for the pertinent facility or 
upgrade shall be reduced to an amount proportional to the Incremental V-,gsed 
Traz~,w,!~::.e~ ~ R i g h t s  that can be feasibly assigned to it, 
and (B) the Preceding Interconnection Customer's Incremental F4.ya~d 
Tmz;m!3z~ez ~ R i g h t s  associated with the pertinent facility 
or upgrade shall be reduced only by a quantity proportional to the Current 
Interconnection Customer's final cost responsibility. In the event of a 
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reduction in the Current Intereonnection Customer's cost responsibility for a 
previously-constructed facility or 
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upgrade pursuant to this subparagraph (3)(cXiii), Transmission Provider 
shall refund to the Current Interconnection Customer the difference 
between the amount such customer paid pursuant to subsection (3)(b) of 
this Section 42.3A and the amount of its final cost responsibility for the 
pertinent facility or upgrade. 

Upon completion of the reallocation process, Transmission Provider shall pay to 
the Preceding Intereonnection Customer an amount that is proportional to the 
Current Interconnection Customer's final cost responsibility for the pertinent 
facility or upgrade and to the Incremental " ' ' ~ c t i o n  Revenue 
Rights relinquished by the Preceding Interconnection Customer. 

(4) The Office of the Interconnection shall specify deadlines for the procedural 
steps in reallocating Incremental " " " Auction Revenue Rights 
pursuant to this section and shall complete the reallocation process before the 
date of commencement of intereonnection service for the Current 
lnterconnection Customer. 
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42.4 L e n g t h  of  I n c r e m e n t a l  " ". " Auct ion  Revenue  Righ ts :  
Incremental  F!=ed T~z=m!~:.e.-.~uction Revenue Rights received by an 
lnterconnection Customer pursuant to this section shall be effective for thirty (30) 
years or the life of the facility or upgrade, whichever  is less, subject to any 
subsequent pro-rata reductions of allF~r.ed Tre.~:m:,.~!c.-. Auction Revenue -Rights 
( including InerementalF!=cd T~.~=mi==~:~z/~lction Revenue Rights) in 
accordance with Attachment K. At any t ime durin_o this thirty-year oeriod (or the 
l if t  of the facility or uograde, whichever  is lessk in lieu of continuine this thirty- 
veal  Auction.Revenue Rio_ht. the lnterconnection Customer shall ha_re a one-t ime 
choice to switch to an ootional mechanism, whereby, on an annual basis, the 
customer has the choice to reoucs! an Auction Revenue Rio_ht durino_ the annual 
Auction Revenue Ri~,hts allocation t)rocess (tmrsuant to Section 7.4.2 of the 
Aooendix to Attachment K of the Tariff3 between the same source and sink. 
pl 'gvided the Auction Revenue Right is simultaneouslv feasible, nursuant to 
Section 7.5 of the Aor, endix to Attachment K of the Tariff. An Interconnection 
Customer  may return Incremental ' . " Agction Revenue Rights  
that it no longer desires at any time, provided that the Office of  the 
Interconnection determines that i t  can simultaneously accommodate  all remaining 
outstanding " - -  Auction Revenue Rights fol lowing the return of  
sue " " ." Auction Rgvenue Rights. In the event  an 
lnterconnection Customer returns Incremental " ". " Auction 
Revenue Rights, the lnterconnection Customer  shall have no further r ights 
regarding such Incremental ". " " / ~ c t i o n  Revenue Rights. 

42.5 Rate -based  Faci l i t ies :  No Incremental  " " ' Auction Revenue 
Rights shall be received by an Interconnection Customer with respect to 
transmission investment  that is included in the rate base of a public util i ty and on 
which a regulated return is earned. 
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contractor orders and agreements entered into by the 
Interconnected Transmission Owner to design, construct, install, 
operate, maintain and own the TO Interconnection Facilities, 
provided, however, that Interconnection Customer shall have the 
right to choose to take delivery of any equipment ordered by the 
Interconnected Transmission Owner for which Transmission 
Provider otherwise would authorize cancellation of the purchase 
order; or (b) remove any TO lnterconnection Facilities built by the 
Interconnected Transmission Owner or any TO Interconnection 
Facilities built by the Interconnection Customer (but only after title 
to the subject facilities has been transferred to the Interconnected 
Transmission Owner); or (c) partially or entirely complete the TO 
lnterconnection Facilities as necessary to preserve the integrity or 
reliability of the Transmission System, provided that 
Interconnection Customer shall be entitled to receive any 
Incremental " " " A~¢tion Revenue Rights 
associated with such facilities and upgrades as determined in 
accordance with Section 42 of the Tariff; or (d) undo any of the 
changes to the Transmission System that were made pursuant to 
this Subpart C and the Construction Service Agreement. To the 
extent that the Interconnection Customer has fully paid for 
equipment that is unused upon cancellation or which is removed 
pursuant to subsection (b) above, the Interconnection Customer 
shall have the right to take back title to such equipment; 
alternatively, in the event that the lnterconnection Customer does 
not wish to take back title, the Interconnected Transmission Owner 
may elect to pay the Interconnection Customer a mutually agreed 
amount to acquire and own such equipment. 

Issued By: 
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94.3.2 Terminat ion  Upon Default: In the event that lnterconnection Customer 
exercises its right to terminate under Section 94.1.2, and notwithstanding 
any other provision of this Subpan C, the Interconnection Customer shall 
be liable for payment of the Interconnected Transmission Owner's Costs 
incurred up to the date of Interconnection Customer's notice of 
termination pursuant to Section 94.1.2 and the costs of completion of 
some or all of the TO lnterconnection Facilities or specific unfinished 
portions thereof, and/or removal of any or all of such facilities which have 
been installed, to the extent that Transmission Provider determines such 
completion or removal to be required for the Transmission Provider and/or 
Interconnected Transmission Owner to perform their respective 
obligations under Part IV of the Tariff, provided, however, that 
Interconnection Customer's payment of such costs shall be without 
prejudice to any remedies that otherwise may be available to it under this 
Subpart C for the Default of the Interconnected Transmission Owner. 
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SCHEDULE 9 

PJM lnterconnectlon, L.L.C. Administrative Services 

a) PJM Interconnection, L.L.C. is the Transmission Provider under this Tariff. It 
also operates the PJM Interchange Energy Market as described in the Appendix to Attachment K 
of this Tariff and provides various other services to market participants. The cost of operating 
the PJM Interconnection, L.L.C., including principal and/or depreciation expense, interest 
expense and financing costs, shall be recovered from users of the various PJM services under this 
Schedule 9 and its subsidiary Schedules which correspond to categories of services ("Service 
Categories") provided by PJM. The charge in any month to any user of PJM's services under 
this Schedule 9 is the sum of the charges under the following subsidiary Schedules of this 
Schedule 9 to the extent determined to be applicable by the Transmission Provider to such user 
in such month: 

Schedule 9-1: 
Schedule 9-2: 

Schedule 9-3: 
Schedule 9-4: 

Schedule 9-5: 

"Control Area Administration Service" 
" F 4 . e d - ~ T r a n s m i s s i o n  Rights Administration 
Service" 
"Market Support Service" 
"Regulation and Frequency Response Administration 
Service" 
"Capacity Resource and Obligation Management Service" 

b) The rates, terms, conditions, and applicability of these subsidiary services of this 
Schedule 9 are set forth on the subsidiary Schedules of this Schedule 9. 

c) This Schedule 9 also includes a subsidiary Schedule 9-6, "Management Services 
Cost," which shall guvem the determination and allocation of certain overhead and 
administrative costs among subsidiary Schedules 9-1 through 9-5. 

d) Each of the subsidiary Schedules 9-1 through 9-5 of this Schedule 9 contains a 
formula for determination of the rate or charge thereunder. The rates and charges for Schedule 
9-1 shall be determined monthly based on the costs incurred in such month, pursuant to the 
formulas set forth in such schedule. The rates and charges for Schedules 9-2 through 9-5 shall be 
determined annually pursuant to the formulas in such schedules, effective January 1 of each 
calendar year, based on PYM's Approved Budget applicable to such calendar year (subject to the 
rate moderation plan prescribed by paragraph (i) below) and on projected billing determinants 
forecasted in connection with such budget. The variance each month between the actual costs 
incurred to provide the services under Schedules 9-2 through 9-5 in such month and the actual 
revenues from Schedules 9-2 through 9-5 in such month shall be added to, or subtracted from, 
the total amount to be recovered under Schedule 9-1 in the month immediately following the 
month in which such variance occurred, pursuant to the formula set forth in Schedule 9-1; 
provided, however, that this reconciliation of variances between actual costs and revenues shall 
take into account the rate moderation plan prescribed by paragraph (i) below. 
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SCHEDULE 9-2 

F-i.~d-~nancial Transmission Rights Administration Service 

a) ~ ~ T r a n s m i s s i o n  Rights Administration Service comprises all of the 
activities of PJM associated with administering the ~ a d - ~ T r a n s m i s s i o n  Rights 
("FTRs") provided for under Attachment K to this Tariff, including, but not limited to, 
coordination of FTR bilateral trading, administration of FTR auctions, support of PJM's on-line, 
Interact-based eFTR tool, and analyses to determine what total combination of FTRs can be 
outstanding and accommodated by the PJM system at a given time. PJM provides this service to 
entities that hold FIRs. 

b) PJM will charge each user of F ~ x . o d - ~ T r a n s m i s s i o n  Rights Administration 
Service each month a charge equal to the F- , i -J~.ed-~Transmission Rights Administration 
Service Rate defined below times the quantity in megawatts of all FIRs held by such user in 
each hour of such month, summed for each hour that such user holds FTRs during such month 
during the time period such FTR is in effect. 

c) The F4.x.ed-Fj~illfj.6.Transmission Rights Administration Service Rate shall be 
recalculated annually, effective January 1 each year, in accordance with the formula: 

FIR Service Rate = Annual FTR Cost 
Annual FIR Determinants 

where: 

"Annual FIR Cost" equals the sum of the FIR Cost Components A.I + A.2 + A.3, 
defined as follows: 

"A.I" equals the sum of the products of: (i) the assignment percentage for each of the 
Divisions associated with P O t - e d - ~ T r a n s m i s s i o n  Rights Administration Service as 
shown on the PJM Assignment Matrix in this Schedule 9, times (ii) the dollar amount for 
each such Division shown on the Approved Budget for the calendar year during which 
the F , ~ e d - ~ T r a n s m i s s i o n  Rights Administration Service Rate shall be effective. 

"A.2" equals the Overhead Allocation to tzi-r, ed--F~.ill~;jR~Transmission Rights 
Administration Service determined pursuant to Schedule 9-6. 

"A.3" equals the assignment of Non-Divisional Costs to F 4 , x . e d - ~ T r a n s m i s s i o n  
Rights Administration Service based on the Approved Budget for the calendar year for 
which the Annual FTR Cost is being determined. 
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and where 

"Annual FIR Determinants" equals the projected total amount of ~ - ~ d - - ~  
Transmission Rights, in MWs, expected to be in effect each hour for all holders of ~x-ed 
~ T r a n s m i s s i o n  Rights during the calendar year that the g 4 x , ~ - ~  
Transmission Rights Administration Service Rate shall be effective, summed for each 
hour of such calendar year. 
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5.0 

742.0 

28.0 

 o.o 

Reconciliation Billing: For Network Load within the PJM Region, to the extent required, 
the Transmission Provider will reconcile the Network Customer's hourly energy 
responsibilities as initially reported to Transmission Provider and its hourly energy 
consumption based on, or estimated from, metered usage, and provide corresponding 
charges and credits to Network Customer. Such reconciliation, if required, shall be made 
at the same rates as Energy Imbalance Service. 

d a ~  v . . . . . . . . . . . . . . . . . .  - "  .................................... e . . . . . . . . . . . . . . . . . . .  

T;~+~+~.!+q;.,]O~ o ; - ~ - , -  , 4 . , , . ~ . . . t . , .  . . . . .  . .~  , .h  
i ~ i ~ i i + ~ ,  ¢ ¢ I I I I ~  + i  i i i i  

Designation of party subject to reciprocal service obligation: The Network Customer 
shall comply with Section 6 of the Tariff. 

Name(s) of any Intervening Systems providing transmission service: To the extent any 
Network Resources a~  located outside the PJM Region, the list of Network Resources 
maintained by the Transmission Provider referenced in Section 3.2 of these 
specifications, shall identify any intervening systems nectted to deliver those Network 
Resources to the Network Customer's retail load. 

C h ~ e s :  Service under this Service Agreement may be subject to some combination of 
the charges detailed below. (The appropriate charges for individual transactions will be 
determined in accordance with the terms and conditions of the Tariff.) 

Embedded Cost Transmission Charge: The embedded cost transmission charge 
shall be determined in accordance with the formula set forth in Section 34 of the 

Tariff. 

80.2 System Impact and Facilities Study Charges: To the extent Network Resources 
arc located outside, or a new resource is added to, the PJM Region, a System 
Impact Study and/or Facilities Study Agreement and related charges may be 
required pursuant to Section 32 of the Tariff. 
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08.3 Direct Assignment Facilities Charge: To the extent that facilities or portions of 
facilities must be constructed by a Transmission Owner for the sole use or benefit 
of  the Network Customer to accommodate the service requested by the Network 
Customer, the Network Customer shall be responsible for the cost of such Direct 
Assignment Facilities, and the charges for such facilities shall be specified at the 
time that the Transmission Provider determines the facilities that are needed to 
provide the requested service. 

89.4 Ancillary Services Charge: In addition to Energy Imbalance Service, 
Transmission Provider shall bill the Network Customer for ancillary services in 
accordance with Schedules 1, I-A, 2, 3, 5, 6, and 9 of the Tariff. To the extent 
required, the ancillary services charges shall also be reconciled based on any 
differences between the Network Customer's hourly energy responsibilities as 
initially reported to Transmission Provider and its hourly energy consumption 
based on, or estimated from, metered usage. 

80.5 Other Supporting Facilities Charge: None. 

89.6 Losses: For Non-Zone Network Load, losses of  3 percent for on-peak hours and 
2.5 percent for off-peak hours shall be supplied as set forth in the Appendix to 
Attachment K of the Tariff. 

80.7 Other Charges: Transmission Provider shall charge Network Customer any and 
all other charges set forth in the Tariff applicable to providing Network 
Integration Service. 

 2.0 Designated Agent: To the extent that a Designated Agent for one or more Network 
Customers provides to the Transmission Provider any of the information required by 
these Specifications, it shall provide the information separately for each Network 
Customer. 
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A T T A C H M E N T  K - APPENDIX 

Preface. The provisions of the Appendix incorporate into the Tariff for ease of reference the 
provisions of Schedule 1 of the Operating Agreement. As a result, this Appendix will be 
modified, subject to the approval of the Federal Energy Regulatory Commission, so that the 
terms and conditions set forth herein remain consistent with the corresponding terms and 
conditions of Schedule 1 of the Operating Agreement. All references in this Appendix to 
"Agreement" or "Schedules" are references to the Operating Agreement and the schedules 
thereto unless otherwise noted. References to Schedule 1 are references to this Appendix. 

1. MARKET OPERATIONS 

1.1 Introduction. 

This Schedule sets forth the scheduling, other procedures, and certain general provisions 
applicable to the operation of the PJM Interchange Energy Market within the PJM Region. This 
Schedule addresses each of the three time-frames pertinent to the daily operation of the PJM 
Interchange Energy Market: Prescheduling, Scheduling, and Dispatch. 

1.2 Cast-based Offers. 

Unless and until the FERC shall authorize the use of market-based prices in the PJM 
Interchange Energy Market, all offers for energy or other services to be sold on the PJM 
Interchange Energy Market from generating resources located within the PJM Region shall not 
exceed the variable cost of producing such energy or other service, as determined in accordance 
with Schedule 2 to this Agreement and applicable regulatory standards, requirements and 
determinations; provided that, a Market Seller may offer to the PJM Interchange Energy Market 
the right to call on energy from a resource the output of which has been sold on a bilateral basis, 
with the rate for such energy if called equal to the curtailment rate specified in the bilateral 

contract. 

1.3 Definitions. 

1.3.1 Auction Revenue Rights. 

"At~tion Revenue Rt_hts shall mean the n_ht to receive the revenue from the 
[~inancial Transmission Rio_ht auction, as further described in Section 7.4 of this Schedt, le. 

1.3.1A Auction Revenue Rights Credits. 

"Agction Revenue Ri~,hts Credits" shall mean the allocated share of total VI'R 
a~ction revenues or costs credited to each holder of Auction Revenue Ri~,hts. calctdated and 
allocated as soecified in Section 7.4.3 of this Schedule. 
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1.3.1~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 lntercoonection as a result of the offers and specifications submitted in accordance 
with Section 1.10 of this Schedule. 

1.3.1CA Day-ahead Prices. 

"Day-ahead Prices" shall ~ the l.xr, ational Marginal Prices resulting from the 
Day-ahead Energy Market. 
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1.3.1BD 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. 

13.1GE 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. 

1.3.2 Equivalent Load. 

"Equivalent Load" shall mean the sum of a Market Participant's net system 
requirements to serve its customer load in the PJM Region, if any, plus its net bilateral 

transactions. 

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 PJM 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 Control Area and PJM West Region. 

1.3.5 F ~ e d - ~ T r a n s m i s s l o n  RlghL 

' T 4 , : , e d - ~ T r a n s m i s s i o n  Right" 9.r "'VI'R" 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 ObliP_ation. 

"[financial Transmission Right Oblio_ation" shall mean a right to receivc 
rrr~nsmission Congestion Credits as suecified in Section 5.2.2(c~ of this Schedule. 

1.3~B Financial Transmission Rt~ht Ontion. 

"Financial Transmission Ri~,ht Ovtion'" shall mean a ri~,ht to receive Transmission 
Cont,estion Credits as specified in Section 5.2.2(d) 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 PJM Control Area or PJM West Region, or of selling 
energy or related services in the PJM Interchange Energy Market or elsewhere. 
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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 PJM 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. 
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1.3.33 Spot Marke t  Energy. 

"Spot Market Energy" shall mean energy bought or sold by Market Participants 
through the PJM Interchange Energy Market at Locational Marginal 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 PJM Control Area or for the heating, lighting, air- 
conditioning and office equipment needs of buildings on the site of such a generation facility that 
am used in the operation, maintenance, or repair of the facility. Station Power does not include 
any energy used to power synchronous condensers, used for pumping at a pumped storage 
facility, or used in association with restoration or black start service. 

1.3.33C Taraet  Allocation. 

Shall mean the allocalion of Transmission Congestion Credits as set forth in 
Section 5.2.3 of this Schedule or the allocation of Auction Revenue Rip_his Credits as set forth in 

Section 7.4.3 of this Schedule. 

1.3.34 Transmiss lon  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, which shall be calculated and allocated as 
specified in Section 5.1 of this Schedule. 

1.3.35 Transmiss ion  Congestion Credit.  

' 'Transmission Congestion Credit" shall mean the allocated share of total 
Transmission Congestion Charges credited to each holder of V 4 x - o d - - - ~ T r a n s m i s s i o n  
Rights, calculated and allocated as specified in Section 5.2 of this Schedule. 

1.3.36 Transmiss ion Customer.  

"Transmission Customer" shall mean an entity using Point-to-Point Transmission 

Service. 

1.3.37 Transmiss ion 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. 

Issued By: 

Issued On: 

Craig Glazer Effective: Tran~mia~i:n . . . . . . . . . . . . . .  
Vice President, Governmental Affairs 
n . . . .  ~ . ~  ,r~ 2 0 ' 2 2 ~  



Jnofflclal FERC-Generated PDF of 20030115-0003 Received by FERC OSEC 01/10/2003 in Docket#: ER03-406-000 

~JM lnterconnection. L.L.C. 
FERC Electric Tariff 
Fifth Revised Volume No. 1 

Original Sheet No+ 205A 

1.3.37A Transmission Loading Relief. 

'q'ransmission Loading Relief" shall mean NERC's procedures for preventing 
operating security limit violations, as implemented by PJM as the security coordinator 
responsible for maintaining transmission security for the PJM Region. 
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(b) During the Operating Day, the calculation set forth in (a) shall be performed every 
five minutes, using the Office of the Interconnection's Locational Marginal Price program, 
producing a set of Real-time Prices based on system conditions during the preceding interval. 
The prices produced at five-minute intervals during an hour will be integrated to determine the 
Real-time Prices for that hour. 

2.6 Calculation of Day-ahead Prices. 

For the Day-ahead Energy Market, day-ahead I.x~ational Marginal Prices shall be 
determined on the basis of the leaat-cost, security-constrained dispatch, model flows and system 
conditions resulting from the load specifications, offers for generation, dispatchable load, Increment 
Bids, Decrement Bids, and bilateral transactions submitted to the Office of the Interconnection and 
scheduled in the Day-ahead Energy Market. Such latices shall be determined in accordance with the 
provisions of this Section applicable to the Day-ahead Energy Market and shall be the basis for 
purchases and sales of energy and Transmission Congestion Charges resulting from the Day-ahead 
Energy Market. This calculation shall be made for each hour in the Day-ahead Energy Market by 
applying a linear optimization method to minimize energy costs, given scheduled system conditions, 
scheduled transmission outages, and any transmission limitations that may exist. In performing this 
calculation, the Office of the Interconnection shall calculate the cost of serving an increment of load 
at each bus from each resource associated with an eligible energy offer as the sum of: (1) the price 
at which the Market Seller has offered to supply an additional increment of energy from the 
resource, and (2) the effect on transmission congestion costs (whether positive or negative) 
associated with increasing the output of the resource, based on the effect of increased generation 
from that resource on transmission line loadings. The energy offer or offers that can serve an 
increment of load at a bus at the lowest cost, calculated in this manner, shall determine the Day- 
ahead Price at that bus. 

2.7 Performance Evaluation. 

The Office of the Interconnection shall undertake an evaluation of the foregoing 
procedures for the determination of l.x~ational Marginal Prices, as well as the procedures for 
determining and allocating ~,-x~t-~j.15~;.j.~Transmission Rights and associated Transmission [ 
Congestion Charges and Credits, not less often than every two years, in accordance with the PJM 
Manuals. To the extent practical, the Office of the lnterconnection shall retain all data needed to 
perform comparisons and other analyses of loeational marginal pricing. The Office of the 
Interconnection shall report the results of its evaluation to the Market Participants, along with its 
recommendations, if any, for changes in the procedures. 

3. ACCOUNTING AND BILLING 

3.1 Introduction. 

This schedule sets forth the accounting and billing principles and procedures for the 
purchase and sale of services on the PJM Interchange Energy Market and for the operation of the 
PJM Region. 
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(b) The Transmission Congestion Charge shall be the total amount of energy 
specified in such energy schedules multiplied by the difference between a Locational Marginal 
Price calculated by the Office of the Interconnection for the energy schedule source location 
specified in the NERC Interchange Distribution Calculator and a Locational Marginal Price 
calculated by the Office of the Interconnection for the energy schedule sink location specified in 
the NERC Interchange Distribution Calculator. Transmission Congestion Charges that arc less 
than zero shall be set equal to zero for Transmission Loading Relief Customers. 

(c) The Office of the lnterconnection will determine the Lt~ational Marginal 
Prices at the energy schedule source and sink locations external to PJM with reference to and 
based solely on the prices of energy in the PJM Region and at the interface buses between 
adjacent Control Areas and the PJM Region and the system conditions and actual power flow 
distributions as described by the PJM State Estimator program. The Office of the 
lnterconnection will determine the ].z)cational Marginal Prices at the external energy schedule 
source and sink locations and the resulting Congestion Charge based on the portion of the energy 
schedule that flows through the PJM Region as reflected by the flow distributions from the PJM 
State Estimator Program. 

5.1.7 Total Transmission Congestion Charges. 

The total Transmission Congestion Charges collected by the Office of the 
Interconnection each hour will be the aggregate net amounts determined as specified in this 
Schedule. The Office of the Interconnection shall collect Transmission Congestion Charges for 
each hour the transmission system operates under constrained conditions. 

5.2 Transmission Congestion Credit  Calculation. 

5,2.1 Eligibility. 

(a) Except as provided in Section 5.2.1(b), each holder o f  a F i - x , ~ - ~  
Transmission Right shall receive as a Transmission Congestion Credit a proportional sham of  the 
total Transmission Congestion Charges collected for  each constrained hour. 

Co) If a holder of a ~ . E . ~ T r a n s m i s s i o n  Right between specified 
delivery and receipt buses acquired the V ~ t - e 6 - ~ T r a n s m i s s i o n  Right in a F 4 x - e d - ~  
Transmission Rights Auction (the procedures for which are set forth in Part 7 of this Schedule 1) 
and (i) had an Increment Bid and/or Decrement Bid that was accepted by the Office of the 
lnterconnection for an applicable hour in the Day-ahead Energy Market for delivery or receipt at 
or near delivery or receipt buses of the F 4 ~ t e d - ~ T r a n s m i s s i o n  Right; and (ii) the result of 
the acceptance of such Increment Bid or Decrement Bid is that the difference in locational 
marginal prices in the Day-abead Energy Market between such delivery and receipt buses is 
greater than the difference in locational marginal prices between such delivery and receipt buses 
in the Real-time Energy Market, then the Market Participant shall not receive any Transmission 
Congestion Credit, associated with such F - 0 t e d - ~ T r a n s m i s s i o n  Right in such hour, in 
excess of one divided by the number of hours in the applicable month multiplied by the amount 
that the Market Participant paid for the F4~,,e6-F~jnajlfj_~!ll Transmission Right in the F4xed 
~ T r a n s m i s s i o n  Rights Auction. 

lssued By: 

Issued On: 

Craig Glazer Effective: T . . . .  :~:..- C~--.:~ r~...~ ~,,~,,.~, tO "~t~'~ 
Vice President, Governmental Affairs 
n, . . . .  " ~  "~ ~ J~mual~ 10 2003 



Jnofficial FERC-Generated PDF of 20030115-0003 Received by FERC OSEC 01/10/2003 in Docket#: ER03-406-000 

PJM Interconnection, L.L.C. 
FERC Electric Tariff 
Fifth Revised Volume No. I 

Second-Third Revised Sheet No. 259 
Superceding F4r~,-S~ond Revised Sheet No. 259 

(c) For purposes of Section 5.2.1(b) a bus shall be considered at or near the 
~ . e 4 - ~ T r a n s m i s s i o n  Right delivery or receipt bus if  seventy-five percent or more of the 
energy injected or withdrawn at that bus and which is withdrawn or injected at any other bus is 
reflected in the constrained path between the subject Ffr, e d - ~ T r a n s m i s s i o n  Right 
delivery and receipt buses that were acquired in the ~ ~ T r a n s m i s s i o n  Rights 
Auction• 

5.2.2 l , : i ~ 4 - ~ T r a n s m l s s i o n  Rights 

(a) Transmission Congestion Credits will be calculated based upon the F-,oled 
~ T r a n s m i s s i o n  Rights held at the time of the constrained hour. -~ggL.g l .P ,  I g , ~ t ~  
~ g q . , , , , ~ L ~ T r a n s m i s s i o n  Rights ~ht:" t. . . . .  , . . . . . . . .  ~ .  , , ,  . . . . . . . . .  u 
c . . . . .~ ,  t . . . . .  .~ " r  . . . . .  : ~ " "  r . . . . . . . . .  ~ . . . . . . . . . . . . . .  e . . . . . . . . . . . . . .  hall be aucUoncd as set 

forth in Section 7. 
(b) c . . ~ . ~ . - . . - ,  .^ .~, . . . . . .  :~: . . . . .  ~" e~,,.:,,, D cf  '* . . . . . .  ~" . . . .  t- ^~ .~,~ o.~,A " r . . - : , ' ¥  

l 2 0 0 2  ' ~  t . . . •  a .  , ~ - ~  • . . a  a . . . . . . .  ! - ~ . ' ~ , ~  . ^  ~ , ~ . .  ~ ,  " ~ w ' ~  = : ~ a  " r  . . . . .  : o o : ~ -  O : ~ L . . ~  o ~ . ~ .  

• 8 f  

L I l y  • . s  T I  w~  • 

- t - ~ .  . . . .  O ,  v ~ . : ' - . g h  ~ t - , . . , ~ . . t .  c ~ - - , ; ~  U S ~ - '  ~ : ~ . . a  ' t "  . . . . . .  : . . ^ : ^ -  D : - ~ . , .  r ^ .  ~ . t . . ~  7 ^ - ~  t ~ t ~ ,  . . . . .  ~, 

: "r"'~rCThe hourly economic 
value o f  a Financial Transmission Rizht Oblio_ation is based on the Financial Transmission Right 
MW reservation and thc difference between the Day-ahead Price at the ~xfint of delivery and the 
p9int of receint of the Financial Transmission Ri.ht. The hourly economic value of a Financial 
Transmission Rioht Oblieation is oositive {a benefit to the Financial Transmission Rivht holder) 
when the Day-ahead Price at the noint of delivery is hioher than the Dav-ahead Price at the ooint 
of receint. The hourly economic value of a Financial Transmission Rioht Oblio_ation is neoative 
~a liability to the holder) when the Day-ahead Price at the r~int of receint is hi~_her than the Day- 
ahead Price at the ,oint of delivery. 

(c) The hourly economic value of a Financial Transmission Rio_ht Ootion is 
~?~3.sed on the Financial Transmission Right MW reservation and the difference between the Day- 
ahead Price at the ooint of deliverv and the noint of receint of the Financial Transmission Rio_hi 
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when that difference is nositive. The hourly economic vi~lqe of a Financial Transmission Rio-hi 
Ontion is Dositive (a benefit to the Financial Transmission Ri .h t  holder) when the Day-ahead 
l~ricc at the Point of delivery is hio-her than the Day-ahead Price at the ooint of mceiot. The 
hgurlv economic value of a Financial Transmission Rio_ht Ontion is zero (neither ~ lpenefit nor a 
!jilbililv to the holder) when the Day-ahead Price at the ooint of receiot is hi~hcr ~han the Dav- 

Pri th i f d li E h "r . . . . . .  : .~:^.  ,-, . . . . . . . . . . . .  ~.,: c . ~  D..:., :~ D•.:., ~thea ce at e on nt o e very. ~ . . . . . . . . . . . . . . . . . . . . . . .  .,,...,.,o+,+ + . . . . . . . . . . . . . . . . . . .  

Tr- . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~ .... . .  : ................................................................... 
F2".P. " F2".P. ~"~" ~ . . . . . . . .  ; .  t)~; . . . . .  t>~ .... r.f o~ , . ;  . . . . . .  , D 'z :  ~" 

a ~  . s ~ .  , . . . . . . . . . . . . . . .  . . . . . .  . . ,  . , l - -  

t'.c:r.g i~re:': . . . . . . . . . . . . . . . . . .  , . . . . . . . . . . . . .  ~ r .................................................. 

(d) A F i ~ - , ~ - ~ j ~ , ~ T r a n s m i s s i o n  Right, or the r ight  to Transmission 

Congest ion Credits amibutab|e to a ~ i - x ~ - ~ T r a n s m i s s i o n  Right, may be sold or 
otherwise transferred by agreement, subject to compl iance w i th  such procedures as may be 
established by the Of f ice  o f  the int~reonnection for  ver i f icat ion o f  the rights o f  the purchaser or 

transferee. 

(0) Financial Transmission Rights shall be allocated to each Firm 
_Transmission ~gs tomer  and Network Service User in a new PJM zone in the Inanner soeci l led 
~elow. Such Financial Transmission Riehts shall remain in effect until the firs~ annual allocation 
9 f auction revenue ri_ohts to occur after the integration of such new PJM zone into the PJM 

irlierchan~,e enero_v market• 

(i) Subiect to the orovisions of Section B of Attachment K of the PJM 
Tariff. by such dc.~dline established by the Office of the 
Interconnection. each Network Service User in a new PJM zone 
shall designate a subset of its Network Resources for which 
I~inancial Transmission Riehts will  be assioned. Financial 
Transmission Ri~,hts shall be assi~med for each Network Resource 
in a number of me~,awatts eoual to or less than the installed 
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caoacitv summer megawatt ratin~, of each desienated Network 
Resource. determined at the new PJM zone transmission bus at 
which the desienated Network Resource is connected. Each 
Financial Transmission Ri~,ht shall be to the ao_me~,ate load busses 
of the Network Servi~ User in a new PJM zone. The sum of each 
Network Service User's assi~,ned Financial Transmission Riehts 
tot a Zone must be eoual to or less than the Network Service 
User's ocak load for that Zone as determined under Section 34.2 of 

Tariff. The sum of each Network Servit.'~: t,J~;er's Financild 
Transmission Ril~hts for Non-Zone Network Load must be eoual to 
or less than the Network Service User's transmission resoonsibilitv 
for Non-Zone Network Load as determined under Section 34.2 of 

Each Transmission Customer receivin o . firm Transmission Service 
shall I~ assiened Financial Transmission l~iehts: orovided. 
however, that a Transmission Customer may notify the Office of 
]nterconnection that it does not wish to receive any FTRs or wishes 
to receive FTRs only for certain Point or Points of Reccint and 
Point or Points of Deliverv. in which event n9 FTRs or such 
reduced amount of FTRs shall be issued to the Transmission 
Customer. The Financial Transmission Ri~,ht for each instance of 
point-to-Point Transmission Service shall bq a number of 
~eo_awatts euual to the me~,awatts of firm serviq¢ beine orovided 
between the recgint and delivery noints as to which the 
"[ransmission Customer has firm Point-to-Point Transmission 

All Financial Transmission Ri~,hts must b~ simultaneously 
feasible. If all Financial Transmission Ri_oht reoucsts made when 
Financial Transmi.ssion Rio_hts are allocated for the new zone are 
l]o~ feasible Financial Transmission Ri-hts are ororated and 
allocated in ot'ooorlion to the MW level reouestcd and in inverse 
i?rooortion to the effect on the binding constraints. 
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Target . . . . . . . . . .  i ; ~ ^ _  5.2.3 Allocation re." ~J~* . . . . .  b S:.-v!:e . . . .  of Transmission 

A target allocation of Transmission Congestion Credits for each 
L-+ser-entitv holdino_ a F inanc ia l  T r a n s m i s s i o n  Ri+,ht shal l  be de te rm ined  f o r  each e f - i - r s - ~  
F-4-xed-Transmission Rights .  Each F = i - x e d - ~ T r a n s m i s s i o n  R igh t  shal l  be m u l t i p l i e d  by  the 
. . . . . . . . .  f , k . .  N.I. . . . . . . .  . .  [ ~ - - , 1 . . ~ .  1 I ~ . ' ,  . . . . . . . .  I . . . .  L I ~ , . , - I  . . . .  ; ~ . . A  . . . . . . .  1~ I ~ . . . I  k .  . . . . . . .  I t ip l ioA h . ,  
i * + ; t + l + ' t ~ l l + +  % 1 1  i i , ~  i ~ I  + l ~  + + l  l + +  + + l  + . , I I I ~ M =  i i + . , +  i v . +  ' ~ + , . o l ~ l l ' ~ + ' ~ l  ++,~, , ~ + M + + l l  l , ,~, l~l+,~l • . • , , l + l  1 1 + ~  % ' J  

the A:fe . . . . . . . . . . .  t....,..,^A ,.~ ,1.~ ~.t+. ...... t. o^.. , : . ._ , r..-+,.. ,~, . . i .k. . .  r~ .... . .  k+,..l P'rice m i n u s  ,h,... + = l  l + + ~ l l ~ +  + M I + W I ~ + + +  + 1 1 1 +  ¢ + + I . . ~ +  l ~  + + 1  . 1 + +  + + + + l  . I  l ~  M W  + I f +  ~ W J  m l + W  I + 

+ + I I + I M + I U l l  + ~ +  + ~ J  m t | ~ m l ~  • 1 4 + +  + I  r o l l +  • + I  V l  ~ & + + + + + 4 + ~  ~ + + + + B M I + +  i .  l + l l  K I I +  i i + + + +  

T ~ . . + ~ I P + ; ~  D I . h *  "1~1~ .  * - - * . 1  + , . + + - - *  * . 1 1 + , . * ; ^ - -  Q . . .  - - . , . h  I ~ ; + . A  T + . . . P ~ ; + + ; ~ .  D I . h *  ; o  * h +  + * , ~  ~ ¢ +  

,~..... . . . . . . . . . .  " = ' = , ~ "  =..~.........'* ...... :^-~ e.~. . . . . . .  ~....=" ,~...4.~=_ =...o~.0. Dav-ahcad Price differences for the receiot and delivfry 
~)ints associated with the Financial Transmission Rieht. calculated as the Locational Mar,.zini~l 
Price at the delivery ooint(s) minus the Localional Mar_oinal Price at the receiot noint(s'~. For the 
Dumo~s of calculating, Transmission Comzestion Credits. the Day-ahead Price of a Zone is 
calculated as the sum of the Day-ahead Price of the buses that comorisc the Zone muhiolied by 
the oercent of annual peak load assiened to each n(~l~. When the FTR Tarizet Allocation is 
oositiv¢, the FTR Tar_oet Allocation is a credit to the FTR holder. When the FTR Taro_el 
~Allocation is nec, ative, the FTR Tar,,et Allocation is a debit to the FTR holder if the FIR i~ a 
Financial Transmission RiP_ht Oblio_ation. When the FTR Tareet Allocation is neo_ative, the FTR 
Tareet Allocation is set to zero if the FTR is a Financial Transmission Ri,ht Ootion. The total 
target allocation for eaek--Network Service Users and Transmission Customers for each hour is 
shall be the sum of the tot.ektarget allocations for--eaeh-associated with all of the Network Service 
User~_'_ or Transmission Customers' Financial V,i,,t.ed-Transmission Rights. 

& l l + ~ i * - - - -  + + .  ~ a k + .  U ^ I + I ~  5 . 2 . 4  T u r g , : ;  . . . . . . .  : . . . . . . . . . . . . . . . . . .  . " s . ~  

= I i ~ l ~ + ~  ~ x + u r n  v V , g l + ~ . , . . + ¢ l . + l l  V ~ # l l ~ + q i l V * l  ~ I + + I ~ +  i v ,  + W V I I  I I ~ l l + I I I I g + I V I =  

H • o , H  • • 

l I + I l I + I I I I + + l V l l  l X I ~ I I I I  + ~ I I  = l ~  I l i l l + l l l l + g l + l l  l + l ~ l l t  + l l ~ l l  + l l l ~ l i l ~ l l +  U J  t l + V  + t l ~  + l + i g  • • l + V  

. I ; l * f - - m . + + +  ~ ' ~ *  * l * .  + + ~ + ; - - 9  + . . + 4  ~ l ~ l ; t , . m ,  ~ . 1 +  + + + + ~ + . * * + r l  * * , : l b  I b +  ~ ; v ~ A  T ~ + m + ~ ; + + ; ~ .  D : - - h t  
o + ,  + ~ , o  

. . l . , , l l  k ~  * k ~  + , . ~  ~ ¢  * h o  1 , + + + + *  , + 1 1 . . , , . + 1 1 ~ - - +  , * , , , + , . , . : . * I o A  , , , l i b  + , l l  ~ "  * h - -  T * - + , - - + ~ ; + + ; ~ - -  P * * + * ~ + ~ + + +  
• ~ 1 1 + 1 1  V +  1 1 1 +  1 1 - - 1 1 1  + l  I l l +  l + ~ + +  ~ l  I % + M t I V I ' +  - - + + + l ~ = ~ +  V l  I l l ,  a l l  + l  l l l O  I I ~ l l O l  l l l O d l ~ l l  ~ + + ' l t l '  " + l  +1 

5.2.5 C a l c u l a t i o n  o f  T r a n s m i s s i o n  C o n g e s t i o n  C r e d i t s .  

(a) The to ta l  of aJl the target allocations determined as specified above shall 
be compared to the total Transmission Congestion Charges in each hour resulting from both the 
Day-ahead Energy Market and the Real-time Energy Market. If the total of the target allocations 
is less than the total of the Transmission Congestion Charges, the Transmission Congestion 
Credit for each "~ '  .....  t. e ^ - . ; ~ , ,  . . . . . .  ,4 T . . . . . .  ; °~ ;~-  C::::z:7:.zr " " " o  shall 
be equal to its target allocation. All remaining Transmission Congestion Charges shall be 
distributed as described below in Section 5.2.6 "Distribution of Excess Congestion Charges." 

(b) If the total of the target allocations is greater than the total Transmission 
Congestion Charges for the hour resulting from both the Day-ahead Energy Market and the Real- 
time Energy Market, each holder of ~ ~ T r a n s m i s s i o n  Rights shall be assigned a 
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share of the total Transmission Congestion Charges in proportion to its target allocations for 
~ T r a n s m i s s i o n  Rights which havc a nositive Tar¢,et Allocation value. Financial 
Transmission Riohts which have a nevative Tar~,et Allocation value are assio_ned the full Taraet 
Allocation value as a nc~ative Transmission Con~,estion Credit. 

5.2.6 Distribution of Excess Congestion Charges. 

(a) Excess Transmission Congestion Charges accumulated in a month shall be 
distributed to each holder of F 4 ~ ~ T r a n s m i s s i o n  Rights in proportion to, but not more 
than, any deficiency in the share of Transmission Congestion Charges received by the holder 
during that month as compared to its total target allocations for the month. 
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(b) After the excess Transmission Congestion Charge distribution described in 
Section 5.2.6(a) is performed, any excess Transmission Congestion Charges remaining at the end 
of a month shall be distributed to each holder of g i . o d - ~ T r a n s m i s s i o n  Charges received 
by the holder during the current calendar year, including previously distributed excess 
Transmission Congestion Charges, as compared to its total target allocation for the calendar year. 

(c) Any excess Transmission Congestion Charges remaining at the end of a 
calendar year shall be distributed to each holder of Auction Revenue Rights in omoortion to. but 
not more than. any Auction Revenue Rio_hi deficiencies for that calendar year. After Auction 
Revenuc Ri,,ht deficiencies are satisfied, any remaining, excess Transmission Conc, estion 
Char~,es shall be distributed to Network Service Users and Transmission Customers purchasing 
F~rm Point-to-Point Transmission Service in proportion to their Demand Charges for Network 
Service and their charges for Reserved Capacity for Firm Point-to-Point Transmission Service. 

5.3 Unscheduled Transmiss ion  Service (Loop Flow). 

(a) When there are agreements between the Members (or the Office of  the 
Interconnection on behalf of  the Members) and others for compensation to be paid or received 
for unscheduled transmission service (loop flow) into or out of  the PJM Region, the net 
compensation received shall be included in the total Transmission Congestion Charges that are 
distributed in accordance with Section 5.2. 

Co) With respect to payments by the Office of Interconnection to the New 
York Power Pool for the installation and operation of phase angle regulating facilities at Ramapo 
to control or limit unscheduled transmission service (loop flow), each East Transmission Owner 
with revenue requirements under the PJM Tariff shall pay a share of the charges on a 
transmission revenue requirements ratio share basis. 

6. "MUST-RUN" FOR RELIABILITY GENERATION 

6.1 Introduction. 

The following procedures shall apply to any generation resource subject to the dispatch 
of the Office of the Interconnection that (a) is a generation resource for which construction 
commenced before July 9, 1996, and 0a) as a result of transmission constraints, the Office of the 
Interconnection determines, in the exercise of Good Utility Practice, must be run in order to 
maintain the reliability of service in the PJM Region. The provisions of this Schedule shall 
otherwise apply to the scheduling, dispatch, operation and accounting treatment of such 
resources, to the extent not inconsistent with the provisions of this Section 6. 

6.2 Identification of Facility Outages. 

Not later than one hour prior to the deadline specified in Section 1.10.1 of this Schedule, 
the Office of the Interconnection shall identify on the PJM Open Access Same-Time Information 
System any facility outage or other system condition which it has determined may give rise to a 
transmission constraint that may require, in order to maintain system reliability, the dispatch of 
one or more generation resources that otherwise would not be dispatched based on the merits of 
their offers to the PJM Interchange Energy Market. 
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7. I ~ . X . E D _ r ~ [ ~ J , ~ T R A N S M I S S I O N  RIGHTS AUCTIONS 

7.1 Auctions of l ~ e d - ~ n a n c i ~  Transmiss ion  Rights.  

~ t Z ~ e d o d i c  auctions to allow Market Participants to acquire or sell 
g i - y , e ~ - ~ T r a n s m i s s i o n  Rights shall be conducted by the Office of the Interconnection in 
accordance with the provisions of this Section. 

7.1.1 Auction Period and  Scope of Auctions. 

The period~ covered by an-auctioni shall be~, ( . 1 )  the one-year eeriod bemnnin~, the 
~onth after the final round of the annual auction and (2) the one-month period he.t-following the 
date that the ~ a u c t i o n  is conducted. With the exceotio, of FTRs allocated oursuant Io 
~ection 5.2.2 (e3 of this Schedule. in the annual auction, the Office of the Interconnection shall 
offer for sale the entire Financial Transmission RiehLs caoabilitv for the year in four rounds with 
25 oercent of the caoabilitv offered in each round. In the monthly auction. :]:the Office of the 
Interconnection shall offer for s a l e  in  . . . v  '~" . . . . . .  .~v..~,.';~- any remaining gi-x.ed-~AtLgL~Transmission 
Rights capability for the month after taking into account all of  the F-i*ed-F~l/ t l~Transmission 
Rights already outstanding at the time of the auction. In addition, any holder of a gi-x-ed 
]:diLan~tl Transmission Right for the period covered by an auction may offer such F4-sod 
~ T r a n s m i s s i o n  Right for sale in such auction. Qrl-l~eak. off-oeak and 24-hour FTRs will 
be offered in the annual and monthly auctions. FTRs will be offered as Financial Transmission 

Transmission Rio_ht Ootions =,.~k . . . .  L.I . . . . . . .  : . . . . .  m . . . . .  ;.., ~i_,2ht Obli~,ations and Financial . . . . . . . . .  

t::.~.~ ,1- . . . . . . .  ;~,.;,._ o:-,..,. Market Participants may bid for and acquire any number of 
~ T r a n s m i s s i o n  Rights, provided that all F - 4 , , i c d - ~ T r a n s m i s s i o n  Rights awarded 
are simultaneously feasible with each other and with all F4-r, c d - - ~ T r a n s m i s s i o n  Rights 
outstanding at the time of the auction and not sold into the auction. An ARR holder may self- 
~hedule an FTR on the same oath in the Annual FTR Auction- accordine to the rules described 

7.1.2 Frequency and  Time of Auctions. 

¢knnual Financial Transmission Rights auctions shall offer the entire FTR 
canabilitv of the PJM system in four rounds with 25 oercent of the caoabilitv offered in each 
~und.  Each round shall be conducted over five business days by such limeline established by 
the Office of the Interconnection. Each round shall be~in with the bid and offer oeriod ooenin~- 
the first day at -12:00 midnight (Eastern Prevailing, Time) and closin o - the third day at 5:00 o.m. 
(Eastern Prevailin ° - TimeL Monthly. F 4 . x . o ~ T r a n s m i s s i o n  Rights auctions shall be held 
monthly. The bid and offer period shall open at 12:00 midnight (Eastern Prevailing Time) on the 
f . . . . . . . . . .  , . . . . . . .  thirteenth fl3th) business day precee~ing the month for which ~ , ~ o d - ~  
Transmission Rights are being auctioned and shall close at ...~'"'cu~ _~.~-:.~..,..,_..b,.. 5=,5-LQ0 PdVl (Eastern 
Prevailing Time) on the tenth (10th) business day preceding the month for which ~ x - a d - ~  
Transmission Rights are being auctioned. 
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7.1.3 Duration of l ~ x m l - ~ T r m ~ m i s s i o n  Rights. 

Each F4-~ed--~llall~Transmission Right acquired in a F 4 . ~ - - ~  
Transmission Rights auction shall entitle the holder to credits of Transmission Congestion 
Charges for the one m~n:h period float was snecificd in Ih¢ corresoondin~ auctio~fz:r ::'h'~ch 'he 

• ~ , o  • I I * % ~  . I M I l O I I I ' ~ ' + I + I I  I t + ~ l l l +  " ' + I +  ~ + +  + +  

7.2 ~ n a n c i a l  Transmission Rights Characteristics. 

7.2.1 Reconflguration of F . i ~ e d - ~ T r a n s m i s s i o n  Rights. 

Through an appropriate linear programming model, the Office of the 
Interconnection shall reconfigure the Fq -x -ed - -~Transmis s ion  Rights offered or otherwise 
available for sale in any auction to maximize the value to the bidders of the ~ t . e d - ~  
Transmission Rights sold, provided that any F - , m e d - ~ T r a n s m i s s i o n  Rights acquired at 
auction shall be simultaneously feasible in combination with those F4-m~F2~_c,j~Transmission 
Rights outstanding at the time of the auction and not sold in the auction. The linear 
programming model shall, while respecting transmission constraints and the maximum MW 
quantities of the bids and offers, select the set of simultaneously feasible ~ ~  
Transmission Rights with the highest net total auction value as determined by the bids of buyers 
and taking into account the reservation prices of the sellers. 
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7.2.2 Specified-Bases Reccint and Delivery Points. 

Auction bids for annual Financial Transmission Riphts Oblieations may sr~zcifv 
'.~t~_receiot and delivery points any combination of hubs. Zones. aeo-reoates. ~,enerators. and 
interface buses. Auction bids for annual Financial Transmission Rio_hts Ootions may soecifv as 
receim and delivery ooints such combination of hubs. Zones. atz2retzates, uenerators, and 
interface buses ;is the Office of the Interconnection shall allow from time to time as set forth in 
it~ F']'R business mAmual. Auction bids for monthly F 4 - s e d - ~ T r a n s m i s s i o n  Rights may 
specify any combination of receipt and delivery buses represented in the State Estimator model 
for which the Office of the Interconnection calculates and posts I.x~ational Marginal Prices. 
Auction bids may specify receipt and delivery points from locations outside of the PJM Region 
to locations inside such area, from locations within the PJM Region to locations outside such 
area, or to and from locations within the area comprised of the PJM Region. 

7.2_3 Transmission Congestion Charges. 

V f - x - e d - ~ T r a n s m i s s i o n  Rights .,~,, . . . . . . . .  :_.~ .......... : . . . . . .  L, . . . .  :~  
shall entitle holders thereof to credits only for Transmission Congestion Charges, and shall not 
confer a right to credits for payments arising from or relating to transmission congestion made to 
any entity other than the Office of the Interconnection. 

7.3 Auction Procedures. 

7.3.1 Role of the Ofllce of the Inlet'connection. 

F , i ~ e d - ~ T r a n s m i s s i o n  Rights auctions shall be conducted by the Office of 
the Interconnection in accordance with standards and procedures set forth in the PJM Manuals, 
such standards and procedures to be consistent with the requirements of this Schedule. 

7.3.2 Notice of Offer. 

A holder of a . F i - x . e d - - ~ T r a n s m i s s i o n  Right wishing to offer the 
~ T r a n s m i s s i o n  Right for sale shall notify the Office of the lntereonnection of any F~4-x-ed 
~,.i/~L£i~Transmission Rights to be offered. Each ~ ~ T r a n s m i s s i o n  Rights sold in 
an auc t ion  shal l ,  at  t he  e n d  o f  the  pe r iod  fo r  w h i c h  the  ~ E i . ~ t l f , . i i ~ T r a n s m i s s i o n  R i g h t s  w e r e  
auctioned, revert to the offering holder or the entity to which the offering holder has transferred 
such V 4 . x e d - ~ T r a n s m i s s i o n  Right, subject to the term of the ~ x - e d - - - ~  
Transmission Right itself and to the right of such holder or transferee to offer the F - q - x - e d - ~  
Transmission Right in the next or any subsequent auction during the term of the V 4 x - e d - ~  
Transmission Right. 

7.3.3 Pending Applications for Firm Service. 

(a) l~.LT.r '~ ,t, . . . . . .  cf ~ L ,  . . . .  ,:~. t.,;.4,4~ . . . .  ..:~.4 ,L,~ ~¢,-:..,~ ~r ,t,~ 

4 ~ V ~  ~ J V V t  t V  ~ V ' I I ~ I 4 ~ '  I v Y  VT l ~ l  g t 4 ~ ;  & ~  ~ t *  4 W  ~ & ~ U U I  V ~  ~ )  

ap t . . . . . . . . . . . . . . . . . . . . . . . . .  g o  . . . . . . . . .  :.~ . . . . . . . . . . . . . . . . . . .  
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Co) ~ ~ T r a n s m i s s i o n  Rights may be assigned to entities 
requesting Network Transmission Service or Firm Point-to-Point Transmission Service Du~uant 
19 Scction 5.2.2 (e). only if such ~ j l i l R f i j ~ T r a n s m i s s i o n  Rights are simultaneously feasible 
with all outstanding ~ ~ T r a n s m i s s i o n  Rights, including F i - x - e d - - ~  
Transmission Rights effective for the then-current auction period. If an assignment of F4-x~ 
~ T r a n s m i s s i o n  Rights pursuant to a pending application for Network Transmission 
Service or Firm Point-to-Point Transmission Service cannot be completed prior to an auction, 
F 4 x - e d - ~ T r a n s m i s s i o n  Rights attributable to such transmission service shall not be 
assigned for the then-current auction period. If a Fi-r, e d - ~ T r a n s m i s s i o n  Right cannot be 
assigned for this reason, the applicant may withdraw its application, or request that the Fi-n-ed 
~ T r a n s m i s s i o n  Right be assigned effective with the start of the next auction period. 

7.3.4 On.Peak, a4ad-Off.Peak ~ P e r i o d s .  

On-oeak. off-r, eak and 24-hour FTRs will be offere..d in the annual and monthly 
• ~ + ,  • 

~-"-k, . . . . . . . .  .... I ^¢¢ v - - ~ - ~ = ~ - ~ = ~ ' "  ^_, ,~A L. . . . . . .  t . . . . . . . .  "~ '̂~° On-Peak F i - v ~ A - ~ T r a n s m i s s i o n  Rights shall 
cover the periods from 7:00 a.m. up to the hour ending at l I : 00  p.m. on Mondays through 
Fridays, except holidays as defined in the PJM Manuals. Off-Peak U ~ x , e & ~ T r a n s r r d s s i o n  
Rights shall cover the periods [Tom 11:00 p.m. up to the hour ending 7:00 a.m. on Mondays 
through Fridays and all hours on Saturdays, Sundays, and holidays as dafined in the PJM 
Manuals. The 24-hour oeriod shall cover thc r)cfiod from hour endine I:00 a.m. to the hour 
endin~ 12:00 midniL, h! o ,  all days. Each bid shall specify whether it is for an on-peak-or-~off- 
peak  period. 

7.3.5 Offers and Bids. 

(a) Offers to sell and bids to porehase ~ ~ T r a n s m i s s i o n  Rights 
shall be submitted during the period set forth in Section 7.1.2, and shall be in the form specified 
by the Office of the Interconnection in accordance with the requirements set forth below. 

(b) Offers to sell shall identify the specific ~ ~ T r a n s m i s s i o n  
Right, by megawatt quantity and receipt and delivery points, offered for sale. An offer to sell a 
specified megawatt quantity of F i ¥ , e ~ T r a n s m i s s i o n  Rights shall constitute an offer to 
sell a quantity of Fi-x-ed-~ll,~gi/tJ=Transmission Rights equal to or less than the specified 
quantity. An offer to sell may not specify a minimum quantity being offered. Each offer may 
specify a reservation price, below which the offeror does not wish to sell the ~r,  e g - ~  
Transmission Right. Offers submitted by entities holding rights to ~ ~ T r a n s m i s s i o n  
Rights ...................................... 
Traz:,m;.~;.cn = ~  D~;., ,~. ~^:-, T . . . .  :~:~.  e=...:.= shall be subject to such 
reasonable standards for the verification of the rights of the offeror as may be established by the 
Office of the Intcrconnection. Offers shall be subject to such reasonable standards for the 
creditworthine~s of the offeror or for the posting of security for performance as the Office of the 
Interconnection shall establish. 

(c) Bids to purchase shall specify the megawatt quantity, price per megawatt, 
and receipt and delivery points of the ~ x . e d - ~ T r a n s m i s s i o n  Right that the bidder wishes 
to purchase. A bid to purchase a specified megawatt quantity of g ~ e d - ~ T r a n s m i s s i o n  
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Rights shall constitute a bid to purchase a quantity of F4r, e d - ~ T r a n s m i s s i o n  Rights equal 
to or less than the spccificcl quantity. A bid to purchase may not specify a minimum quantity 

that the bidder 
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wishes to purchase. A bid may specify as-receipt or-and delivery points any-bes-iq accordance 

),s......~.,,l n.. .... ; . . . . . .  A ........ ;,~ c~,;.-- ") ~r .-:o c^~.I,,I., and may include V~x-ed-~ 
Transmission Rights for which the associated Transmission Congestion Credits may have 
negative values, Bids shall be subject to such reasonable standards for the creditworthiness of 
the bidder or for the posting of security for performance as the Office of the Interconnection shall 

establish. 
(d) Bids and offers shall be specified to the nearest tenth of a megawatt and 

shall be greater than zero. 

7.3.6 Determination of Winning Bids and Clearing Price. 

(a) At the close of the-cKg~bidding period each ~"..'-.-.'.h, the Office of the 
Interconncction will create a base r.b~.ed-~Transmission Rights power flow model that 
includes all outstanding V4-~ed-~i.~gllg~T ransmission Rights that have been approved and 
confirmed for any portion of the month for which the auction was conducted and that were not 
offered for sale in the auction. The base V44ted-~Transmission Rights model also will 
include estimated uncompensated parallel flows into each interface point of the PJM Control 

Area and estimated scheduled transmission outages. 

(b) In accordance with the requirements of Section 7.4.5 of this Schedule and 
subject to all applicable transmission constraints and reliability requirements, the Office of the 
Interconncction shall determine the simultaneous feasibility of all outstanding gi-sed-~.i~ 
Transmission Rights not offered for sale in the auction and of all g'bted-FrillLagi.~=Transmission 
Rights that could be awarded in the auction for which bids were submitted. The winning bids 
shall be determined from an appropriate linear programming model that, while respecting 
transmission constraints and the maximum MW quantities of the bids and offers, selects the set 
of simultaneously feasible ~ . e d - ~ T r a n s m i s s i o n  Rights with the highest net total auction 
value as determined by the bids of buyers and taking into account the reservation prices of the 
sellers. In the event that there a~  two or more identical bids for the selected ~ - ~  
Transmission Rights and there are insufficient V 4 , v , e ~ ~ T r a n s m i s s i o n  Rights to 
accommodate all of the identical bids, then each such bidder will receive a pro rata share of the 
V4x.ed_Ei j~Transmiss ion  Rights that can be awarded. 

(c) gi.x~d-~U.gll£i~Transmission Rights shall be sold at the market-clearing 
price for V-g~e~f .U~. .Transmiss ion  Rights between specified pairs of receipt and delivery 
points, as determined by the bid value of the marginal g 4 x e d - ~ T r a n s m i s s i o n  Right that 
could not be awarded because it would not be simultaneously feasible. The linear programming 
model shall determine the clearing prices of all V 4 , , t e ~ T r a n s m i s s i o n  Rights paths based 
on the bid value of the marginal F 4 , , t e d - ~ T r a n s m i s s i o n  Rights, which are those 
~ g ~ J = T r a n s m i s s i o n  Rights with the highest bid values that could not be awarded fully 
because they were not simultaneously feasible, and based on the flow sensitivities of each 
~ T r a n s m i s s i o n  Rights path relative to the marginal Fgr, e4-Fb2i-tnc~.i~.Transmission Rights 
paths flow sensitivities on the binding transmission constraints. 
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7.3.7 Announcement of Winners  and Prices. 

Within two (2) business days after the close of an mg.ll!J~t=auction.- or 
0J3~ual auction rotlr~l, the Office of the Interconnection shall post the winning bidders, the 
megawatt quantity, and the receipt and delivery points for each FN-x.ed--~p..~J, 
Transmission Right awarded in the auction and the price at which each V ~ ) t e d - ~  

Right . R . . . . . . . . . .  "he . . . . . . .  t ....... : . . . . .  A ~ c c  ..... t ....... : . . . . .  lit Transmission was awarded .... t.,. ,,. -,.. r ...................... r ................... 
...... ~ ........ '.. The Office of the Intcrconnection shall not disclose the price 

specified in any bid to purchase or the reservation price specified in any offer to sell. 

7.3.8 Auction Settlements. 

All buyers and sellers of ~ ~ T r a n s m i s s i o n  Rights between the 
same points of receipt and delivery shall pay or be paid the market-clearing price, as 
determined in the auction, for such F d - r , . e d - ~ T r a n s m i s s i o n  Rights. 

7.:t',~ Allocation of Auction Revenues. 

7t4.1 Eligibility 

(a) A 4 4 - ~ % i ~ L ~ a u c t i o n  revenues, net of payments to entities 

selling F4~x-ed-J~il]~k~:ii~Transmission Rights into the auction, shall be allocated among 
Revenue Rto-hts t ......................................................... hQIdcrs of Auction . t.~ t:...,, .i- . . . . . .  :^.  c~ . . . . . . . . . .  ,4 u1~., -i- . . . . . .  :0~:~. 

Ov,~ees-in proportion to, but not more than, the Taroet_ Allocation of Auction Revenue 

Ri~,his Credits for the holder, t . . . . . . . . .  v . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  t ..- 

(b) Auction Revenue Riehts Credits will be calculated based uoon the 
clearin_o orice results of the aonlicable Annual Financial Transmission Ri_ohts auction. 

7.4.2 Auction Revenue Ris,hts 

(il~ For the year 2003/2004 nlannin~, oeriod, the followin°- Auction 
Revenue Rights allocation orocedure shall aot31v. Each Network Service User may motlest 
a subset of its Network Resources for which available Auction Revenue Rio_hls shall be 
allocated. Auction Revenue Ri,,hts shall be allocated for each Network Resource in a 
numl3ed__of Inc°-awatts eoual to or less than installed canacitv summer meuawan ratin~, of 
each desio_nated Network Resource. determined at the PJM Control Area or PJM West 
~¢eion transmission bus at which the desi~,nated Network Resource is connected. Each 
Auction Revenue Ripht shall be to the a~,ere-,-ate load busses of the Network Service User 
itl a Zone or. with resoect to Non-Zone Network Load. to the border of the area comnrised 
of the PJM West Reo~on and PJM Control Area. The sum of each Network Service User's 
allocated Auction Revenue Rights for a Zone must be euual to or less than the Network 
Service User's oeak load for that Zone as determined under Section 34.1 of the Tariff. The 
sum of each Network Service User's Auction Revenue Ri,hts for Non-Zone Network Load 
must be eaual to or less than the Network Service User's transmission resr~nsibilitv for 
i~on-Zone Network Load as determined under Section 34. l of the Tariff. 
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(1~) $~tbseuuent to the 200312004 olannine oeriod ~he following' Auction 
Revenue Ril~hLs allocation orocedum shall aoolv. On an annual basis bv such deadline 
established bv the Office of the Interconnection. each Network Service User shall desianate 
a subset of buses from which Auction Revenue Ri,,hts will be sourced. Valid Auction 
Revenue Ri°-hl~ source buses include only zones. ~enqrators. hubs and eMemal interface 
buses. The Network Service User shall sDecifv the amount of Auction Revenue Rio, his 
reauested from each source bus. Each Auction Revenue Rio-hi shall be sinked to the 
ao_are_aate load busses of the Network Service User in a Zone or-. with resocct to Non-Zone 
Nelw~rk Load. to the border of th.g~rea cornori.~ed of the PJM WestALc_~-ion and p,I[VI 
Control Area. The sum of each Network Service User's allocated Auction Revenue Ri~,hts 
[oi" a Zone must be eaual to or less than the Network Service User's aeak load for that Zone 
as determined under Section 34.1 of the Tariff. The sum of each Network Service User's 
Auction Revenue Right's for Non-Zone Network Load must be eoual to or less than the 
Network Service User's transmission resnonsibilitv for Non-Zone Network Load as 
determined under Section 34.1 of the Tariff. The allocation of Auction Revenue Ri~,hts 
shall be oefformed in four sta~,es, with 25 percent of the system Auction Revenue Ri~,hts 
caoabilitv allocated in each stab, e. 

(c~ On a daily basis within the annual Financial Transmission Rio_his 
auction oedod, a t~rooortionate share of Network Service User's Auction Revenue Ri~,hts 
[ol each Zone are allocated as Network Load chan,,es from one Network Service U ~ r  to 

apother withi~ that Zone. 

(d'~ Each Transmission Customer receivine firm Point-to-Point 
Transmission Service shall soecifv whether it wishes to receive Auction Revenue Ri~,hts. 
TOe Auction Revenue Ri~-ht for each instance of Point-to-Point Transmission Service shall 
be a number of me~,awatts eoual Io the me,awaits of firm service being, orovided between 
the reeeiot and delivery rminls as to which the Transmission Customer has firm Point-to- 

Point Tnmsmission Service. 

(9) All Auction Revenue Riahts must be simultaneously feasible. If all 
Auction Revenue Right reouests made durino_ the ~annual allocation urocess are not feasible 
then Auction Revenue Ri~,hts are nrorated and allocated in orooonion to lhe MW level 
_reauested and in inverse orooortion to the effect on the binding constraints. 
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7.4.3 Taroet Allocation of Auction Revenue Right Credits 

A tar_oct allocation of Auction Revenue Ri-oht Credits for each entitv holdin~ 
# ~ e ~ h a l l  be determined ff~r each Auction v " ft 
round of the annual Financial Transmission Rio-ht Auction. each Auction R e v e ~  
~al l  be divid¢d bv tour and multirflied by the nrice differences for the receiot and deliv~:rv 
ooints associated with the Auction Revenue Ri~,ht. calculated as the Locational Marmnal 
~ e  delivery oo_j.~ts(s) minus the Locational Marginal Price at the receint ooint(,~.L 
where the nrice for the receint and delivetw Point is determined bv the clealim, orices of 
each round of the annual Financial Transmission Rioht auction. The daily total tar,,et 
allocation for an entity holdin-o the Auction Revenue Rio_Ms shall be the sum of the da..il.v 
lalXC.L' Id.!.~2~li_o_nzLa~ociated with all of the entitv's Auction R ~  

7.4.4 Calculation of Auction Revenue Right Credits 

(a) Each day. the total of all the daily tar_net allocations determined as 
~lXrcified above in section 7.4.3 nlus any additional_Auction Revenue Rio_hts ta~'g~:t, 
• dll.~cations aoolicable for that day shall be comDared to the total revenues of the monthlx 
Financial Transmission Ri-ohts auction (divided by the number of days in the month) nlus 
the total revenues of the annual Financial Transmission Ri~,hts auction {divided by t__he 
number of days in the olannin~, oeriod). If the total of the tar-oct allocations is less than the 
total auction revenues, the Auction Revenue Ri,ht Credit for each entity holdin~ an 
Auction Revenue Rio-ht shall be_eoual to its tar-oct allocation. All remaining, funds shall be 

G 4i.stributed as Excess Congestion Char_as oursuant to Section 5.2.5. 

(b) If the total of the tar-oct allocations is -oreater than the total auction 
revenues, each holder of Auction Revenue Rmhts shall be assi-oned a share of the total 
auction t~cvenues in nroDortion to its Auction Revenue Rights tareet allocations for Auct_ion 
l~evenue Ri-ohts which have a oositive Target Allocation value. Auction Revenue Rights 
which have a negative Tar-oct Allocation value are assi-oned the full Tar-net Allocation value 
as a ne-oative Auction Revenue Ri-oht Credit. 

7.4~ Simultaneous Feasibility, 

The Office of the Interconnection shall make the simultaneous feasibility 
determinations specified herein using appropriate powerflow models of contingency- 
constrained dispatch. Such determinations shall take into account outages of both 
individual generation units and transmission facilities and shall be based on reasonable 
assumptions about the configuration and availability of transmission capability during the 
period covered by the auction that are not inconsistent with the determination of the 
deliverability of  Capacity Resources under the Reliability Assurance Agreement or the 
deliverability of Available Capacity Resources under the Reliability Assurance Agreement- 
West. The goal of the simultaneous feasibility determination shall be to ensure that there 
are sufficient revenues from Transmission Congestion Charges to satisfy all F4-x-od 
~!~tl~d.~Transmission Rights obligations for the auction period under expected conditions 
a_9_nd to ensure that there are sufficient revenues from the annual Financial Transmili~i911 
Ri-ohLAuction tO ,~Oti!f,¢ aB_Al!cliga._Revenue R -ohL~_obl -oat ons 
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PJM INTERCHANGE ENERGY MARKET 

1. MARKET OPERATIONS 

1.1 Introduetiom 

This Schedule sets forth the scheduling, other procedures, and certain general provisions 
applicable to the operation of the PJM Interchange Energy Market within the PJM Region. This 
Schedule addresses each of the three time-frames pertinent to the daily operation of the PJM 
Interchange Energy Market: Prescbeduling, Scheduling, and Dispatch. 

12  Cost-based Offers. 

Unless and until the FERC shall authorize the use of market-based prices in the PJM 
Interchange Energy Market, all offers for energy or other services to be sold on the PJM 
Interchange Energy Market from generating resources located within the PJM Region shall not 
exceed the variable cost of producing such energy or other service, as determined in accordance 
with Schedule 2 to this Agreement and applicable regulatory standards, requirements and 
determinations; provided that, a Market Seller may offer to the PJM Interchange Energy Market the 
right to call on energy from a resource the output of which has been sold on a bilateral basis, with 
the rate for such energy if called equal to the curtailment rate specified in the bilateral contract. 

1.3 Definltlons. 

1.3.1 Auction Revenue Rights. 

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

1.3.1A 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 Day.ahead Energy Market. 

"Day-abead Energy Market" shall ~ the schedule of commitments for the 
purchase or sale of energy and payment of Transmission Congestion Charges developed by the 
Office of the lnterconnection as a result of the offers and specifications submitted in accordance 

with Section 1.10 of this Schedule. 

1.3.1C Day-ahead Prices. 

"Day-ahead Prices" shall mean the Locational Marginal Prices resulting from the 

Day-ahead Energy Market. 
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1-3.1D Decrement Bid. 

"Deeremcnt 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 Dispatch Rate. 

"Dispatch Rate" shall mean the control signal, expressed in dollars per 
megawatt-hour, calculated and transmitted continuously and dynamicaUy to direct the output level 
of all generation resources dispatched by the Office of the Intcrconncction in accordance with the 
Offer Data. 
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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 PJM Region, if any, plus its net bilateral transactions. 

1.3.3 External Market Buyer. 

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

1.3.4 External Resourte. 

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

1.3.5 l~nancial Transmission Right. 

"Financial Transmission Right" or "FIR" 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 5.2.20a) 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 conlractual rights to the output of generation resources capable of 
serving the Market Buyer's load in the PJM Region, or of selling energy or related services in the 
PJM 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 PJM 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 PJM Manuals. 
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1.3.9 C~nerator Plannetl Outag~ 

"Genmmor 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 Inmrconnection in accordance with the PJM Manuals. 
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Ramping Capabmty. 
"Ramping Capability" shall mean the sustained rate of change of generator output, 

in megawatts per minute. 

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. 

1.3.31 Regulation. 

"Regulation" shall mean the capability of a specific generating unit with appropriate 
telecommunications, control and response capability to increase or decrease its output in response 
to a regulating control signal, in accordance with the specifications in the PJM Manuals. 

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 PJM Interchange Energy Market at Locational Marginal Prices determined as specified 

in Section 2 of this Schedule. 

13.33A 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 PJM Control Area or for the heating, lighting, air- 
conditioning and office equipment needs of buildings on the site of such a generation facility that 
am used in the operation, maintenance, or repair of the facility. Station Power does not include any 
energy used to power synchronous condensers, used for pumping at a pumped storage facility, or 
used in association with restoration or black start service. 

1333C 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. 
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1.3.34 Transmission Congestion Charge. 

'~Fransmission 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, which shall be calculated and allocated as 
specified in Section 5.1 of this Schedule. 

Issued By:. 

Issued On: 

Craig Glazer 
Vice President, Governmental Policy 
January 10, 2003 

Effective: March 12, 2003 



Jnofflclal FERC-Generated PDF of 20030115-0003 Received by FERC OSEC 01/10/2003 in Docket#: ER03-406-000 

PJM Interconnection, L.LC. Second Revised Sheet No. 66 
Second Revised Rate Schedule FERC No. 24 SupercedingFirst Revised Sheet No. 66 

1.3.35 Transmi~on  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. 

'q'ransmission Customer" shall mean an entity using Point-to-Point Transmission 
Service. 

1.3.37 Transmission Forced Outage. 

'.Tnmsmission 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 PJM as the security coordinator responsible 
for maintaining transmission security for the PJM Region. 

1.3.37B Tranmnl~on  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. 

1.3.38 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. 

1.4 Market Buyers. 

1.4.1 Qualification. 

(a) To become a Market Buyer, an entity shall submit an application to the 
Office of the lnterconnection, in such form as shall be established by the Office of the 
Interconnection. 

(b) An applicant that is a Load Serving Entity or that will purchase on behalf of 
or for ultimate delivery to a Load Serving Entity shall establish to the satisfaction of the Office of 
the Interconnection that the end-users that will be served through energy and related services 
purchased in the PJM Interchange Energy Market, are located electrically within the PJM Region, 
or will be brought within the PJM Region prior to any purchases from the PJM Interchange Energy 
Market. Such applicant shall further demonstrate that: 
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(b) During the Operating Day, the calculation set forth in (a) shall be performed every 
five minutes, using the Office of the Intereonnectiun's Locational Marginal Price program, 
producing a set of Real-time Prices based on system conditions during the preceding interval. The 
prices produced at five-minute intervals during an hour will be integrated to determine the Real- 
time Prices for that hour. 

2-6 Cakulation of Day.ahead Prkes.  

For the Day-ahead Energy Market, day-ahead Locational Marginal Prices shall be 
determined on the basis of the least-cost, security-constrained dispatch, model flows and system 
conditions resulting from the load specifications, offers for generation, dispatchable load, Increment 
Bids, Decrement Bids, and bilateral transactions submiued to the Office of the Interconnection and 
scheduled in the Day-ahead Energy Market. Such prices shall be determined in accordance with the 
provisions of this Section applicable to the Day-ahead Energy Market and shall be the basis for 
purchases and sales of energy and Transmission Congestion Charges resulting from the Day-ahead 
Energy Market. This calculation shall be made for each hour in the Day-ahead Energy Market by 
applying a linear optimization method to minimize energy costs, given scheduled system 
conditions, scheduled transmission outages, and any transmission limitations that may exist. In 
performing this calculation, the Office of the Interconnection shall calculate the cost of serving an 
increment of load at each bus from each resource associated with an eligible energy offer as the sum 
of: (1) the price at which the Market Seller has offered to supply an additional increment of energy 
from the resource, and (2) the effect on transmission congestion costs (whether positive or negative) 
associated with increasing the output of the resource, based on the effect of increased generation 
from that resource on transmission line loadings. The energy offer or offers that can serve an 
increment of load at a bus at the lowest cost, calculated in this manner, shall determine the Day- 
ahead Price at that bus. 

2.7 Performance Evaluation. 

The Office of the Interconnection shall undertake an evaluation of the foregoing procedures 
for the determination of l.~3cational Marginal Prices, as well as the p r u c e d ~  for determining and 
allocating Financial Transmission Rights and associated Transmission Congestion Charges and 
Credits, not less often than every two years, in accordance with the PJM Manuals. To the extent 
practical, the Office of the Intereonnection shall retain all data needed to perform comparisons and 
other analyses of locational marginal pricing. The Office of the Interconnection shall report the 
results of its evaluation to the Market Participants, along with its recommendations, if any, for 
changes in the procedures. 

3. ACCOUNTING AND BILLING 

3.1 Introduction. 

This schedule sets forth the accounting and billing principles and procedures for the 
purchase and sale of services on the PJM Interchange Energy Market and for the operation of the 
PJM Control Area and PJM West Region. 
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Co) The Transmission Congestion Charge shall be the to~al amount of energy specified 
in such energy schedules multiplied by the difference between a Locational Marginal Price 
calculated by the Office of the lnterconnection for the energy schedule source location specified in 
the NERC Interchange Distribution Calculator and a Locational Marginal Price calculated by the 
Office of the Interconnection for the energy schedule sink location specified in the NERC 
Interchange Distribution Calculator. Transmission Congestion Charges that are less than zero shall 
be set equal to zero for Transmission Loading Relief Customers. 

(c) The Office of the Interconnection will determine the Locational Marginal Prices at 
the energy schedule source and sink locations external to PJM with reference to and based solely on 
the prices of energy in the PJM Region and at the interface buses between adjacent Control Areas 
and the area comprised of the PJIVl Region and the system conditions and actual power flow 
distributions as described by the PJM State Estimator program. The Office of the lnterconnection 
will determine the Locational Marginal Prices at the external energy schedule source and sink 
locations and the resulting Congestion Charge based on the portion of the energy schedule that 
flows through the PJM Region as reflected by the flow distributions from the PJM State Estimator 
program. 

5.1.7 Total Transmission Congestion Charges. 

The total Transmission Congestion Charges collected by the Office of the 
Interconnection each hour will be the aggregate net amounts determined as specified in this 
Schedule. The Office of the Interconnection shall collect Transmission Congestion Charges for 
each hour the transmission system operates under constrained conditions. 

5.2 Transmission Congestion CredR Calculation. 

5.2.1 Eligibi l i ty. 

(a) Except as provided in Section 5.2.1CO), each holder of a Financial 
Transmission Right shall receive as a Transmission Congestion Credit a proportional share of the 
total Transmission Congestion Charges collected for each constrained hour. 

Co) If a holder of a Financial Transmission Right between specified delivery 
and receipt buses acquired the Financial Transmission Right in a Financial Transmission Rights 
Auction (the procedures for which are set forth in Part 7 of this Schedule l) and (i) had an 
Increment Bid and/or Decrement Bid that was accepted by the Office of the Interconnection for 
an applicable hour in the Day-ahead Energy Market for delivery or receipt at or near delivery or 
receipt buses of the Financial Transmission Right; and (ii) the result of the acceptance of such 
Increment Bid or Decrement Bid is that the difference in locational marginal prices in the Day- 
ahead Energy Market between such delivery and receipt buses is greater than the difference in 
locational marginal prices between such delivery and receipt buses in the Real-time Energy 
Market, then the Market Participant shall not receive any Transmission Congestion Credit, 
associated with such Financial Transmission Right in such hour, in excess of one divided by the 
number of hours in the applicable month multiplied by the amount that the Market Participant 
paid for the Financial Transmission Right in the Financial Transmission Rights Auction. 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Governmental Policy 
January 10, 2003 

Effective: March 12, 2003 



lnofflclal FERC-Generated PDF of 20030115-0003 Received by FERC OSEC 01/10/2003 in Docket#: ER03-406-000 

PJM Interconnection, L.L.C. 
Second Revised Rate Schedule FERC No. 24 

Third Revised Sheet No. 115 
Superceding Second Revised Sheet No. 115 

(c) For purposes of Section 5.2.1(b) a bus shall be considered at or near the 
Financial Transmission Right delivery or receipt bus if seventy-five percent or more of the 
energy injected or withdrawn at that bus and which is withdrawn or injected at any other bus is 
reflected in the constrained path between the subject Financial Transmission Right delivery and 
receipt buses that were acquired in the Financial Transmission Rights Auction. 

5.2.2 Financial Transmission Rights. 

(a) Transmission Congestion Credits will be calculated based upon the 
Financial Transmission Rights held at the time of the constrained hour. Except as provided in 
paragraph (e) below, Financial Transmission Rights shall be auctioned as set forth in Section 7. 

(b) The hourly economic value of a Financial Transmission Right Obligation 
is based on the Financial Transmission Right MW reservation and the difference between the 
Day-ahead Price at the point of delivery and the point of receipt of the Financial Transmission 
Right. The hourly economic value of a Financial Transmission Right Obligation is positive (a 
benefit to the Financial Transmission Right holder) when the Day-ahead Price at the point of 
delivery is higher than the Day-ahead Price at the point of receipt. The hourly economic value of 
a Financial Transmission Right Obligation is negative (a liability to the holder) when the Day- 
ahead Price at the point of receipt is higher than the Day-ahead Price at the point of delivery. 

(c) The hourly economic value of a Financial Transmission Right Option is 
based on the Financial Transmission Right MW reservation and the difference between the Day- 
ahead Price at the point of delivery and the point of receipt of the Financial Transmission Right 
when that difference is positive. The hourly economic value of a Financial Transmission Right 
Option is positive (a benefit to the Financial Transmission Right holder) when the Day-ahead 
Price at the point of delivery is higher than the Day-abead Price at the point of receipt. The 
hourly economic value of a Financial Transmission Right Option is zero (neither a benefit nor a 
liability to the holder) when the Day-abead Price at the point of receipt is higher than the Day- 
ahead Price at the point of delivery. 

(d) A Financial Transmission Right, or the right to Transmission Congestion 
Credits attributable to a Financial Transmission Right, may be sold or otherwise transferred by 
agreement, subject to compliance with such procedures as may be established by the Office of 
the Interconnection for verification of the rights of the purchaser or transferee. 
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(e) Financial Transmission Rights shall be allocated to each Firm 
Transmission Customer and Network Service User in a new PJM zone in the manner specified 
below. Such Financial Transmission Rights shall remain in effect until the [first] annual 
allocation of auction revenue rights to occur after the integration of such new PJM zone into the 
PJM interchange energy market. 

(i) Subject to the provisions of Section B of Attachment K of the PJM 
Tariff, by such deadline established by the Office of  the Interconnection, 
each Network Service User in a new PJM zone shall designate a subset of 
its Network Resources for which Financial Transmission Rights will be 
assigned, Financial Transmission Rights shall be assigned for each 
Network Resource in a number of mcgawatts equal to or less than the 
installed capacity summer megawatt rating of each designated Network 
Resource, determined at the new PJM zone transmission bus at which the 
designated Network Resource is connected. Each Financial Transmission 
Right shall be to the aggregate load busses of the Network Service User in 
a new PJM zone. The sum of each Network Service User 's  assigned 
Financial Transmission Rights for a Zone must be equal to or less than the 
Network Service User's peak load for that Zone as determined under 
Section 34.2 of the Tariff. The sum of each Network Service User's 
Financial Transmission Rights for Non-Zone Network Load must be equal 
to or less than the Network Service User's transmission responsibility for 
Non-Zone Network Load as determined under Section 34.2 of the Tariff. 

(ii) Each Transmission Customer receiving firm Transmission Service 
shall be assigned Financial Transmission Rights; provided, however, that a 
Transmission Customer may notify the Office of Interconnection that it 
does not wish to receive any FTRs or wishes to receive FFRs only for 
certain Point or Points of Receipt and Point or Points of  Delivery, in which 
event no FTRs or such reduced amount of FTRs shall be issued to the 
Transmission Customer. The Financial Transmission Right for each 
instance of Point-to-Point Transmission Service shall be a number of 
megawatts equal to the megawatts of firm service being provided between 
the receipt and delivery points as to which the Transmission Customer has 
firm Point-to-Point Transmission Service. 

(iii) All Financial Transmission Rights must be simultaneously 
feasible. If all Financial Transmission Right requests made when Financial 
Transmission Rights are allocated for the new zone are not feasible then 
Financial Transmission Rights are prorated and allocated in proportion to 
the MW level requested and in inverse proportion to the effect on the 
binding constraints. 
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5.2.3 Target Allocation of Transmission Congestion Credits. 

A target allocation of Transmission Congestion Credits for each entity holding a 
Financial Transmission Right shall be determined for each Financial Transmission Rights. Each 
Financial Transmission Right shall be multiplied by the Day-ahead Price differences for the receipt 
and delivery points associated with the Financial Transmission Right, calculated as the 
Locational Marginal Price at the delivery point(s) minus the Locational Marginal Price at the 
receipt point(s). For the purposes of calculating Transmission Congestion Credits, the Day-ahead 
Price of a Zone is calculated as the sum of the Day-ahead Price of the buses that comprise the 
Zone multiplied by the percent of annual peak load assigned to each node. When the FTR Target 
Allocation is positive, the FTR Target Allocation is a credit to the FTR holder. When the FTR 
Target Allocation is negative, the FTR Target Allocation is a debit to the FTR holder if the FTR 
is a Financial Transmission Right Obligation. When the FTR Target Allocation is negative, the 
FTR Target Allocation is set to zero if the FTR is a Financial Transmission Right Option. Tim 
total target allocation for Network Service Users and Transmission Customers for each hour shall 
he the sum of the target allocations associated with all of the Network Service Users' or 
Transmission Customers' Financial Transmission Rights. 

5.2.4 [Reserved] 

5.2.5 Calculation of Transmission Congestion Credits. 

(a) The total of all the target allocations determined as specified above shall be 
compared to the total Transmission Congestion Charges in each hour resulting from both the Day- 
ahead Energy Market and the Real-time Energy Market. If the total of the target allocations is less 
than the total of the Transmission Congestion Charges, the Transmission Congestion Credit for 
each entity holding an FTR shall be equal to its target allocation. All remaining Transmission 
Congestion Charges shall he distributed as described below in Section 5.2.6 "Distribution of Excess 
Congestion Charges." 

(b) If the total of the target allocations is greater than the total Transmission 
Congestion Charges for the hour resulting from both the Day-ahead Energy Market and the Real- 
time Energy Market, each holder of Financial Transmission Rights shall be assigned a sham of the 
total Transmission Congestion Charges in proportion to its target allocations for Financial 
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Transmission Rights which have a positive Target Allocation value. Financial Transmission Rights 
which have a negative Target Allocation value are assigned the full Target Allocation value as a 
negative Transmission Congestion Credit. 

5.2.6 Distribution of Excess Congestion Charges. 

(a) Excess Transmission Congestion Charges accumulated in a month shall be 
distributed to each holder of Financial Transmission Rights in proportion to, but not more than, any 
deficiency in the share of Transmission Congestion Charges received by the holder during that 
month as compared to its total target allocations for the month. 

Ca) After the excess Transmission Congestion Charge distribution described in 
Section 5.2.6(a) is performed, any excess Transmission Congestion Charges remaining at the end 
of a month shall be distributed to each holder of Financial Transmission Rights in proportion to, 
but not more than, any deficiency in the share of Transmission Congestion Charges received by 
the holder during the current calendar year, including previously distributed excess Transmission 
Congestion Charges, as compared to its total target allocation for the calendar year. 
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(c) Any excess Transmission Congestion Charges remaining at the end of a 
calendar year shall be distributed to each holder of Auction Revenue Rights in proportion to, but 
not more than, any Auction Revenue Right deficiencies for that calendar year. After Auction 
Revenue Right deficiencies are satisfied, any remaining excess Transmission Congestion 
Charges shall be distributed to Network Service Users and Transmission Customers purchasing 
Firm Point-to-Point Transmission Service in proportion to their Demand Charges for Network 
Service and their charges for Reserved Capacity for Firm Point-to-Point Transmission Service. 

5.3 Unscheduled Transmisaan Service (Loop Flow). 

(a) When there are agreements between the Members (or the Office of the 
Interconnection on behalf of the Members) and others for compensation to be paid or received for 
unscheduled transmission service (loop flow) into or out of the area comprised of the PJM Region, 
the net compensation received shall be included in the total Transmission Congestion Charges that 
are distributed in accordance with Section 5.2. 

Ca) With respect to payments by the Office of the Interconnection to the New 
York Power Pool for the installation and operation of phase angle regulating facilities at Ramapo to 
control or limit unscheduled transmission service (loop flow), each East Transmission Owner with 
revenue requirements under the PJM Tariff shall pay a share of the charges on a transmission 
revenue requirements ratio share basis. 

6. "MUST-RUN" FOR RELIABILITY GENERATION 

6.1 Introduction. 

The following procedures shall apply to any generation resource subject to the dispatch of 
the Office of the lnterconnection that (a) is a generation resource for which construction 
commenced before July 9, 1996, and Co) as a result of transmission constraints, the Office of the 
Interconnection determines, in the exereise of Good Utility Practice, must be run in order to 
maintain the reliability of service in the PJM Region. The provisions of this Schedule shall 
otherwise apply to the scheduling, dispatch, operation and accounting treatment of such 
resources, to the extent not inconsistent with the provisions of this Section 6. 

6.2 Identification of Facility Outages. 

Not later than one hour prior to the deadline specified in Section 1.10.1 of this Schedule, 
the Office of the Interconnection shall identify on the PJM Open Access Same-Time Information 
System any facility outage or other system condition which it has determined may give rise to a 
transmission constraint that may require, in order to maintain system reliability, the dispatch of 
one or more generation resources that otherwise would not be dispatched based on the merits of 
their offers to the PJM Interchange Energy Market. 

6.3 Dispatch for Local Reliability. 

6.3.1 Request and Dispatch. 

In addition to the dispatch of generation by the Office of the Interconnection to 
maintain reliability on transmission facilities monitored by it, a Member that owns or leases with 
rights equivalent to ownership local Transmission Facilities, as defined in this Agreement, the 
West Transmission Owners Agreement, or the East Transmission Owners 
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shall be capped at the levels specified below. If the Office of the Intcreonnection is able to do so, 
such prices shall be capped only during each hour when the transmission limit affects the 
schedule of the affected resource, and otherwise shall be capped for the entire Operating Day. 
The energy prices as capped shall be used to determine any Locational Marginal Price affected by 

the price of such resource. 
(b) The energy bid price offered by any generation resource requested to be 

dispatched in accordance with Section 6.3 of this Schedule shall be capped at the levels specified 
below. If the Office of the Interconnection is able to do so, such prices shall be capped only 
during each hour when the affected resource is so scheduled, and otherwise shall be capped for 
the entire Operating Day. The energy prices as capped shall be used to determine any Locational 
Marginal Price affected by the price of such resource. 

(c) Generation resources subject to a price cap shall be paid for energy at the 

applicable Locational Marginal Price. 
(d) Price caps shall not be applicable to generation resources used to relieve 

the We, stern, Central and Eastern reactive limits in the PJM Control Area. In addition, price caps 
shall not be applicable to generation resources used to relieve any other transmission limit as to 
which the FERC has authorized the use of market based rates. 

6.4.2 Level. 

The price cap shall be one of the amounts specified below, as specified in advance 
by the market Seller for the affected unit: 

0) 

(ii) 

(iii) 

7. 

Auctions of Financial Transmission Rights. 

The weighted average Locational Marginal Price at the generation bus at 
which energy from the capped resource was delivered during a specified 
number of hours during which the msotuce was dispatched for energy in 
economic merit order, the specified number of hotws to be determined by the 
Office of the Intereonnection and to be a number of hours sufficient to result 
in a price cap that reflects reasonably contemporaneous competitive market 
conditions for that unit; 

The incremental operating cost of the generation resource as determined in 
accordance with Schedule 2 of this Agreement and the PJM Manuals, plus 
10% of such costs; or 

An amount determined by agreement between the Office of the 
Interconnection and the Market Seller. 

FINANCIAL TRANSMISSION RIGHTS AUCTIONS 

7.1 
Annual and periodic auctions to allow Market Participants to acquire or sell Financial 

Transmission Rights shall be conducted by the Office of the Interconnection in accordance with 
the provisions of this Section. 
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7.1.1 Auction Period and Scope of Auctions. 

The periods covered by auctions shall be: (1) the one-year period beginning the 
month after the final round of the annual auction and (2) the one-month period following the date 
that the monthly auction is conducted. With the exception of FIRs allocated pursuant to section 
5.2.2 (e) of this Schedule, in the annual auction, the Office of the lnterconnection shall offer for 
sale the entire Financial Transmission Rights capability for the year in four rounds with 25 
percent of the capability offered in each round. In the monthly auction, the Office of the 
Interconnection shall offer for sale in the auction any remaining Financial Transmission Rights 
capability for the month after taking into account all of the Financial Transmission Rights already 
outstanding at the time of the auction. In addition, any holder of a Financial Transmission Right 
for the period covered by an auction may offer such Financial Transmission Right for sale in 
such auction. On-Peak, off-peak and 24-hour FIRs will be offered in the annual and monthly 
auctions. FTRs will be offered as Financial Transmission Right Obligations and Financial 
Transmission Right Options. Market Participants may bid for and acquire any number of 
Financial Transmission Rights, provided that all Financial Transmission Rights awarded are 
simultaneously feasible with each other and with all Financial Transmission Rights outstanding 
at the time of the auction and not sold into the auction. An ARR holder may self-schedule an 
PTR on the same path in the Annual FTR Auction according to the roles described in the PJM 
Manuals. 

7.1.2 Frequency and Time of Auctions. 

Annual Financial Transmission Rights auctions shall offer the entire FIR 
capability of the PJM system in four rounds with 25 percent of the capability offered in each 
round. Each round shall be conducted over five business days by such timeline established by 
the Office of the Interconnection. Each round shall begin with the bid and offer period opening 
the first day at 12:00 midnight (E, astem Prevailing Time) and closing the third day at 5:00 p.m. 
(Eastern Prevailing Time). Monthly Financial Transmission Rights auctions shall be held. The 
bid and offer period shall open at 12:00 midnight (Eastern Prevailing Time) on the thirteenth 
(13th) business day preceding the month for which Financial Transmission Rights are being 
auctioned and shall close at 5:00 PM (Eastern Prevailing Time) on the tenth (10th) business day 
preceding the month for which Financial Transmission Rights are being auctioned. 

7.1.3 Duration of Financial Transmission Rights. 

Each Financial Transmission Right acquired in a Financial Transmission Rights 
auction shall entitle the holder to credits of Transmission Congestion Charges for the period that 
was specified in the corresponding auction. 

7.2 Financial Transmission Rights Characteristics. 

7.2.1 Reconflguration of Financial Transmission Rights. 

Through an appropriate linear programming model, the Office of the 
lnterconnection shall reconfigure the Financial Transmission Rights offered or otherwise 
available 
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for sale in any auction to maximize the value to the bidders of the Financial Transmission Rights 
sold, provided that any Financial Transmission Rights acquired at auction shall be 
simultaneously feasible in combination with those Financial Transmission Rights outstanding at 
the time of the auction and not sold in the auction. The linear programming model shall, while 
respecting transmission constraints and the maximum MW quantities of the bids and offers, 
select the set of simultaneously feasible Financial Transmission Rights with the highest net total 
auction value as determined by the bids of buyers and taking into account the reservation prices 

of the sellers. 

7.2.2 Specified Receipt and Delivery Points. 
Auction bids for annual Financial Transmission Rights Obligations may specify as 

receipt and delivery points any combination of hubs, Zones, aggregates, generators, and interface 
buses. Auction bids for annual Financial Transmission Rights Options may specify as receipt and 
delivery points such combination of hubs, Zones, aggregates, generators, and interface buses as 
the Office of the Interconnection shall allow from time to time as set forth in its FTR business 
manual. Auction bids for monthly Financial Transmission Rights may specify any combination 
of receipt and delivery buses represented in the State Estimator model for which the Office of the 
Intereonnection calculates and posts Locational Marginal Prices. Auction bids may specify 
receipt and delivery points from locations outside of the PJM Region to locations inside such 
region, from locations within the PJM Region to locations outside such region, or to and from 
locations within the PJM Region. 
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7.2.3 Transmission Congestion Charges. 

Financial Transmission Rights shall entitle holders thereof to credits only for 
Transmission Congestion Charges, and shall not confer a right to credits for payments arising 
from or relating to transmission congestion made to any entity other than the Office of the 
lnterconnection. 

7.3 Auction Procedures. 

7.3.1 Role of the Office of the Interconnection. 

Financial Transmission Rights auctions shall be conducted by the Office of the 
lnterconnection in accordance with standards and procedures set forth in the PJM Manuals, such 
standards and procedures to be consistent with the requirements of this Schedule. 

7.3.2 Notice of Offer. 

A holder of a Financial Transmission Right wishing to offer the Financial 
Transmission Right for sale shall notify the Office of the lnterconnection of any Financial 
Transmission Rights to be offered. Each Financial Transmission Right sold in an auction shall, 
at the end of the period for which the Financial Transmission Rights were auctioned, revert to the 
offering holder or the entity to which the offering holder has transferred such Financial 
Transmission Right, subject to the term of the Financial Transmission Right itself and to the right 
of such holder or transferee to offer the Financial Transmission Right in the next or any 
subsequent auction during the term of the Financial Transmission Right. 

7.3.3 Pending Applications for Firm Serdee.  

Ca) [Reserved.] 
(b) Financial Transmission Rights may be assigned to entities requesting 

Network Transmission Service or Firm Point-to-Point Transmission Service pursuant to Section 
5.2.2 (e), only if such Financial Transmission Rights are simultaneously feasible with all 
outstanding Financial Transmission Rights, including Financial Transmission Rights effective for 
the then-current auction period. If an assignment of Financial Transmission Rights pursuant to a 
pending application for Network Transmission Service or Firm Point-to-Poim Transmission 
Service cannot be completed prior to an auction, Financial Transmission Rights attributable to 
such transmission service shall not be assigned for the then-current auction period. If a Financial 
Transmission Right cannot be assigned for this reason, the applicant may withdraw its 
application, or request that the Financial Transmission Right be assigned effective with the start 
of the next auction period. 
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7.3.4 On-Peak and Off-Peak Periods. 

On-peak, off-peak and 24-hour FTRs will be offered in the annual and monthly 
auction. On-Peak Financial Transmission Rights shall cover the periods from 7:00 a.m. up to the 
hour ending at 11:00 p.m. on Mondays through Fridays, except holidays as defined in the PJM 
Manuals. Off-Peak Financial Transmission Rights shall cover the periods from I h00 p.m. up to 
the hour ending 7:00 a.m. on Mondays through Fridays and all hours on Saturdays, Sundays, and 
holidays as defined in the PJM Manuals. The 24-hour period shall cover the period from hour 
ending h00 a.m. to the hour ending 12:00 midnight on all days. Each bid shall specify whether it 
is for an on-peak, off-peak, or 24-hour period. 

7.3.5 Offers and Bids. 

(a) Offers to sell and bids to purchase Financial Transmission Rights shall be 
submitted during the period set forth in Section 7.1.2, and shall be in the form specified by the 
Office of the Interconnection in accordance with the requirements set forth below. 

(b) Offers to sell shall identify the specific Financial Transmission Right, by 
megawatt quantity and receipt and delivery points, offered for sale. An offer to sell a specified 
megawatt quantity of Financial Transmission Rights shall constitute an offer to sell a quantity of 
Financial Transmission Rights equal to or less than the specified quantity. An offer to sell may 
not specify a minimum quantity being offered. Each offer may specify a reservation price, below 
which the offeror does not wish to sell the Financial Transmission Right. Offers submitted by 
entities holding rights to Financial Transmission Rights shall be subject to such reasonable 
standards for the verification of the rights of the offeror as may be established by the Office of 
the Interconnection. Offers shall be subject to such reasonable standards for the creditworthiness 
of the offer or for the posting of security for performance as the Office of the lnterconnection 
shall establish. 

(c) Bids to purchase shall specify the megawatt quantity, price per rnegawatt, 
and receipt and delivery points of the Financial Transmission Right that the bidder wishes to 
purchase. A bid to purchase a specified megawatt quantity of Financial Transmission Rights 
shall constitute a bid to purchase a quantity of Financial Transmission Rights equal to or less 
than the specified quantity. A bid to purchase may not specify a minimum quantity that the 
bidder wishes to purchase. A bid may specify receipt and delivery points in accordance with 
Section 7.2.2 and may include Financial Transmission Rights for which the associated 
Transmission Congestion Credits may have negative values. Bids shall be subject to such 
reasonable standards for the creditworthiness of the bidder or for the posting of security for 
performance as the Office of the Interconnection shall establish. 

(d) Bids and offers shall be specified to the nearest tenth of a megawatt and 
shall be greater than zero. 
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7.3.6 Determination of Winning Bids and Clearing Price. 

(a) At the close of each bidding period, the Office of the Interconnection will 
create a base Financial Transmission Rights power flow model that includes all outstanding 
Financial Transmission Rights that have been approved and confirmed for any portion of the 
month for which the auction was conducted and that were not offered for sale in the auction. The 
base Financial Transmission Rights model also will include estimated uncompensated parallel 
flows into each interface point of the PJM Control Area and estimated scheduled transmission 
outages. 

(b) In accordance with the requirements of Section 7.4.5 of this Schedule and 
subject to all applicable transmission constraints and reliability requirements, the Office of the 
Interconnection shall determine the simultaneous feasibility of all outstanding Financial 
Transmission Rights not offered for sale in the auction and of all Financial Transmission Rights 
that could be awarded in the auction for which bids were submitted. The winning bids shall be 
determined from an appropriate linear programming model that, while respecting transmission 
constraints and the maximum MW quantities of the bids and offers, selects the set of 
simultaneously feasible Financial Transmission Rights with the highest net total auction value as 
determined by the bids of buyers and taking into account the reservation prices of the sellers. In 
the event that there are two or more identical bids for the selected Financial Transmission Rights 
and there are insufficient Financial Transmission Rights to accommodate all of the identical bids, 
then each such bidder will receive a pro rata share of the Financial Transmission Rights that can 
be awarded. 

(c) Financial Transmission Rights shall be sold at the market-clearing price 
for Financial Transmission Rights between specified pairs of receipt and delivery points, as 
determined by the bid value of the marginal Financial Transmission Right that could not be 
awarded because it would not be simultaneously feasible. The linear programming model shall 
determine the cleating prices of all Financial Transmission Rights paths based on the bid value of 
the marginal Financial Transmission Rights, which are those Financial Transmission Rights with 
the highest bid values that could not be awarded fully because they were not simultaneously 
feasible, and based on the flow sensitivities of each Financial Transmission Rights path relative 
to the marginal Financial Transmission Rights paths flow sensitivities on the binding 
transmission constraints. 

7.3.7 Announcement of  Winners and lh'ices. 

Within two (2) business days after the close of a monthly auction or annual 
auction round, the Office of the Interconnection shall post the winning bidders, the megawatt 
quantity, and the receipt and delivery points for each Financial Transmission Right awarded in 
the auction and the price at which each Financial Transmission Right was awarded. The Office 
of the Interconnection shall not disclose the price specified in any bid to purchase or the 
reservation price specified in any offer to sell. 

7.3.8 Auction Settlements. 

All buyers and sellers of Financial Transmission Rights between the same points 
of receipt and delivery shall pay or be paid the market-clearing price, as determined in the 
auction, for such Financial Transmission Rights. 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Governmental Policy 
January 10, 2003 

Effective: March 12, 2003 



Jnofflclal FERC-Generated PDF of 20030115-0003 Received by FERC OSEC 01/10/2003 in Docket#: ER03-406-000 

PJM lnterconnection, L.L.C. 
Second Revised Rate Schedule FERC No. 24 

First Revised Sheet No. 124 
Superceding Substitute Original Sheet No. 124 

7.4 Allocation of Auction Revenues. 

7.4.1 Eligibility. 

(a) Annual and monthly auction revenues, net of payments to entities selling 
Financial Transmission Rights into the auction, shall be allocated among holders of Auction 
Revenue Rights in proportion to, but not more than, the Target Allocation of Auction Revenue 
Rights Credits for the holder. 

(b) Auction Revenue Rights Credits will be calculated based upon the clearing 
price results of  the applicable Annual Financial Transmission Rights auction. 

7.4.2 Auction Revenue Rights. 

(a) For the year 2003/2004 planning period, the following Auction Revenue 
Rights allocation procedure shall apply. Each Network Service User may request a subset of  its 
Network Resources for which available Auction Revenue Rights shall be allocated. Auction 
Revenue Rights shall be allocated for each Network Resource in a number of megawatts equal to 
or less than installed capacity summer megawatt rating of each designated Network Resource, 
determined at the PJM Control Area or PJM West Region transmission bus at which the 
designated Network Resource is connected. Each Auction Revenue Right shall be to the 
aggregate load busses of the Network Service User in a Zone or, with respect to Non-Zone 
Network Load, to the border of the area comprised of the PJM West Region and PJM Control 
Area. The sum of each Network Service User's allocated Auction Revenue Rights for a Zone 
must be equal to or less than the Network Service User's peak load for that Zone as determined 
under Section 34.1 of the Tariff. The sum of each Network Service User's Auction Revenue 
Rights for Non-Zone Network Load must be equal to or less than the Network Service User 's  
transmission responsibility for Non-Zone Network Load as determined under Section 34.1 of the 
Tariff. 

(b) Subsequent to the 2003/2004 planning period the following Auction 
Revenue Rights allocation procedure shall apply. On an annual basis by such deadline 
established by the Office of the Interconnection, each Network Service User shall designate a 
subset of  buses from which Auction Revenue Rights will be sourced. Valid Auction Revenue 
Rights source buses include only zones, generators, hubs and external interface buses. The 
Network Service User shall specify the amount of Auction Revenue Rights requested from each 
source bus. Each Auction Revenue Right shall be sinked to the aggregate load busses of the 
Network Service User in a Zone or, with respect to Non-Zone Network Load, to the border of  the 
area comprised of the PJM West Region and PJM Control Area. The sum of each Network 
Service User's allocated Auction Revenue Rights for a Zone must be equal to or less than the 
Network Service User 's  peak load for that Zone as determined under Section 34.1 of the Tariff. 
The sum of each Network Service User's Auction Revenue Rights for Non-Zone Network Load 
must be equal to or less than the Network Service User 's  transmission responsibility for Non- 
Zone Network Load as determined under Section 34.1 of the Tariff. The allocation of Auction 
Revenue Rights shall be performed in four stages, with 25 percent of the system Auction 
Revenue Rights capability allocated in each stage. 
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(c) On a daily basis within the annual Financial Transmission Rights auction 
period, a proportionate share of Network Service User's Auction Revenue Rights for each Zone 
are reallocated as Network Load changes from one Network Service User to another within that 
Zone. 

(d) Each Transrmssion Customer receiving firm Point-to-Point Transmission 
Service shall specify whether it wishes to receive Auction Revenue Rights. The Auction Revenue 
Right for each instance of Point-to-Point Transmission Service shall he a number of megawatts 
equal to the megawatts of firm service being provided between the receipt and delivery points as to 
which the Transmission Customer has firm Point-to-Point Transmission Service. 

(e) All Auction Revenue Rights must be simultaneously feasible. If all 
Auction Revenue Right requests made during the annual allocation process are not feasible then 
Auction Revenue Rights are prorated and allocated in proportion to the MW level requested and 
in inverse proportion to the effect on the binding constraints. 

7.4.3 Target Allocation of Auction Revenue Right Credits. 

A target allocation of Auction Revenue Right Credits for each entity holding an Auction 
Revenue Right shall be determined for each Auction Revenue Right. After each round of the 
annual Financial Transmission Right Auction, each Auction Revenue Right shall be divided by 
four and multiplied by the price differences for the receipt and delivery points associated with the 
Auction Revenue Right, calculated as the Locational Marginal Price at the delivery points(s) 
minus the Locational Marginal Price at the receipt point(s), where the price for the receipt and 
delivery point is determined by the clearing prices of each round of the annual Financial 
Transmission Right auction. The daily total target allocation for an entity holding the Auction 
Revenue Rights shall be the sum of the daily target allocations associated with all of the entity's 
Auction Revenue Rights. 

7.4.4 Calculation of Auction Revenue Right Credits. 

(a) Each day, the total of all the daily target allocations determined as 
specified above in section 7.4.3 plus any additional Auction Revenue Rights target allocations 
applicable for that day shall be compared to the total revenues of the monthly Financial 
Transmission Rights auction (divided by the number of days in the month) plus the total revenues 
of the annual Financial Transmission Rights auction (divided by the number of days in the 
planning period). If the total of the target allocations is less than the total auction revenues, the 
Auction Revenue Right Credit for each entity holding an Auction Revenue Right shall be equal 
to its target allocation. All remaining funds shall be distributed as Excess Congestion Charges 
pursuant to Section 5.2.5. 
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(b) If the total of the target allocations is greater than the total auction 
revenues, each holder of Auction Revenue Rights shall be assigned a share of the total auction 
revenues in proportion to its Auction Revenue Rights target allocations for Auction Revenue 
Rights which have a positive Target Allocation value. Auction Revenue Rights which have a 
negative Target Allocation value are assigned the full Target Allocation value as a negative 
Auction Revenue Right Credit. 

7.5 Simultaneous Feasibility. 

The Office of the Interconnection shall make the simultaneous feasibility determinations 
specified herein using appropriate powerflow models of contingency-constrained dispatch. Such 
determinations shall take into account outages of both individual generation units and 
transmission facilities and shall be based on reasonable assumptions about the configuration and 
availability of transmission capability during the period covered by the auction that are not 
inconsistent with the determination of the deliverability of Capacity Resources under the 
Reliability Assurance Agreement or the deliverability of Available Capacity Resources under the 
Reliability Assurance Agreement-West. The goal of the simultaneous feasibility determination 
shall be to ensure that there are sufficient revenues from Transmission Congestion Charges to 
satisfy all Financial Transmission Rights obligations for the auction period under expected 
conditions and to ensure that there are sufficient revenues from the annual Financial 
Transmission Right Auction to satisfy all Auction Revenue Rights obligations. 

8. INTERREGIONAL TRANSMISSION CONGESTION MANAGEMENT 
PILOT PROGRAM 

8.1 Introduction. 

The following procedures shall govern the redispatch of generation to alleviate 
transmission congestion on selected pathways on the transmission systems operated by the Office 
of the Interconnection and the New York ISO CNYISO"). The procedures shall be used solely 
when, in the exercise of Good Utility Practice, the Office of the Interconnection or NYISO 
determines that the redispatch of generation units on the other's transmission system would 
reduce or eliminate the need to resort to Transmission Loading Relief or other transmission- 

related emergency procedures. 

8.2 Identification of Transmission Constraints. 

(a) On a periodic basis determined by the Office of the lntereonnection and NYISO, 
the Office of the Interconnection and NYISO shall identify potential transmission operating 
constraints that could result in the need to use Transmission Loading Relief or other emergency 
procedures in order to alleviate the transmission constraints, the need for which could be reduced 
or eliminated by the redispatch of generation on the other's system. 

03) In addition to the identification of such potential transmission operating 
constraints, the Office of the Interconnection and NYISO shall identify generation units on the 
other's system, the redispatch of which would alleviate the identified transmission constraints. 

Issued By: 

Issued On: 

Craig Glazer 
Vice President, Governmental Policy 
January 10, 2003 

Effective: March 12, 2003 



Jnofflclal FERC-Generated PDF of 20030115-0003 Received by FERC OSEC 01/10/2003 in Docket#: ER03-406-000 

PJM Interconnection, t I C .  
Second Revised Rate Schedule FERC No. 24 

Second Revised Sheet No. 160 
Superceding First Revised Sheet No. 160 

5.5 Relationship of Capacity Credits to Capacity Obligations Imposed under the 
Reliability Assurance Agreement. 

A megawatt of Capacity Credit shall satisfy a megawatt of capacity obligation imposed 
under the Reliability Assurance Agreement. Capacity Credits purchased from a PJM Capacity 
Credit Market shall not be adjusted for forced outages or other reasons. Because Capacity 
Credits are based on Capacity Resources, no further capability or deliverability demonstrations 
beyond those for the related Capacity Resource shall be required. 

5.6 Deficiency Charges. 

If the Office oftbe Interconnection determines that the first Market Seller in a PJM 
Capacity Credit Market of a Capacity Credit did not have sufficient Unforced Capacity to support 
the Capacity Credit transaction at the time for which the Capacity Credit was applicable, any 
such deficiency shall be satisfied through payment of deficiency charges by such first Market 
Seller calculated as specified in the Reliability Assurance Agreement. Any amounts collected 
from such deficiency charges shall be distributed in accordance with the Reliability Assurance 
Agreement. 

5.7 Financial Transmission Rights. 

Acquisition of a Capacity Credit shall not entitle the holder to a Financial Transmission 
Right. 

5.8 Confidentiality. 

The following information submitted to the Office of the Interconnection in connection 
with any PJM Capacity Credit Market shall be deemed confidential information for purposes of 
Section 18.17 of the Agreement: (i) the terms and conditions of all Sell Offers and Buy Bids; 
and (ii) the terms and conditions of any bilateral transactions for capacity or Capacity Credits. 

6. OPERATION OF THE PJ'M CAPACITY CREDIT MARKETS 

6.1 Content of Sell Offers. 

6.1.1 Specifications. 

Sell Offers shall specify: 

i) The quantity of Capacity Credits offered, in increments of 0.1 megawatt; 

ii) The minimum price, in dollars and cents per megawatt per day, that will be 
accepted by the seller, 

iii) For a PJM Daily Capacity Credit Market, the dates on which the offered 
Capacity Credits may be used; and 

iv) For a PJM Monthly Capacity Credit Market, the month or months for 
which the offered Capacity Credits may be used. 
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5.7 Financial Transmission Rights. 

Acquisition of an Available Capacity Credit shall not entitle the holder to a Financial 
Transmission Right. 

5.8 Confidentiality. 

The following information submitted to the Office of the Intereonnection in connection 
with any PJM West Available Capacity Credit Market shall be deemed confidential information 
for purposes of Section 18.17 of the Agreement" (i) the terms and conditions of all Sell Offers 
and Buy Bids; and (ii) the terms and conditions of any bilateral transactions for capacity or 
Available Capacity Credits. 

6. OPERATION OF THE PJM WEST AVAILABLE CAPACITY CREDIT 
MARKETS 

6.1 Content of Sell Offers. 

6.1.1 Specifkationtg 

Sell Offers shall specify: 

i) The quantity of Available Capacity Credits offered, in increments of 0.1 
megawatt; 

ii) The minimum price, in dollars and cents per megawatt per day, that will be 
accepted by the seller;, 

iii) For a PJM West Monthly Available Capacity Credit Market, the month or 
months for which the offered Available Capacity Credits may be used. 

6.1.2 Market.based Offers. 

A Market Seller that is authorized by FERC to sell electric generating capacity at 
market-based prices, or that is not rtxluired to have such authorization, may submit Sell Offers to 
PJM West Available Capacity Credit Markets that specify market-based prices. 

6.1.3 Availability of Available Capacity Credits for Sale. 

i) The Office of the lnterconnection shall determine the maximum 
megawatts of Available Capacity Credits each Market Seller may offer in a 
PJM West Available Capacity Credit Market, through verification of the 
availability of megawatts of capacity from: (a) Available Capacity 
Resources owned by or under contract to the Market Seller, (b) rights 
obtained in bilateral transactions; (c) the results of prior PJM West 
Available Capacity Credit Markets; and (d) such other information as may 
be available to the Office of the Intereonnection. The Office of the 
lnterconnection may reject Sell Offers or portions of Sell Offers for 
Available Capacity Credits determined by it not to be available for sale. 
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PJM INTERCHANGE ENERGY MARKET 

1. M A R K E T  OPERATIONS 

1.1 Introduction. 

This Schedule sets forth the scheduling, other procedures, and cet',~in general provisions 
applicable to the operation of the PJM Interchange Energy Market within the PJM Region. This 
Schedule addresses each of the three time-frames pertinent m the daily operation of the PJM 
Interchange Energy Market: Prescheduling, Scheduling, and Dispatch. 

1.2 Cost-based Offers. 

Unless and until the FERC shall authorize the use of market-based prices in the PJM 
Interchange Energy Market, all offers for energy or other services to he sold on the PJM 
Interchange Energy Market from generating resources located within the PJM Region shall not 
exceed the variable cost of producing such energy or other service, as determined in accordance 
with Schedule 2 to this Agreement and applicable regulatory standards, requirements and 
determinations; provided that, a Market Seller may offer to the PJM Interchange Energy Market the 
right to call on energy from a resource the output of which has been sold on a bilateral basis, with 
the rate for such energy if called equal to the curtailment rate specified in the bilateral contract. 

1.3 Definitions. 

1.3.1 Auction Revenue Ri~ht~. 

"'/%uction Revenue Riohts" shall mean the right to receive the revenue from the 
Fj,ancial Transmission Rio.qht auction, as further described in Section 7.4 of this Schedule. 

L3.1A Auction Revenue Rii,hts Credits. 
m 

"'Auction Revenue Riohts Crcdils" shall mean the allocated share o[ lotal FTR 
i~¢~:tion revenuc:s or costs credited to each holder of Auction Revemme Rio-hrs. calculated and 
iAllgcated as soecified in Section 7.4.3 of this Schedule. 

L3.1B 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. 

1.3.1A-C_,, Day.ahead Prices. 

"Day-ahead Prices" shall mean the Locational Marginal Prices resulting from the 

Day-ahead Energy Market. 
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1.3.1BD Decrement Bid. 

"Decrement Bid" shall ~ 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. 

1.3.1¢~E I)isim~h 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 resottrces dispatched by the Office of the lnterconnection in sccordance with the 

Offer Dam. 
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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 PJM Region, if any, plus its net bilateral transactions. 

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 PJM Region, or 
for load in the PJM Region that is not served by Network Transmission Service. 

1.3.4 External l~ ,ouree .  

"External Resource" shall mean a generation resource located outside the metered 

boundaries of the PJM Region. 

1.3.5 I ~ t 4 ~ d - ~ T r a n s m i s s i o n  Right. 

, , ~ p Z ~ _ T r a n s m i s s i o n  Right" ~ s h a l l  mean a right to receive 

Transmission Congestion Credits as specified in Section 5.2.2 of this Schedule. 

1.3.5A Financial Transmission Ri_oht Obli,,ation. 

"'Financial Transmission Rio_ht Oblieation'" shall mean a right to receive 
]'r~nsmission Cono_estion Credits as snecified in Section 5.2.2(b~ of this Schedule. 

1.3.5B Financial Transmission Rio_ht Ontion. 

"'Financial Transmission Rio_ht Ontion" shall mean a ri~,ht to t~¢eive Transmission 
{~--gno_estiorl Credits as soecified 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 resounms capable of 
serving the Market Buyer's load in the PJM Region, or of selling energy or related services in the 

PJM 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 PJM 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 Malntemmee 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 PJM Manuals. 
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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 Intereonnection in accordance with the PJM Manuals. 
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1.3.30 Ramping Capability. 

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

1.3.30A Real.time Prices. 

"Real-time Prices" shall mean the Locatiunal Marginal Prices resulting from the 
Office of the Intemonnection'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-abead Energy Market in 
the Operating Day. 

1.3.31 Regulation. 

"Regulation" shall mean the capability of a specific generating unit with appropriate 
telecommunications, control and response capability to increase or decrease its output in response 
to a regulating control signal, in accordance with the specifications in the PJM Manuals. 

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 mason. 

1.3.33 Spot Market Energy. 

"Spot Market Energy" shall mean energy bought or sold by Market Participants 
through the PJM Interchange Energy Market at Locational Marginal 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 PJM Control Area 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 used to power synchronous condensers, used for pumping at a pumped storage facility, or 
used in association with restoration or black start service. 

1.3.33(2 Target Allocation. 

Shall mean the allocation of Transmission Conaestion Credits as set forth in 
_Section 5.2.3 of this Schedule or the allocation of Auction Revenue Riehts Credits as set forth in 
~ection 7.4.3 of this Schedule, 

Issued By: 

Issued On: 

R . . . . . . . . . . . . . . . .  ~ Effective: > .~ !  !, 2 e 0 2 ~  
Vice President, ~ o v e m m e n t a l  Policy 
~'"-'~, ~ . 2~ 2 0 9 ~ i / t ~ , ~ . . ~  



Jnofflclal FERC-Generated PDF of 20030115-0003 Received by FERC OSEC 01/10/2003 in Docket#: ER03-406-000 

p J ~  lnterconnection. L.L.C. 
~econd Revised Rate Schedule FERC No. 24 

Orio_inal Sheet No. 65A 

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, which shall be calculated and allocated as 
specified in Section 5.1 of this Schedule. 
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1.3.35 Transmission Congestion Credit. 

'`Transmission Congestion Credit" shall mean the allocated share of total 
Transmission Congestion Charges credited to each holder of ~ ~ T r a n s m i s s i o n  
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 ReUef. 

"Transmission Loading Relief" shall mean NERC's procedures for preventing 
operating security limit violations, as implemented by PJM 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. 

1.3.38 T r a n s m l ~ o n  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. 

1A Market  Buyers. 

1.4.1 Qualification. 

(a) To become a Market Buyer, an entity shall submit an application to the 
Office of the Interconnection, in such form as shall be established by the Office of the 
Interconnection. 

Co) An applicant that is a Load Serving Entity or that will purchase on behalf of 
or for ultimate delivery to a Load Serving Entity shall establish to the satisfaction of the Office of 
the Interconnection that the end-users that will be served through energy and related services 
purchased in the PJM Interchange Energy Market, are located electrically within the PJM Region, 
or will be brought within the PJM Region prior to any purchases from the PJM Interchange Energy 
Market. Such applicant shall further demonstrate that: 
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0a) During the Operating Day, the calculation set forth in (a) shall be performed every 
five minutes, using the Office of the Interconnection's Lucational Marginal Price program, 
producing a set of Real-time Prices based on system conditions during the preceding interval. The 
prices produced at five-minute intervals during an hour will be integrated to determine the Real- 

time Prices for that hour. 

2.6 Calculation of Day.ahead Prices. 

For the Day-ahead Energy Market, day-ahead Ltr.~tional Marginal Prices shall be 
determined on the basis of the least-cost, security-constrained dispatch, model flows and system 
conditions resulting from the load specifications, offers for generation, dispatchable load, Increment 
Bids, Decrement Bids, and bilateral transactions submitted to the Office of the Interconnection and 
scheduled in the Day-ahead Energy Market. Such prices shall be determined in accordance with the 
provisions of this Section applicable to the Day-ahead Energy Market and shall be the basis for 
purchases and sales of energy and Transmission Congestion Charges resulting from the Day-ahead 
Energy Market. This calculation shall be made for each hour in the Day-ahead Energy Market by 
applying a linear optimization method to minimize energy costs, given scheduled system 
conditions, scheduled transmission outages, and any transmission limitations that may exist. In 
performing this calculation, the Office of the Interconnection shall calculate the cost of serving an 
increment of load at each bus from each resource associated with an eligible energy offer as the sum 
of: (1) the price at which the Market Seller has offered to supply an additional increment of energy 
from the resource, and (2) the effect on transmission congestion costs (whether positive or negative) 
associated with increasing the output of the resource, based on the effect of increased generation 
from that resource on transmission line loadings. The energy offer or offers that can serve an 
increment of load at a bus at the lowest cost, calculated in this manner, shall determine the Day- 

ahead Price at that bus. 

2.7 Performance Evaluation. 

The Office of the Interconnection shall undertake an evaluation of the foregoing procedures 
for the determination of Locational Marginal Prices, as well as the procedures for determining and 
allocating g/,xcg-~21g!l.q.~T ransmission Rights and associated Transmission Congestion Charges 
and Credits, not less often than every two years, in accordance with the PJM Manuals. To the 
extent practical, the Office of the Interconnection shall retain all data needed to perform 
comparisons and other analyses of locational marginal pricing. The Office of the Interconnection 
shall report the results of its evaluation to the Market Participants, along with its recommendations, 
if any, for changes in the procedures. 

3. ACCOUNTING AND BILLING 

3.1 Introduction. 

This schedule sets forth the accounting and billing principles and procedtuv, s for the 
purchase and sale of services on the PJM Interchange Energy Market and for the operation of the 
PJM Control ~ and PJM West Region. 
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(b) The Transmission Congestion Charge shall be the total amount of energy specified 
in such energy schedules multiplied by the difference between a Loeational Marginal Price 
calculated by the Office of the Interconnection for the energy schedule source location specified in 
the NERC Interchange Distribution Calculator and a Locational Marginal Price calculated by the 
Office of the Interconnection for the energy schedule sink location specified in the NERC 
Interchange Distribution Calculator. Transmission Congestion Charges that are less than zero shall 
be set equal to zero for Transmission Loading Relief Customers. 

(c) The Office of the Interconnection will determine the Loeational Marginal Prices at 
the energy schedule source and sink locations external to PJM with reference to and based solely on 
the prices of energy in the PJM Region and at the interface buses between adjacent Control Areas 
and the area comprised of the PJM Region and the system conditions and actual power flow 
distributions as described by the PJM State Estimator program. The Office of the lnterconnection 
will determine the Ia3eational Marginal Prices at the external energy schedule source and sink 
locations and the resulting Congestion Charge based on the portion of the energy schedule that 
flows through the PJM Region as reflected by the flow distributions from the PJM State Estimator 

program. 

5.1.7 Total Transmission Congestion Charges. 

The total Transmission Congestion Charges collected by the Office of the 
Intercoonection each hour will be the aggregate net amounts determined as specified in this 
Schedule. The Office of the Interconnection shall collect Transmission Congestion Charges for 
each hour the transmission system operates under constrained conditions. 

5.2 Transmission Congestion Credit Calculation. 

5.2.1 Eligibility. 

(a) Except as provided in Section 5.2.103), each holder of a V, H t e d - ~  
Transmission Right shall receive as a Transmission Congestion Credit a proportional share of the 
total Transmission Congestion Charges collected for each constrained hour. 

(h) If a holder of a ~ F 4 s e d - T r a n s m i s s i o n  Right between specified 
delivery and receipt buses acquired the Fdlliln.~V-4x-ed-Transmission Right in a ~ F , i , x - e d  
Transmission Rights Auction (the procedures for which are set forth in Part 7 of this Schedule 1) 
and (i) had an Increment Bid and/or Decrement Bid that was accepted by the Office of the 
Interconnection for an applicable hour in the Day-ahead Energy Market for delivery or receipt at 
or near delivery or receipt buses of the ~ F ,  ia, ed-Transmission Right; and (ii) the result of 
the acceptance of such Increment Bid or Decrement Bid is that the difference in Iocational 
marginal prices in the Day-ahead Energy Market between such delivery and receipt buses is 
greater than the difference in Iocational marginal prices between such delivery and receipt buses 
in the Real-time Energy Market, then the Market Participant shall not receive any Transmission 
Congestion Credit, associated with such ~ U i - r ,  ed-Transmission Right in such hour, in 
excess of one divided by the number of hours in the applicable month multiplied by the amount 
that the Market Participant paid for the ~ F o ~ e d - - T r a n s m i s s i o n  Right in the 
~ T r a n s m i s s i o n  Rights Auction. 
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(c) For purposes of Section 5.2.1(b) a bus shall be considered at or near the 
~ F 4 - r , e ~ T r a n s m i s s i o n  Right delivery or receipt bus if seventy-five percent or more of the 
energy injected or withdrawn at that bus and which is withdrawn or injected at any other bus is 
reflected in the constrained path between the subject E i . l ~ F ' i - r ,  od-Transmission Right 
delivery and receipt buses that were acquired in the ~ T r a n s m i s s i o n  Rights 

Auction• 

5.2.2 ~ F 4 m m I - T r a n s m i ~ l o n  Righlat 

(a) Transmission Congestion Credits will be calculated based upon the 
~ T r a n s m i s s i o n  Rights held at the time of the constrained hour. Exceot as orovided in 
para+,raoh (e) below. Financial Transmission Ri~,hts shall be auctioned as set forth in Section 7. 

( b )  . . . . . .  - . . . . . . . . . . . . . .  
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T h e  . . . . . . . .  

value of :, Financial Transmission Ric, ht Oblimation is bused on the Financial Transmission Ri~-ht 

MW reservation and the difference between the Dav-ahead Price at the ooint of delivery and the 
noint of receiot of the Fil~ancial Transmission Right. The hourly economic value of a Financial 
Transmission Ri~,ht Oblioation is oositive (a benefit to the Financial Transmission Right holder) 
when the Day-ahead Price at the ooint of delivery is hi-oher than the Day-ahead Price at the ooint 
of receim. The hourly economic value of a Financial Transmission Ri~,ht Oblieation is ne~,ative 
(a liability to the holder) when the Day-ahead Price at the ooint of receint is hi*,her than the Day- 
ahead Price at the ooint of delivery. 

(c) The hourly economic value of a Financial Transmission Rio_ht Ootion is 
based on the Financial Transmission Ri-°ht MW reservation and the difference between the Day- 
ahead Price at the ooint of delivery and the ooint of receiot of the Financial Transmission Ri~,ht 
when that difference is positive. The hourly economic value of a Financial Transmission Ri_oht 
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ODtion is positive (U benefit to the Financial Transmission Rib,hi holder] when the Day-ahead 
Price at the r, oint of delivery is hi,her than the Day-ahead ~'ice at the ~oint of receiot. The 
]~ourlv economic value of a Financial Transmission Ri,2ht Ootion is zero (neither a benefit nor a 
liability to the holder) when the Day-ahead Price at the ooint of receipt is hio_her than the Dav- 
t~head Price at the noint of delivery. Ee.ch ,1-...........~...v..:~:'-- ,-,~ . . . . . . . . . . .  ,., ~ .  ..~ . .,,~.:":~"....= c_.--...... .t'-~"*~ ... . .^,,, .t'̂ ~'~.... 

• ° . ~  = . .  v ~  i 

P C : . , ' . : ~  C ~ . . . . . . . .  r ~ ^ n :  . . . . . . . .  ~ .  1, ~ .  . . . . . . . . . . . . . .  t . ;~m., ,  . . . . .  . , . . *  . ~  C ' - l " D . .  . . . . .  C . "  . . . . . . . . . . . . . . .  m. ~ . a , , ~ . . A . _  . . . . . . .  . ,  . . ~ ¢ ,  . D~ . .  . . . . . . . . . . . . . . . . . .  

co. ~ . 

(d) A ~ V 4 x . e d - T r a n s m i s s i o n  Right, or the right to Transmission 
Congestion Credits attributable to a ~ V 4 ~ e d - T r a n s m i s s i o n  Right, may be sold or 
otherwise transferred by agreement, subject to compliance with such procedures as may be 
established by the Office of the Interconnection for verification of the rights of the purchaser or 
transferee. 
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(¢) Financial Transmission Ri~,hts shall be allocated to each Firm 
Transmission Customer and Network Service U ~ r  in a new PJM zone in the manner saecified 
below. Such Financial Transmission Ril~hts shall remain in effect until the [firstl annual 
allocation of auction revenue fi~,hts to occur after the [rite_oration of such new PJM zone into the 

PJM interchanee enerev market. 

(i) Subiect to the orovisions of Section B of Attachment K of the PJM 
Tariff. by such deadline established bv th_e__Qffice of the Interconnect[on. 
each Network Service User in a new PJM zone shall desio_nate a subset of 
its Network Resources fo[ which Financial Transmission Ri,,hts will I~ 
ass[lined. Financial Transmission Ri~,hts shall be assi°-ned for each 
~l¢|work Resource in a number of me~,awatts eaual to or less than the 
installed caaacitv summer me,await  rat[no of each desiLmated Network 
Resource. determined at the new PJM zone transmission bus at which the 
desio_nated Network Resource is connected. Fatch Financial Transmission 
Riaht shall be to the a~,m'e~ate load busses of the Network Service User in 
a new PJM zone. The sum of each Network Service User's assio_ned 
Financial Transmission Ri~,hts for a Zone must be eoual to or less than the 
Nerwork Service User's oeak load for that Zone as determined under 
Section 34.2 of the Tariff. The sum of each Network Service User's 
Financial Transmission Ri~,hts for Non-Zone Network Load must be eoual 
to or less than the Network Service User's transmission resoonsibilitv for 
Non-Zone Network Load as determined under Section 34.2 of the Tariff. 

(ii) Each Transmission Customer receiving, firm Transmission Service 
shall be ass[cried Financial Transmission Ri-_hts: orovided, however, that a 
Transmission Customer may notify the Office of Interconnect[on that it 
does not wish to receive any FFRs or wishes to receive FIKs only for 
certain Point or Points of Receipt and Point or Points of Delivery. in which 
event no FTRs or such reduced amount of FTRs shall be issued to the 
Transmission Customer. The Financial Transmission Ri,,ht for each 
instance of Point-to-Point Transmission Service shall be a number of 
me,,awaits eaual to the me2awatts of firm service being, nrovided between 
I, I1 ¢ receiot and delivery ooints as to which the Transmission Customer has 
firm Pojnlkto-Point Transmission Service. 

(iiil All Financial Transmission Rib.his must be simultaneously 
feasible. If all Financial Transmission Rib, hi reouests made when Financial 
Transmission Ri~,hts are allocated for the new zone are not feasible then 
Financial Transmission Rights are ororated and allocated in Drooortion to 
the MW level reauested and in inverse orooortion to the effect on the 

bindin o _ constraints. 
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Allocatio 1 l ~ - ~ p f  i 5 2 .3  T a r g e t  n r.... ~I~. ...... i, • • Transm ~ion 

A targe~ allocation of Transmission Congestion Credits for each 
~ g _ n t i h '  hold•no_ a Financial Transmission Rio_ht shall be deAcrmined for each o f - - ~ - ~  
F4-xed-Transmission Rights. Each ~i~L[.F4-xed-Transmission Right shall be multiplied by the 

!~"..~: b':~. Day-ahead Price differences for the receiot and delivery ooinLs il.~ociated with thc 
Firl~,ncial Transmission Rir, ht. calculated as the La)cational Mareinal Price at the deliv~:T'v noint(s) 
mipus the LocationaL~ar~inal Pri¢~ at the receiot oointts). For the ourooses of calcuh, ina_ 
Transmission Con~,estion Credits. the Day-ahead Price of a Zone is calculated as the sum of the 
Oily-ahead Price of the buses that comarise the Zone multiolied by the oercent of annual r, eak 
load assi~_ned to ¢;ach node. When the FFR Tar,,et Allocation is oositive, the FIK. Tar~,et 
Allocation is a credit to the FTR holder. When the F['~ Taro_et Allocation is neo-ative, the i"-IK 
Tar,,et Allocation is a debit to the FTR holder if the FTR is a Financial Transmission Rieht 
()bli-,,ation. When the FTR Tar,,et Allocation is ne,_,ative, the FFR Taraet Allocation is set to zero 
if the FI'R is a Financial Transmission Riuht Ootion. The total target allocation for eae~Network 
Service Users and Transmission Customers for each hour ~ t h e  sum of the total--target 
allocations f o r - - e u e h - ~ o f  the Network Service User'-s' or Transmission Customers" 

~ g i - x - e d - T r a n s m i s s i o n  Rights. 

5.2 .4  ^ ~ ^ ,  A,^_~,:^_ r~. ,x,k^.u^,a~. . ,  [ ]Reserved l  

Cu " ~ ~ FL'-" 

dlf ~ * "~ ' ;  .................................. ~ .... 

5.2.5 Calculation of T r a n s m i s s i o n  C o n g e s t i o n  C r e d i t s .  

(a) The total of all the target allocations determined as specified above shall be 
compared to the total Transmission Congestion Charges in each hour resulting from both the Day- 
ahead Energy Market and the Real-time Energy Market. If the total of the target allocations is less 
than the total of the Transmission Congestion Charges, the Transmission Congestion Credit for 

• hall be equal t each I . . . . . . .  I. e^-.:..~, t . . . . . .  .4 1" . . . . .  :~:^.  r. . . . . . . . .  Idin~, an FTR s o its ............................... nmv ho 
target allocation. All remaining Transmission Congestion Charges shall be distributed as described 
below in Section 5.2.6 "Distribution of Excess Congestion Charges." 

Co) If the total of the target allocations is greater than the total Transmission 
Congestion Charges for the hour resulting from both the Day-ahead Energy Market and the Real- 
time Energy Market, each holder of ~ F 4 . x . e d - T r a n s m i s s i o n  Rights shall be assigned a share 
of the total Transmission Congestion Charges in proportion to its target allocations for Financial 
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Transmission Ri,,hts which have a t~ositive Tareet Allocation value. Financial Transmission Riohts 
which have a ncvative Taruet Allocation value are assim~ed the full Taroet Allocation value as a 
r~e,2-ative Transmission Coneestion Credit. 

5.2.6 Distribution of Excess Congestion Charges. 

(a) Excess Transmission Congestion Charges accumulated in a month shall be 
distributed to each holder of F~lls~llF,~lLU-"wa~-Transmissio n Rights in proportion to, but not more 
than, any deficiency in the share of Transmission Congestion Charges received by the holder during 
that month as compared to its total target allocations for the month. 

(b) After the excess Transmission Congestion Charge distribution described in 
Section 5.2.6(a) is performed, any excess Transmission Congestion Charges remaining at the end 
of a month shall be distributed to each holder of ~ ~ T r a n s m i s s i o n  Rights in 
proportion to, but not more than, any deficiency in the share of  Transmission Congestion Charges 
received by the holder during the current calendar year, including previously distributed excess 
Transmission Congestion Charges, as compared to its total target allocation for the calendar year. 
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(c) Any excess Transmission Congestion Charges remaining at the end of a 
calendar year shall be distributed to ?~ch holder of Auction Revenue Ri,z_hts in Drooortion to. but 
not more than. any Auction Revenue Ri,,ht deficiencies for that calendar year. After Auction 
Revenue Rieht deficiencies are satisfied, any remainin, excess Transmission Con,2_estion 
Charo_cs shall be distributed to Network Service Users and Transmission Customers purchasing 
]:irm Point-to-Point Transmission Service in proportion to their Demand Charges for Network 
Service and their charges for Reserved Capacity for Firm Point-to-Point Transmission Service. 

5_3 Unscheduled Transmission Service (Loop Flow). 
(a) When them are agreements between the Members (or the Office of the 

Interconnection on behalf of the Members) and others for compensation to be paid or received for 
unscheduled transmission service (loop flow) into or out of the area comprised of the PJM Region, 
the net compensation received shall be included in the total Transmission Congestion Charges that 
are distributed in accordance with Section 5.2. 

Co) With respect to payments by the Office of the Interconnection to the New 
York Power Pool for the installation and operation of phase angle regulating facilities at Ramapo to 
control or limit unscheduled transmission service (loop flow), each East Transmission Owner with 
revenue requirements under the PJM Tariff shall pay a share of the charges on a transmission 
revenue requirements ratio share basis. 

6. "MUST-RUN" FOR RELIABILITY GENERATION 

6.1 Introduction.  

The following procedures shall apply to any generation resource subject to the dispatch of 
the Office of the Interconnection that (a) is a generation resource for which construction 
commenced before July 9, 1996, and (b) as a result of transmission constraints, the Office of the 
Interconnection determines, in the exercise of Good Utility Practice, must he run in order to 
maintain the reliability of service in the PJM Region. The provisions of this Schedule shall 
otherwise apply to the scheduling, dispatch, operation and accounting treatment of such 
resources, to the extent not inconsistent with the provisions of this Section 6. 

6.2 Identification of Facility Outages.  

Not later than one hour prior to the deadline specified in Section 1.10.1 of this Schedule, 
the Office of the lnterconnection shall identify on the P.IM Open Access Same-Time Information 
System any facility outage or other system condition which it has determined may give rise to a 
transmission constraint that may require, in order to maintain system reliability, the dispatch of 
one or more generation resources that otherwise would not be dispatched based on the merits of 
their offers to the PJM Interchange Energy Market. 

6.3 Dispatch for Local Reliability. 

6.3.1 Request and Dispatch. 

In addition to the dispatch of generation by the Office of the lnterconnection to 
maintain reliability on transmission facilities monitored by it, a Member that owns or leases with 
rights equivalent to ownership local Transmission Facilities, as defined in this Agreement, the 
West Transmission Owners Agreement, or the East Transmission Owners 
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shall be capped at the levels specified below. If the Office of the Interconnection is able to do so, 
such prices shall be capped only during each hour when the transmission limit affects the 
schedule of the affected resource, and otherwise shall be capped for the entire Operating Day. 
The energy prices as capped shall be used to determine any Locational Marginal Price affected by 
the price of such resource. 

(b) The energy bid price offered by any generation resource requested to be 
dispatched in accordance with Section 6.3 of this Schedule shall be capped at the levels specified 
below. If the Office of the Interconnection is able to do so, such prices shall be capped only 
during each hour when the affected resource is so scheduled, and otherwise shall be capped for 
the entire Operating Day. The energy prices as capped shall be used to determine any Locational 
Marginal Price affected by the price of such resource. 

(c) Generation resources subject to a price cap shall be paid for energy at the 
applicable Locational Marginal Price. 

(d) Price caps shall not be applicable to generation resources used to relieve 
the Western, Central and Eastern reactive limits in the PJM Control Area. In addition, price caps 
shall not be applicable to generation resources used to relieve any other transmission limit as to 
which the FERC has authorized the use of market based rates. 

6.4.2 Level  

The price cap shall be one of the amounts specified below, as specified in advance 
by the market Seller for the affected unit: 

(i) The weighted average ~ o n a l  Marginal Price at the generation bus at 
which energy from the capped resource was delivered during a specified 
number of hours during which the resource was dispatched for energy in 
economic merit order, the specified number of hours to be determined by the 
Office of the Intercounection and to be a number of hours sufficient to result 
in a price cap that reflects reasonably contemporaneous competitive market 
conditions for that unit; 

(ii) The inen~mental operating cost of the gen~"ation resource as determined in 
accordance with Schedule 2 of this Agreement and the pJlVl Manuals, plus 
10% of such costs; or 

(iii) An amount determined by agreement between the Office of the 
Interconnection and the Market Seller. 

7. ~ k ~ , ~ I ~ t : I - X E D - T R A N S M I S S l O N  RIGHTS AUCTIONS 

7.1 Auctions of ~ F . l . x e d - T r a n s m l s s i o n  Rights. 

~,,llual and Pl2eriodic auctions to allow Market Participants to acquire or sell 
~ T r a n s m i s s i o n  Rights shall be conducted by the Office of the Interconnection in accordance 
with the provisions of this Section. 
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7.1.1 Auction Period and Scope of Auetion~ 

The period~ covered by tm-auction~ shall b e :  ~.1~ the one-year ncrh~d be~innin~ 
!,he month after the final round of the annual auction and (2~ the one-month period ~o,~-following 
the date that the ~ a u c t i o n  is conducted. With the exceotion of FTR,~ ~llocated nursuant to 
~¢tion 5.2.2 (e) of this Schedule. in the annual auction, the Office t ff t, lle lnterconnection shall 
offer for sale the entire Financial Transmission Rights canabilitv for the year in four rounds with 
25 oerqent of lhg capability offered in each round. In the monthly auction. --1:[he Office of the 
lnterconnection shall offer for sale in the auction any remaining ~dKiLq,Cd~lLFA-x-ed-Transmission 
Rights capability for the month after taking into account all of the ~ ~ - e d - - T r a n s m i s s i o n  
Rights already outstanding at the time of the auction. In addition, any holder of a ~ x - e d  
Transmission Right for the period covered by an auction may offer such ~ F - 4 , x - e d  
Transmission Right for sale in such auction. On-Peak. off-oeak lInd 24-hour F'[~.~ will be 
9ffered in the annual and monthly auctions. FTRs will be offered a,,; Financial Transmission 
Rio_hi Oblioations 14nd Financial Transmission Right Ootions. t : , . ~ u  . . . . .  t . ,  . . . . . . .  ; . . . . .  : ,  . . . . .  : ,  

= ; ~ . l  1- . . . . . . .  ; ~ : _ .  [ , ; .h.~ Market  Participants may b id  fo r  and acquire any number  o f  

~ P i - x . e d - - T r a n s m i s s i o n  Rights, provided that all ~ K 4 , e d - - T r a n s m i s s i o n  Rights 
awarded are simultaneously feasible with each other and with all ~ F i r a ~ T r a n s m i s s i o n  
Rights outstanding at the time of the auction and not sold into the a u c t i o n . ~  
~elf-schedule an FTR on |he same hath in the /~nnual FTR Auction accordin~ to the rules 
described il~ the PJM Manuals. 

7.1.2 Frequency and Time orAuction~ 

Annual Financial Transmission Ri~.hts auctions shall offer the entire FTR 
~:atmbilitv of the PJM system in four rounds with 25 oercent of the capability offered in each 
round. Each round shall be conducted over five business days bv such timeline established bv 
the Office of the Interconnection. Each round shall beoin with the bid and offer oeriod ooenin~, 
t, he first day at 12:00 midnioht (Eastern Prevailino_ Timel and closing, the third day at 5:00 n.m. 
(Eastern Prevailing, Time). Monthly Financial ~x-ed-Transmission Rights auctions shall be held 
~mO#y. The bid and offer period shall open at 12:00 midnight (Eastern Prevailing Time) on the 
thirtcenth (13lh) fif:cc.n:h ('.~:h) business day preceding the month for which ~ P i , x - o d  
Transmission Rights are being auctioned and shall close at 5:00 PM 12:~) --:'~':"~"....--.-e..-, rEaatem 
Prevailing Time) on the tenth (10th) business day preceding the month for which ~ F 4 , x - e d  
Transmission Rights are being auctioned. 

7.1.3 Duration of  ~ F i . ~ e d - T r a n s m i s s i o n  Rights. 

Each ~ ~ T r a n s m i s s i o n  Right acquired in a ~ F i , , t - o d  
Transmission Rights auction shall entitle the holder to credits of Transmission Congestion 
Charges for the one-month-period Lhat was soecified in the eorres~ondin,, auction.f~r ,:..h!ch :he 

7.2 Fin~eia[Fi,/ ,ed-Transmlssion Rights Characteristics. 

7.2.1 Reeanflguration of ~ T r a n s m l s s l a n  Rights. 

Through an appropriate linear programming model, the Office of the 
lntereonnection shall reconfigure the [j.n~'~;dRLFi-,x-od-Transmission Rights offered or otherwise 
available 
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for sale in any auction to maximize the value to the bidders of  the ~lli!Sf.j~Fia, ed-Transmission 
Rights sold, provided that any ~llg!Rf~F'i-~ed-Transmission Rights acquired at auction shall be 
simultaneously feasible in combination with those ~ F , i . x . e d - - T r a n s m i s s i o n  Rights 
outstanding at the time of the auction and not sold in the auction. The linear programming model 
shall, while respecting transmission constraints and the maximum MW quantities of the bids and 
offers, select the set of simultaneously feasible ~ g l . ? d ~ T r a n s m i s s i o n  Rights with the 
highest net total auction value as determined by the bids of buyers and taking into account the 

reservation prices of the sellers. 

7.2.2 Specified geses[~eceint and Delivery Points. 

Auction bids for annual Financial Transmission Rights Obligations may s~c i fv  as 
receim and delivery noints any combination of hubs. Zones. a~,eregates. ~,enerators. and interface 
buses, Auction bids for annual Financial Transmission Ri~,hts Ontions may soecifv as receint and 
delivery ooints such combination of hubs. Zones. a~_~re_aates. ~enerators. and interface buses as 
the Office of the lnterconnection shall allow from time to time as set forth in its FTR I~usiness 
manual. Auction bids for monthlv Financial Fi-x~d-Transmission Rights may specify any 
combination of receipt and delivery buses represented in the State Estimator model for which the 
Office of the Interconnection calculates and posts Locational Marginal Prices. Auction bids may 
specify receipt and delivery points from locations outside of the PJM Region to locations inside 
such region, from locations within the PJM Region to locations outside such region, or to and 
from locations within the PJM Region. 
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7.2.3 Transmiss ion  Congestion Charges.  

~i&W,=L~F4,xed-Transmission Rights ~ , ~  . . . . . . . . .  :--., . . . . . . .  " ^ -  v" ~ . . . . . . . . . . .  
shall entitle holders thereof to credits only for Transmission Congestion Charges. and shall not 
confer a right to credits for payments arising from or relating to transmission congestion made to 
any entity other than the Office of the Interconnection. 

7.3 Auct ion Procedures.  

7.3.1 Role  o f  the Office o f  the lnterconnsct lon.  

~ F 4 - x , ~ 4 - T r a n s m i s s i o n  Rights auctions shall be conducted by the Office of  
the Interconnection in accordance with standards and procedures set forth in the PJM Manuals, 
such standards and procedures to be consistent with the requirements of this Schedule. 

7.3.2 Notice of  Offer. 

A holder of a ~ F 4 r ,  e6-Transmission Right wishing to offer the 
F-4-K.ed-Transmission Right for sale shall notify the Office of the Interconnection of any 
~ T r a n s m i s s i o n  Rights to be offered. Each ~ F i - ~ J - T r a n s m i s s i o n  Right sold in an 
auction shall, at the end of the period for which the ~ ~ T r a n s m i s s i o n  Rights were 
auctioned, revert to the offering holder or the entity to which the offering holder has transferred 
such ~ F i - r ,  ed--Transmission Right, subject to the term of the ~ F = , i - ~ e d  
Transmission Right itself and to the right of such holder or transferee to offer the ~ F i - x e d  
Transmission Right in the next or any subsequent auction during the term of the ~ F i , ~ e d  
Transmission Right. 

7.3.3 Pending  Appl icat ions  for  Firm Service. 

(a) n.~^. to '~- ""'~ cf  ..... =" ...... ;~. ~.:a.;: . . . .  .,~a ,~.o ,-,or.._ ac ,L.o 

gp~ " : . I I  : g - ' ~ - : i [  t ~ . ; v a :  | T . . . . . .  . . ~ .  ; . . . : ~ _ . . . .  • D : . . K ¢ . o  Sty.  , = , . r  . . . .  A o l ~ o | l  ~ .  i . ~ l . . . 4 - - . !  ,~ ,  • . . . . . . . . . . . . . . . . . . . . . .  

f~,7, . . . . . .  • . . . .  ~ . . . . . . . . . . . .  j . . . . . . . . . .  

(b) ~ F i , e d - - T r a n s m i s s i o n  Rights may be assigned to entities 
requesting Network Transmission Service or Firm Point-to-Point Transmission Service ou~uant 
D..~.~;~m )..21 ~¢=).~only if such ~ F 4 ~ e 4 - T r a n s m i s s i o n  Rights am simultaneously feasible 
with all outstanding ~ F 4 . x ~ d - - T r a n s m i s s i o n  Rights, including ~ F i - r ,  ed 
Transmission Rights effective for the than-current auction period. If an assignment of 
~ T r a n s m i s s i o n  Rights pursuant to a pending application for Network Transmission Service 
or Firm Point-to-Point Transmission Service cannot be completed prior to an auction, 
Fi-r, ed-Transmission Rights attributable to such transmission service shall not be assigned for the 
tben-curmnt auction period. If a ~f~!.q=RILF4-x~d-Transmission Right cannot be assigned for this 
reason, the applicant may withdraw its application, or request that the ~ F i - x ~  
Transmission Right be assigned effective with the start of the next auction period. 
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7.3.4 On-Peak and Off-Peak Periods. 

On-neak. off-neak and 24-hour FFRs will be offed~ iP the annual and monthly 

pc-'-':- . . . . . .  ._a ^,-c . . . .  r . . . .  t. ,--'~-a~ . . . . . . .  On-Peak ~ ~ , e d - T r a n s m i s s i o n  Rights shall cover the periods 
from 7:00 a.m. up to the hour ending at 11:00 p.m. on Mondays through Fridays, except holidays 
as defined in the P.IM Manuals. Off-Peak ~ g , i - s e d - T r a n s m i s s i o n  Rights shall cover the 
periods from 11:00 p.m. up to the hour ending 7:00 a.m. on Mondays through Fridays and all 
hours on Saturdays, Sundays, and holidays as defined in the PJM Manuals. TI1¢ ~4-hour oeriod 
~hall cover the oeriod from hour ending 1:00 a.m. to the hour endin~ 12:00 midnio_ht on all days, 
Each bid shall specify whether it is for an on-peak a or-off-peak r ~ K . ~  period. 

7.3.5 Offers and Bids. 

(a) Offers to sell and bids to purchase ~ F 4 ~ e d - T r a n s m i s s i o n  Rights 
shall be submitted during the period set forth in Section 7.1.2, and shall be in the form specified 
by the Office of the Interconnection in accordance with the requirements set forth below. 

(b) Offers to sell shall identify the specific ~ F ,  gs~-Transmission 
Right, by megawatt quantity and receipt and delivery points, offered for sale. An offer to sell a 
specified megawatt quantity of ~.~g0£i~F4~,eg-Transmission Rights shall constitute an offer to 
sell a quantity of ~llgW~F4-x-e&Transmission Rights equal to or less than the specified quantity. 
An offer to sell may not specify a minimum quantity being offered. Each offer may specify a 

reservation price, below which the offeror does not wish to sell the ~ F ~ , t e ~ T r a n s m i s s i o n  
Right. Offers submitted by entities holding rights to ~ F 4 ~ T r a n s m i s s i o n  Rights 

: PcL- . :  pc:~, T . . . . .  :o~:^- c~--.:..~ .~hall be subject to such reasonable Scr-'~c.c or F.,,"m :o . . . . . . . . . . . . . . . . . . . . . . . . . . .  
standards for the verification of the rights of the offeror as may be established by the Office of 
the Intcrconnection. Offers shall be subject to such reasonable standards for the croditworthiness 
of the offer or for the posting of security for performance as the Office of the Interconnection 
shall establish. 

(c) Bids to purchase shall specify the megawatt quantity, price per megawatt, 
and receipt and delivery points of the Ei~011.ti~F4*ed-Transmission Right that the bidder wishes 
to purchase. A bid to purchase a specified mogawatt quantity of ~liLW, J ~ r ,  ed-Transmission 
Rights shall constitute a bid to purchase a quantity of ~lli~LitLFi,se~Transmission Rights equal 
to or less than the specified quantity. A bid to purchase may not specify a minimum quantity that 
the bidder wishes to purchase. A bid may specify as-receipt or-and delivery points in accordance 

f ..:~ c-~..a•.,, d ay i elude 
~ , s e d - T r a n s m i s s i o n  Rights for which the associated Transmission Congestion Credits 
may have negative values. Bids shall be subject to such reasonable standards for the 
creditworthiness of the bidder or for the posting of security for performance as the Office of the 
Interconnection shall establish. 

(d) Bids and offers shall be specified to the nearest tenth of a mcgawatt and 

shall be greater than zero. 
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7.3.6 Determination of Winning Bids and Clearing Price. 

(a) At the close of the--edl.g~bidding p e r i o d ~ ,  the Office of the 
Interconnection will create a base ~ ~ T r a n s m i s s i o n  Rights power flow model that 
includes all outstanding F~i~Lqgiit~ F v ~ T r a n s m i s s i o n  Rights that have been approved and 
confirmed for any portion of the month for which the auction was conducted and that were not 
offered for sale in the auction• The base ~ F i - x ~ d - T r a n s m i s s i o n  Rights model also will 
include estimated uncompensated parallel flows into each interface point of the PJM Control 
Area and estimated scheduled transmission outages. 

(b) In accordance with the requirements of Section 7.4.5 of this Schedule and 
subject to all applicable transmission constraints and reliability requirements, the Office of the 
Interconnection shall determine the simultaneous feasibility of all outstanding ~ F i - s o d  
Transmission Rights not offered for sale in the auction and of all ~ g i - s e d - T r a n s m i s s i o n  
Rights that could be awarded in the auction for which bids were submitted. The winning bids 
shall be determined from an appropriate linear programming model that, while respecting 
transmission constraints and the maximum MW quantities of the bids and offers, selects the set 
of simultaneously feasible ~ F i - n - o d - T r a n s m i s s i o n  Rights with the highest net total auction 
value as determined by the bids of buyers and taking into account the reservation prices of the 
sellers. In the event that there are two or more identical bids for the selected ~ F 4 - r ~ d  ] 
Transmission Rights and there are insufficient ~ ~ T r a n s m i s s i o n  Rights to I 
accommodate all of the identical bids, then each such bidder will receive a pro rata share of the 
~ F t x - e d - T r a n s m i s s i o n  Rights that can be awarded. I 

(c) ~ F 4 , * ~ T r a n s m i s s i o n  Rights shall be sold at the market-clearing 
price for ~ ~ T r a n s m i s s i o n  Rights between specified pairs of receipt and delivery 
points, as determined by the bid value of the marginal ~ F i - s o d - - T r s n s m i s s i o n  Right that 
could not be awarded because it would not be simultaneously feasible. The linear programming 
model shall determine the clearing prices of all ~ ~ T r a n s m i s s i o n  Rights paths based 
on the bid value of the marginal l:~2g!lgi/lL 'Fo*od-Transmission Rights, which are those 
F4-x-ed-Transmission Rights with the highest bid values that could not be awarded fully because 
they were not simultaneously feasible, and based on the flow sensitivities of each ~ ~  
Transmission Rights path relative to the marginal ~ F 4 - n - o d - T r a n s m i s s i o n  Rights paths 
flow sensitivities on the binding transmission constraints. 

7.3.7 Announcement of Winners and Pricea. 

Within two (2) business days after the close of an monthly auction; 
auction round, the Office of the Int~rconnection shall post the winning bidders, the megawatt 
quantity, and the receipt and delivery points for each ~ F i - s e d - T r a n s m i s s i o n  Right 
awarded in the auction and the price at which each ~ F i - s o d - - T r a n s m i s s i o n  Right was 

Office of the lnterconnection shall not disclose the price specified in any bid to purchase or the 
reservation price specified in any offer to sell. 

7.3.8 Auction Settlements. 

All buyers and sellers of ~ ~ T r a n s m i s s i o n  Rights between the same [ 
points of receipt and delivery shall pay or be paid the market-clearing price, as determined in the 
auction, for such ~ ~ T r a n s m i s s i o n  Rights. 
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7.:1&9 Allocation of Auction Revenues. 

(a) A ~ - - ~ a u e t i o n  revenues, net of payments to entities 
selling ~ U - 4 ~ e d - T r a n s m i s s i o n  Rights into the auction, shall be allocated among 
Auction Revenue Ri,hts . . . . . . . . . . . . . . . . . . . .  .......................................... ~ • .. 
proportion to, bt3t not more than. the Taro_et Allocation of Auction Revenue Riehts Credits for 

(~) Auction Revenue Rio_Ms Credits will be calculated based uoon the clearin,, 

price results of the anolicablc Annual Financial Transmission Riehts auction. 

7.4.2 Auction Revenue Ri~ht~. 

(i0 For the vear 2003/2004 olannin,2- oeriod, the followin,2 Auction Revenue 
Ri_ohts allocation r)rocedurc shall aoolv. Each Network Service User may reuuest a subset of its 
Network Resources for which available Auction Revenue Riohts shall be allocated. Auction 
Revenue Ri~,hts shall be allocated for each Network Resource in a number of meoawatts eoual to 
9r less than installed caoacitv summer meeawatt ratine of each desienated Network Resom~ce. 
~Jetermined at the P.IM Control Area or PJM West Remon transmission bus at which the 
~l~sienated Network Resource is connected. Each Auction Revenue Ri,,ht shall bc to the 
aeere~atc load busses of the Network Service User in a Zone or. with resnect to Non-Zone 
Network Load. to the border of the area comnrised of the PJM West Remon and PJM Control 
Area. The sum of each Network Service User's allocated Auction Revenue Ri~,hts for a Zone 
must be eoual to or less than the Network Service User's r, eak load for that Zone as detcrmined 
under Section 34-.1 of the Tariff. The sum of each Network Service User's Auction Revenue 
Rights for Non-Zone Network Load must be euual to or less than the Network Service User's 
transmission resnonsibilitv for Non-Zone Network Load as determined under Section 34. I of the 

{~) Subseuuent to the 2003/2004 nlannine oeriod the followimz Auction 
~evenue Ri~,hts allocation orocedure shall aoDIv. On an annual basis by such deadline 
established by the Office of the Interconnection. each Network Service User shall desio_nate a 
subset of buses from which Auction Revenue Rio_hts will be sourced. Valid Auction Revenue 
Riehts source buses include onlv zones, eenerators, hubs and external interface buses. The 
Network Service User shall soecifv the amount of Auction Revenue Riehts reGuested from each 
source bus. Each Auction Rcvenue Rieht shall be sinked to the aeo_re,2_ate load busses of the 
Network Service User in a Zone or. with resoect to Non-Zone Network Load. to the border of the 
area comorised of the PJM West Reo_ion and PJM Control Area. The sum of each Network 
Service User's allocated Auction Revenue Riehts for a Zone must be eoual to or less than the 
Network Service User's neak load for that Zone as determined under Section 34.1 of the Tarift. 
The sum of each Network Service User's Auction Revenue Ri,,hts for Non-Zone Network Load 
must be eoual to or less than the Network Service User's transmission resoonsibilitv for Non- 
Zone Network Load as determined under Section 34.1 of the Tariff. The allocation of Auction 
Revenue Ri,,hts shall be oct'formed in four stm, es. with 25 oercent of the system Auction 

Revenue Rio_ht.s canability allocated in each staee. 
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(q) On a daily basis within the annual Financial Transmission Riehts auction 
oeriod, a Drooortionate share of Network Service U~r ' s  Auction Revenue Rio-hts for each Zone 
are reallocated as Network Load chano_es from one Network Service User to another within that 

Zone.  

(4) Each Transmission Customer receivin~ firm Point-to-Poilll~ Transmission 
Service shall soecifv whether it w.ishe,s tO receive: Auction Revenue Rio-hts. The Auction Revenue 
Rio-ht for each instance of Point-to-Point Transmission Service shall be a number of me~,awalts 
e~lual_lo the me-_~watts of firm ~rvice being orovided between the receint and delivery r, oints ~ to 
which the Transmission Customer has firm Point-to-Point Transmission Service. 

(e) &ll Auction Revenue Rio-hts must ~ simultaneously feasible. If all 
Au~i_Qn Revenue Rio-ht reauests made durin,-, the annual allocation orocess are not feasible then 
Auction Revenug.Ri~,hts are nrorated and allocated in nrooortion to the MW level reauested and 
in inverse orormrtion to the effect on the bindino- constraints. 

7.4_~ Target Allocation of Auction Revenue RipJtt Credits. 

A tar~,et allocation of Auction Revenue Ri,ht Credits for each entity holdino- an Auction 
Revenue Rio-ht sh~l]] be determined for each Auction Revenue Rio-ht. After each roun 0 of the 
i~nnual Financial Transmission Rieht Auction. each AuctiqTI Revenue Ri,,ht shall be divided by 
four and multiplied by the orice differences for the reeeiot and delivery noints associated with the 
-Auction Revenue Rio_hi. calculated &s the Locational Marginal Price at the deliver~ rmintsfs/ 
Lninus the Locational Mar~,inal Price at the receiot oointtsk where the r~rice for the receint and 
~leliverv tmint is determined bv the clearine orices 9f each round of the annual Financial 
Transmission Rio-ht auction. The daily total taro-et allocation for an entity holdino the Auction 
Revenue Rio_hts shall be the sum of the daily taro-et allocations associated with all of the entitv's 

Auction Revenue Rights. 

7,4.4 Calculation of Auction Revenue Right Credits. 

(i0 Each day. the total of all the daily tarmet allocations determined as 
§oecified above in section 7.4.3 nlus any additional Auction Revenue Riohts tarmet allocations 
aonlieable for th+~ 4av shall be comt~ared to the total revenues of the monthly Financial 
Transmission Rio_hts auction (divided by the number of days in the month/nlus the total revenues 
9f the annual Financial Transmission Rio-hts +uction t'divided by the number of days in the 
t~lanninm oeriod). If the total of the tar_net allocations is less than the total auction revenues, the 
Auction Revenue Rio-ht Credit for each entity holdin- an Auction Revenue Ri~,ht shall be eaual 
to its taro-et allocation. All remainino- funds shall be distributed as Excess Conr,estion Char-es 

nursuant to Section 5.2.5. 
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{~) If the total of the tareet allocations is creater than the total 9uction 
revenues, each holder of Auction Revenue Ri~,hts shall be assi~_ned a share of the total auction 
levenues in t~rooortion to its Auction Revenue Ri~_hts tareet allocations for Auction Revenue 
I~i,,hts which have a oositive Tareet Allocation value. Auction Revenue Ri~-hts which have a 
neo_ative Tar_aet Allocation value are assio_.ned the full Taro_et Allocation value as a ne,,ative 
Auction Revenue Ri~_ht Credit. 

7.4~. Simultaneous Feasibility. 

The Office of the Interconnection shall make the simultaneous feasibility determinations 
specified herein using appropriate powerflow models of contingency-constrained dispatch. Such 
determinations shall take into account outages of both individual generation units and 
transmission facilities and shall be based on reasonable assumptions about the configuration and 
availability of transmission capability during the period covered by the auction that are not 
inconsistent with the determination of the deliverability of Capacity Resources under the 
Reliability Assurance Agreement or the deliverability of Available Capacity Resources under the 
Reliability Assurance Agreement-West. The goal of the simultaneous feasibility determination 
shall be to ensure that there are sufficient revenues from Transmission Congestion Charges to 
satisfy all ~ F , i - r , - e d - T r a n s m i s s i o n  Rights obligations for the auction period under expected 
conditions ~11~1 to enstlrf that there are sufficient revenues from the annual Financial 
Transmission Ri-oht Auction to satisfy all Auction Revenue Riehts obli~,ations. 

8. INTERREGIONAL TRANSMISSION CONGESTION MANAGEMENT 
PILOT PROGRAM 

8.1 Introduction. 

The following procedures shall govern the redispatch of generation to alleviate 
transmission congestion on selected pathways on the transmission systems operated by the Office 
of the Interconneetion and the New York ISO ("NYISO"). The procedures shall be used solely 
when, in the exercise of Good Utility Practice, the Office of the lnterconnection or NYISO 
determines that the redispateh of generation units on the other's transmission system would 
reduce or eliminate the need to resort to Transmission Loading Relief or other transmission- 
related emergency procedures. 

8.2 Identification of Transmission Constraints. 

(a) On a periodic basis determined by the Office of the Interconnection and NYISO, 
the Office of the Interconnection and NYISO shall identify potential transmission operating 
constraints that could result in the need to use Transmission Loading Relief or other emergency 
procedures in order to alleviate the transmission constraints, the need for which could be reduced 
or eliminated by the redispateh of generation on the other's system. 

(b) In addition to the identification of such potential transmission operating 
constraints, the Office of the Intereonnection and NYISO shall identify generation units on the 
other's system, the redispatch of which would alleviate the identified transmission constraints. 
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5.5 Relationship of Capacity Credits to Capacity Obligations Imposed under the 
Reliability Assurance AgreemenL 

A megawatt of Capacity Credit shall satisfy a megawatt of capacity obligation imposed 
under the Reliability Assurance Agreement. Capacity Credits purchased from a PJM Capacity 
Credit Market shall not be adjusted for forced outages or other reasons. Because Capacity 
Credits are based on Capacity Resources, no further capability or deliverability demonstrations 
beyond those for the related Capacity Resource shall be required. 

5.6 Deficiency Charges. 

If the Office of the Interconnection determines that the first Market Seller in a PJM 
Capacity Credit Market of a Capacity Credit did not have sufficient Unforced Capacity to support 
the Capacity Credit transaction at the time for which the Capacity Credit was applicable, any 
such deficiency shall be satisfied through payment of deficiency charges by such first Market 
Seller calculated as specified in the Reliability Assurance Agreement. Any amounts collected 
from such deficiency charges shall be distributed in accordance with the Reliability Assurance 
Agreement. 

5.7 ~ ~ T r a n s m b s i o n  Rights. 

Acquisition of a Capacity Credit shall not entitle the bolder to a U 4 , , ~ L ~  
Transmission Right. 

5.8 Confidentiality. 

The following information submitted to the Office of the Interconnection in connection 
with any P~M Capacity Credit Market shall be deemed confidential information for purposes of 
Section 18.17 of the Agreement: (i) the terms and conditions of all Sell Offers and Buy Bids; 
and (ii) the terms and conditions of any bilateral transactions for capacity or Capacity Credits. 

6. OPERATION OF THE PJM CAPACITY CREDIT MARKETS 

6.1 Content of Sell Offers. 

6.1.1 Specifications. 

Sell Offers shall specify: 

i) The quantity of Capacity Credits offered, in increments of 0.1 megawatt; 

ii) The minimum price, in dollars and cents per megawatt per day, that will be 
accepted by the seller;, 

iii) For a PJM Dally Capacity Credit Market, the dates on which the offered 
Capacity Credits may be used; and 

iv) For a PJM Monthly Capacity Credit Market, the month or months for 
which the offered Capacity Credits may be used. 
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5.7 U - 4 x ~ - ~ T r a n s m i s s i o n  RiOts .  

Acquisition of an Available Capacity Credit shall not entitle the holder to a F4x-ed 
F~D.~£i~Transmission Right. 

5.8 Confidentiality. 

The following information submitted to the Office of the Interconnection in connection 
with any PJM West Available Capacity Credit Market shall be deemed confidential information 
for purposes of Section 18.17 of the Agreement" (i) the terms and conditions of all Sell Offers 
and Buy Bids; and (ii) the terms and conditions of any bilateral transactions for capacity or 
Available Capacity Credits. 

6. OPERATION OF THE PJM WEST AVAILABLE CAPACITY CREDIT 
MARKETS 

6.1 Content of Sell Offers. 

6.1.1 Specifications. 

Sell Offers shall specify. 

i) The quantity of Available Capacity Credits offered, in increments of 0.1 
megawatt; 

ii) The minimum price, in dollars and cents per megawatt per day, that will be 
accepted by the seller;, 

iii) For a PJM West Monthly Available Capacity Credit Market, the month or 
months for which the offered Available Capacity Credits may be used. 

6.1.2 Marke t -bas~  Offers. 

A Market Seller that is authorized by FERC to sell electric generating capacity at 
market-based prices, or that is not required to have such authorization, may submit Sell Offers to 
PJM West Available Capacity Credit Markets that specify market-based prices. 

6.1.3 Availability of Available Capacity Credits for Sale. 

i) The Office of the Interconnection shall determine the maximum 
megawatts of Available Capacity Credits each Market Seller may offer in a 
PJM West Available Capacity Credit Market, through verification of the 
availability of megawatts of capacity from: (a) Available Capacity 
Resources owned by or under contract to the Market Seller;, (b) rights 
obtained in bilateral transactions; (c) the results of prior PJM West 
Available Capacity Credit Markets; and (d) such other information as may 
be available to the Office of the Interconnection. The Office of the 
Interconnection may reject Sell Offers or portions of Sell Offers for 
Available Capacity Credits determined by it not to be available for sale. 
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UNITED STATES OF AMERICA 
B E F O R E  T H E  

FEDERAL ENERGY REGULATORY COMMISSION 

P J M  I n t e r c o n n e c t i o n ,  L . L . C .  ) D o c k e t  No .  E R 0 3 -  

NOTICE OF FILING 

Take notice that on January 10, 2003, PJM lnterconnection, L.L.C. ("PJM"), submitted 
for filing amendments to the PJM Open Access Transmission Tariff and the Amended and 
Restated Operating Agreement of PJM Interconnection, L.LC. to establish a new annual auction 
process for Financial Transmission Rights (formerly Fixed Transmission Rights) and an 
allocation mechanism for the auction revenues. 

PJM requests an effective date of  March 12, 2003 for the amendments. 

Copies of this filing were served upon all PJM members and each state electric utility 
regulatory commission in the PJM control area and PJM West region. 

Any person desiring to intervene or to protest this filing should file with the Federal 
Energy Regulatory Commission, 888 First Street, N.E., Washington, D.C. 20426, in accordance 
with Rules 211 and 214 of the Commission's Rules of Practice and Procedure (18 C.F.R. 
385.211 and 385.214). Protests will be considered by the Commission in determining the 
appropriate action to be taken, but will not serve to make protestants parties to the proceeding. 
Any person wishing to become a party must file a motion to intervene. All such motions or 
protests should be filed on or before the comment date, and, to the extent applicable, must be 
served on the applicant and on any other person designated on the official service list. This filing 
is available for review at the Commission or may be viewed on the Commission's  web site at 
http://www.ferc.gov, using the "FERRIS" link. Enter the docket number excluding the last three 
digits in the docket number filed to access the document. For assistance, contact FERC Online 
Support at FERCOnlineSupport@ ferc.gov or toll-free at (866) 208-3676, or for TI'Y, contact 
(202) 502-8659. Protests and interventions may be filed electronically via the Intemet in lieu of 
paper; see 18 C.F.R. 385.2001(aXl)(iii) and the instructions on the Commission's  web site under 
the "e-Filing" link. The Commission strongly encourages electronic filings. 
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