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Dear Ms. Cashell: 

On December 31, 1996, in Docket Nos. OA97-261-000 and ER97-1082-000, the 
member companies of the Pennsylvania-New Jersey-Maryland Interconnection (PJM Pool) 
made a compliance filing to implement the requirements of Order No. 888 for "tight" power 
pools. In that filing, the PJM member companies committed to make a subsequent filing, 
following further negotiations with stakeholders, to put in place an Independent System 
Operator (ISO) for the PJM Pool. The instant filing is made by the PJM Supporting 
Companies!! pursuant to Sections 203 and 205 of the Federal Power Act to fulfill that prior 
commitment. 

In developing this filing, the Supporting Companies worked with a large group of 
interested stakeholders in an effort to obtain as much consensus as possible. While complete 
consensus could not be achieved, two major independent power producers, U.S. Generating 

l' Atlantic City Electric Company. Baltimore Gas and Electric Company. Delmarva 
Power & Light Company. Jersey Central Power & Light Company, Metropolitan Edison 
Company. Pennsylvania Electric Company (the immediately preceding three utilities being 
subsidiaries of GPU. Inc.). Pennsylvania Power & Light Company. Potomac Electric Power 
Company and Public Service Electric and Gas Company. 
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Company and Cogen Technologies N.J. Venture, and two major power marketers, 
PanEnergy Trading and Market Services, L.L.C. and Citizens Lehman Power, L.P. (now 
Citizens Power L.L.C.), have authorized the Supporting Companies to advise the 
Commission that they are generally supportive of this proposal, subject to their review of the 
final package as filed. Each party has reservations about certain provisions and may offer 
comments on or propose alternative treatment of these provisions in separate pleadings. For 
example, Citizens continues to have questions about the use of loeational marginal pricing. 
In addition, Allegheny Electric Cooperative, Inc. has indicated to the Supporting Companies 
that this filing is, in its opinion, preferable to the principal alternatives presented during the 
stakeholder process and will advise the Commission of its remaining reservations in a 
separate pleading. 

The Supporting Companies are submitting the following documents pursuant to 
Section 205 of the Federal Power Act and 18 C.F.R. § 35.13 (1997): 

1. Amended and Restated Operating Agreement of PJM Interconnection, L.L.c., 
dated as of June 2, 1997 (Operating Agreement); 

2. Transmission Owners Agreement dated as of June 2, 1997 (Transmission 
Owners Agreement); 

3. PJM Open Access Transmission Tariff (PJM Tariff); and 

4. Reliability Assurance Agreement Among Load Serving Entities in the PJM 
Control Area dated as of June 2, 1997 (Reliability Assurance Agreement). 

Attachment A hereto is a complete list of the documents provided. Nothing in this filing is 
intended to modify any existing contracts between the Supporting Companies and any other 
parties. 

I. Objectives of the Instant Filing 

The December 31 compliance filing, which was accepted by the Commission by 
Order dated February 28, 1997,J! included (i) changes in the PlM Interconnection 
Agreement to facilitate the participation of all market participants on a non-discriminatory 
basis, and (ii) the PlM Open Access Transmission Tariff (PJM Tariff), under which all of 
the public utilities in the PJM control area offered access to their transmission facilities under 

., Mid-Continent Area Power Pool, 78 FERC 161,203 (1997) (February 28 Order). 
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non-pancaked rates and on tenns that tracked the Commission's pro fonna tariff. On 
April 1, 1997, a filing was made to further modify the PJM Interconnection Agreement, 
converting it into an Operating Agreement for a limited liability company (PJM 
Interconnection, L. L. C.) in order to pennit an independent board of directors to exercise 
oversight over the day-to-day operations of the PJM Pool. 

This filing builds on the December 31 and April 1 filings, making only those 
additional changes necessary to accomplish the following objectives: 

1. Establish an ISO That Satisfies the Commission's Principles. Although the 
December 31 and April 1 filings provided for expanded participation in the PJM Pool and 
enhanced the independence of the PJM Pool's operator, fonnerly known as the PJM 
Interconnection Association Office, those filings did not purport to establish an ISO. This 
filing modifies the governance provisions of the Operating Agreement to ensure that the 
Office of the Interconnection, subject to the oversight of an independent PJM Board of 
Managers (PJM Board), will independently administer the day-to-day operations of the PJM 
Pool, satisfying the Commission's criteria for ISOs set forth in Order No. 888, as clarified in 
Atlantic City Electric Co. et aI., 77 FERC '61,148 (1996) (November 13 Order).l! The 
revised governance provisions are a direct result of discussions among the Supporting 
Companies and other stakeholders. The Operating Agreement establishes an ISO with 
responsibility for system operations, administration of the PJM Tariff, and regional 
transmission planning. No stakeholder or industry segment has the ability to control the 
ISO's functions or to prevent the ISO from acting. Moreover, the ISO will have a governing 
board (the PJM Board) that is independent of any industry segment, and will have complete 
responsibility for supervision and oversight of the day-to-day operations of the PJM control 
area. In addition, for those few matters that come before the members for action, the voting 
rights continue to be structured so that no one industry segment can either force or block 
action. These provisions, together with the continuing requirements of the Federal Power 
Act related to any change in the governing agreements and tariff, provide a system of checks 
and balances that will assure non-discriminatory, open access transmission service throughout 
the PJM control area. 

The Operating Agreement also has been modified to modernize outdated provisions of 
the original PJM Agreement and to clarify the responsibilities of the ISO and the parties 
under the Operating Agreement. 

,I Attachment B to this Transmittal Letter demonstrates how the Supporting Companies' 
proposal complies with each ISO requirement and addresses each of the concerns that was 
identified in the November 13 Order. 
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2. Preserve Reliability Compatible with Retail Choice. The instant filing 
preserves one of the principal benefits of the PJM Pool: the assurance of power supply 
reliability by an agreement of load-serving entities in the control area to share generating 
reserves. The provisions formerly included in the Operating Agreement relating to long-term 
power supply planning have been moved, consistent with the focus of the Operating 
Agreement on short-term operations (including the maintenance of short-term reliability), into 
a Reliability Assurance Agreement among PJM control area load-serving entities. These 
long-term reliability provisions, together with certain aspects of the PJM Tariff, were 
modified to accommodate the impending introduction of retail choice in portions of the PJM 
control area. In this respect, the filing implements two of the themes that were expressed 
repeatedly during the stakeholder process by representatives of State agencies and others: the 
importance of preserving the reliability benefits of the PJM Pool and the necessity of 
ensuring that revised PJM Pool structures are compatible with retail choice. Attachment C 
describes the Supporting Companies' proposal for maintaining reliability through Pool-wide 
reserve sharing and other elements of the filing designed to maintain reliability. 

3. Clarify and Improve the Implementation of Locational Marginal Pricing. In 
the February 28 Order, the Commission recognized that the Supporting Companies' proposal 
to utilize locational marginal pricing (LMP) as the basis of PJM Pool energy interchange and 
transmission congestion pricing "will promote more efficient trading and will be more 
compatible with the type of competitive market mechanisms we are encouraging." 78 FERC 
'61,203 at 61,883. The Commission declined, however, to implement that proposal at that 
time and instead ordered a Technical Conference, subsequently held on May 9, 1997, to 
address questions regarding the implementation of LMP and whether modifications would be 
necessary to make the proposal of the Supporting Companies workable. 

In connection with the Technical Conference, the Supporting Companies provided an 
expanded and clarified explanation of the calculation of transmission congestion charges on 

- the basis of LMP, now incorporated as Attachment K to the PJM Tariff. Attachment K 
makes clear that users of both Network Service and firm Point-to-Point service will receive 
Fixed Transmission Rights (FTRs). In addition, Attachment K reflects a revision to the 
method used to allocate any excess transmission congestion charges that may be collected by 
the Office of the Interconnection. Specifically. each month any congestion charges collected 
in an hour in excess of those needed to provide a complete hedge for each holder of FTRs 
will first be used to make up any deficiencies incurred in any prior hour in the amount by 
which the congestion charges collected were not sufficient to provide a complete hedge; any 
congestion charge revenues remaining at the end of a month after this allocation will be 
credited to all Network and firm Point-to-Point transmission customers during the month. 
Schedule 1 in Attachment K to the PJM Tariff includes a revised and expanded description of 

romanl1
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the calculation of locational marginal prices. Finally, Attachment D to this letter is a copy of 
the May 29, 1997 letter from Mr. Samuel C. Thomas to Shelton Cannon and Richard 
O'Neill which provided responses to certain questions raised at the Technical Conference. 

4. Changes to Non-firm Transmission Rates in the PJM Tariff. In light of recent 
experience, the filing proposes to implement "up to" rates for non-firm point-to-point 
transmission services, and to charge the higher of congestion costs (based on locational price 
differences between points of receipt and delivery) and the embedded cost rate if a non-firm 
point -to-point customer chooses to wheel through congestion rather than being interrupted. 
The ISO will have the authority to discount non-firm transmission rates in accordance with 
Commission policies. 

II. Retained Elements of the Pool 

While the instant filing makes incremental adjustments to the PJM Tariff and the 
Operating Agreement from the earlier filings, critical aspects of the PJM Pool, as 
restructured on December 31, have been retained in this filing. 

First, the filing retains the pooling of reserves through which the PJM Pool has long 
afforded reliable electric service to consumers in the PJM region. The maintenance of the 
reliability of the PJM Pool is an extremely important principle that cannot be sacrificed 
during the transition to greater competition. 

Second, the filing preserves another long-standing benefit of the PJM Pool: the 
opportunity of all participants to realize energy cost savings through regional economic 
dispatch. Consistent with the December 31 compliance filing, the instant filing envisions that 
the ISO will operate an hourly spot market into which all generators will have the option to 
bid their energy and from which all buyers will have the option of purchasing energy. 
Participation in the spot market administered by the ISO will be voluntary. Market 
participants will be free to arrange bilateral energy transactions, or to self-schedule their own 
generation. The voluntary spot market administered by the ISO will be an efficient 
mechanism, with transparent market clearing prices, that is available to market participants. 
The filing thus preserves one of the primary benefits of a tight power pool while giving 
market participants maximum flexibility in arranging transactions and maximizing the 
efficient use of both generation and transmission. 

Third, the filing preserves the basic governance structure established by the 
December 31 and April 1 filings, under which the administration of the PJM Pool by the 
Office of the Interconnection is overseen by an independent Board of Managers, who are 
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elected by the Members, voting according to industry sectors. As noted above, modifications 
have been made in the Operating Agreement to ensure the independence of the Office of the 
Interconnection and to satisfy the Commission's ISO requirements. Wholesale changes to 
the existing structure, however, are not necessary for these purposes. The new governance 
structure is described in greater detail in Attachment B hereto. 

III. The Stakeholder Process 

The November 13 Order strongly encouraged all stakeholders to participate in further 
discussions concerning restructuring of the PJM Pool. The involvement of the stakeholders 
began immediately after that Order. With the assistance of a professional facilitator, the 
stakeholders met continuously between January 1997 and late May 1997. The stakeholders 
as a whole: (1) established a mission statement, (2) developed the fundamental principles 
that would guide further discussions, (3) identified the issues, and (4) established "Working 
Groups" to discuss the issues in detail. The Working Groups met weekly during that same 
period to deal with subsets of the issues, including ISO governance, reliability, transmission 
service and the structure of the energy market. The Working Groups further defined the 
issues, developed the pros and cons of various options in an effort to resolve or narrow 
differences, and made recommendations and forged consensus where possible. 

The meetings were valuable as a means of achieving a better understanding of 
proposals previously placed before the Commission as well as new and compromise 
proposals that were introduced. This filing reflects elements of proposals made by a number 
of participants in the stakeholder process other than the Supporting Companies. While the 
stakeholders were not able to reach consensus on a single filing to implement an ISO, the 
meetings have served to narrow the differences among a substantial number of the 
stakeholders, including several who have advised the Supporting Companies that they 
generally support this filing. 

IV. Application Pursuant to Section 203 

This letter constitutes an application, pursuant to Section 203 of the Federal Power 
Act, formally to recognize PJM Interconnection, L.L.C. as an independent system operator 
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(ISO), if such an application is required.!! The Commission should find that the transfer of 
control to the ISO is consistent with the public interest and approve the same. 

Consistent with the notice requirement of Section 203, the Supporting Companies are 
submitting copies of this filing to the regulatory commissions in Delaware, the District of 
Columbia, Maryland, New Jersey, Pennsylvania and Virginia, as indicated on Attachment K 
hereto. 

V. Summary of the Filing 

Summaries of the Operating Agreement, the Transmission Owners Agreement, the 
PJM Tariff and the Reliability Assurance Agreement follow. 

1. Operating Agreement 

The Operating Agreement is based on the PJM Interconnection Agreement as 
superseded by the Operating Agreement of PJM Interconnection, L.L.C. filed with the 
Commission on April I, 1997. Thus, it builds on the governance and operating 
arrangements for the PJM Interconnection that were accepted by the Commission in its 
February 28 Order, and under which the Interconnection is successfully operating today. 
Additional details on the organization and governance of the LLC are set forth in Attachment 
B to this letter. Key features of the Operating Agreement are: 

i' The Office of the Interconnection, formerly the Interconnection Association Office, 
has been directing the operation of the high voltage facilities in the PJM Control Area for 
many years. It became the "Transmission Provider" under the PJM Tariff as a result of the 
December 31 compliance filing. As is indicated by their petition for appellate review of the 
Commission's Order in Atlantic City Electric Co., 76 FERC '61,306, order dismissing as 
moot request for rehearing, 77 FERC ,61,298 (1996), appeal docketed, No. 97-1097 (D.C. 
Cir. Feb. 21, 1997), the Supporting Companies do not believe that the use of an independent 
system operator to direct the operation of transmission facilities requires approval by the 
Commission under Section 203 of the Federal Power Act, 16 U.S.C. § 824b (1994). 

The Supporting Companies do not, however, want to delay recognition of PJM 
Interconnection, L. L. C. as an ISO. Without conceding the correctness of the Commission's 
conclusion that approval under Section 203 is necessary, the Supporting Companies request 
that the Commission consider this filing to be an application for an order under Section 203. 
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Organization of the fonner PJM Pool as a limited liability corporation, with an 
independent Board of Managers (PJM Board) that is responsible for 
supervision and oversight of the day-to-day operations of the Pool through the 
Office of the Interconnection. The members of the PJM Board will not 
represent particular industry sectors, nor will they have any affiliation with any 
of the parties to the Operating Agreement. They will be elected by a 
Members Committee, comprised of all the parties to the Operating Agreement, 
from slates of candidates developed by an independent consultant to reflect the 
particular areas of expertise and experience specified in the Operating 
Agreement. 

The responsibilities of the PJM Board are set forth in Section 7.9 of the 
Operating Agreement. The PJM Board has broad responsibility to supervise 
and oversee "all matters pertaining to the Interconnection." The PJM Board's 
"primary responsibility" is to ensure that the ISO's functions are accomplished 
"in a manner consistent with (A) the safe and reliable operation of the 
Interconnection, (B) the creation and operation of a robust, competitive and 
non-discriminatory electric power market in the PJM Control Area, and (C) 
the principle that a Member or group of Members shall not have undue 
influence over the operation of the Interconnection. " 

The remainder of Section 7.9 provides a non-exclusive list of the PJM Board's 
rights and responsibilities in carrying out the above functions, including the 
selection of officers of the LLC, approval of the regional transmission 
expansion plan, adoption of the LLC's budget, participation in state and 
federal regulatory proceedings on behalf of the LLC, and oversight of 
Members' compliance with the Operating Agreement. 

Fonnation of a Members Committee, in which the parties to the Operating 
Agreement (the members of the LLC) will vote on the basis of sectors 
organized for each of the key industry segments: Generation Owners, Other 
Suppliers, Transmission Owners, Electric Distributors and End-Use 
Customers. 

• Voting provisions for the Members Committee that ensure than no sector can 
control the Members Committee, and no sector can block action by the 
Members Committee. 
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• Creation of Users Groups, a means by which environmental and public interest 
groups, as well as self-selected groups of members of the LLC sharing a 
common interest, can bring matters before the Members Committee, and if 
necessary to the attention of the PJM Board. 

• Clear delineation of the respective roles of the PJM Board, the Office of the 
Interconnection, and the Members Committee, which together comprise the 
ISO. Day-to-day operations of the PJM Control Area and the PJM 
Interchange Energy Market, administration of the PJM Tariff and the 
Transmission Expansion Planning Protocol, and performance of the data 
collection and analyses necessary for reserve sharing are entrusted to the 
Office of the Interconnection, acting under the supervision and oversight of the 
PJM Board. The Members Committee will elect the PJM Board, amend or 
terminate the Operating Agreement, and provide advice and recommendations 
to the PJM Board and the Office of the Interconnection. 

• Clear delineation of the rights and obligations of the members of the LLC, 
including an obligation to comply with NERC, MAAC and other pertinent 
reliability standards, and to respond to directives of the Office of the 
Interconnection in system emergencies. 

• Administration by the Office of the Interconnection of a pool spot energy 
market and the least -cost, security constrained commitment and dispatch of 
generating resources to serve load in the control area. 

In this filing, the Supporting Companies are also committing to work with the Office 
of the Interconnection and other stakeholders to develop two refinements to the pool energy 
market, to be filed by the end of this year. Development of these enhancements should not 
delay Commission acceptance of the proposals made herein. The two changes being 
developed are: 

(1) A multi-settlement system. Such a system will provide an opportunity 
for Market Participants to commit and obtain commitments to energy 
prices and transmission congestion charges at certain specified deadlines 
in advance of the Office of the Interconnection's real-time dispatch. 

(2) An auction of Fixed Transmission Rights (FTRs). An auction will 
provide an opportunity for market participants to obtain the FTRs 
beyond those retained by Network and firm Point-to-Point transmission 
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customers (including those taking service pursuant to existing bilateral 
contracts), which will enable them to hedge against congestion. 

Finally, preliminary provisions have been added to Schedule I of the Operating 
Agreement to address the effects on the PJM Control Area that could result from loss of the 
Hydro-Quebec transmission line. The problem arises as a result of the tight capacity 
situation in New England and has been addressed in response to a request for emergency 
assistance from the New England Power Pool. 

2. Transmission Owners Agreement 

Under the Transmission Owners Agreement, owners of transmission facilities in the 
PJM Control area have agreed to provide regional transmission service under non-pancaked 
rates pursuant to the PJM Tariff and to transfer to the ISO the responsibility for 
administration of the PJM Tariff and regional transmission planning and operations. 

The Transmission Owners Agreement creates an Administrative Committee of 
transmission owners, which may make recommendations to the ISO, but the Administrative 
Committee is expressly denied the right to exercise any control over functions and 
responsibilities transferred to the ISO. The transmission owners may file changes in 
transmission service rate design and non-rate terms and conditions under Section 205 of the 
Federal Power Act only if the proposed changes are not rejected by a majority of the PJM 
Board. If such changes are rejected, the filing must be made under Section 206. 

The transmission owners have reserved the same limited rights they reserved in the 
December 31, 1996 filing to: (1) assure the recovery of their revenue requirement by 
permitting Section 205 filings to change rate levels; (2) adopt and implement procedures to 
protect an owner's electrical facilities from physical damage or to prevent injury or damages 
to persons or property; (3) build, acquire, sell, dispose, retire, merge or otherwise transfer 
or convey all or any part of an owner's assets; and (4) take such actions as the owner deems 
necessary to fulfill its obligations under state or federal law to provide safe and reliable 
service. 

Finally, the Supporting Companies are committing to a timetable and process for 
reexamination of the zonal rate design for network transmission service and for a transition 
to an alternative rate design. The zonal rate structure was accepted by the Commission in its 
February 28, 1997 Order. 
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The effect of these provisions is that the transmission owners have reserved the right 
to assure the recovery of their revenue requirements by a filing under Section 205 of the 
Federal Power Act. Changes in the rate design and in non-rate terms and conditions of the 
PJM Tariff may be filed under Section 205 only if the changes are not rejected by the PJM 
Board. If they are rejected, such changes may be filed under Section 206. The mechanism 
for dealing with transmission congestion is left to the Operating Agreement. 

3. PJM Tariff 

The Supporting Companies are proposing a limited number of changes to the PJM 
Tariff that is now in effect. Attachment G to this letter highlights the provisions that have 
been changed. The changes fall into three categories: 

• Implementation of locational marginal pricing for transmission congestion; 

• Modifications to address matters raised by retail choice; and 

• Other minor clarifications and corrections. 

_ Although the changes include refinements to the way network and point-to-point rates are 
calculated, no change is proposed to the underlying revenue requirements and thus the pool
wide rates themselves will not increase. The changes to the PJM Tariff do no represent 
restrictions or limitations on the transmission service required to be provided under the 
Commission's Order No. 888 pro forma tariff. 

-

-

a) Implementation of Locational Marginal Prices 

The PIM Tariff resubmits the basic provisions for locational marginal pricing that 
were included in the Supporting Companies' December 31, 1996 proposal, but with an 
expanded and clarified description of the transmission congestion charge and credit process in 
Attachment K of the PIM Tariff, as discussed above. Included with Attachment K is 
Schedule 1 of the Operating Agreement, which provides expanded and clarified details on the 
calculation of locational marginal prices. The other changes related to locational marginal 
pricing are found in Sections 27, 33.3 and 34.4 of the revised PJM Tariff. 

b) Facilitation of Retail Choice 

The Supporting Companies propose to facilitate the application of the PJM Tariff in a 
retail choice environment through a change to the demand charge calculation for network 

romanl1
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service in Section 34.1, a change to the point-to-point rate design in Schedules 7 and 8, and 
supplemental language related to energy imbalances in Schedule 4. 

Discussions among the stakeholders highlighted the need for the PJM Tariff to 
provide both increased monthly flexibility and rate certainty to accommodate retail choice. 
In response, the Supporting Companies are proposing to revise the demand charge calculation 
for network service in Section 34.1 from a twelve-month rolling average load ratio share 
calculation to a stated rate per megawatt-year applied to the actual loads of the network 
customer in a month. By moving away from the twelve-month rolling average method, the 
demand charge calculation is more responsive to the changes in load responsibility that are 
possible with retail choice, especially when customers may change suppliers on a monthly 
basis. In addition, the stated rate for network service will provide greater rate certainty to 
suppliers and customers than exists under the load ratio share approach to demand charges 
because the ultimate transmission rate for a supplier under the load share method will change 
depending not only on variations in the loads served by a particular supplier but on the loads 
served by others. 

The change in the demand charge method also requires changes to Sections 1.16, 
1.47a, 34.2 and 34.3 of the PJM Tariff to eliminate provisions needed to calculate a zonal 
load ratio share and changes to the Attachment H for each zone to add a network service rate 
for each zone. The network service rates are based on the same annual revenue requirements 
and zonal coincident peak loads reflected in the PJM Tariff now in effect for the PJM control 
area. Attachment I to this letter details the calculation of the rates. 

The Supporting Companies are proposing one point-to-point rate for delivery points at 
the border of the control area and separate point-to-point rates for delivery points in each 
zone, as set forth in Schedule 7 and 8 and as calculated in Attachment I to this letter. Pool
wide transmission service will still be available at a single, non-pancaked rate. By making 
this change, all transmission service -- whether network or point-to-point -- to loads within a 
zone would have the same rate per megawatt-year, which will allow competitors to compete 
on the basis of their supply efficiency rather than any differences between network and point
to-point rates. 

Energy imbalances occur when there are differences between the scheduled and actual 
deliveries of energy to a load. When there are a number of network customers taking 
deliveries from the transmission system at a particular point of delivery, as there may be 
with retail access, the Office of the Interconnection will be able to allocate the energy 
imbalance in total to the delivery point but not among the individual customers. That 
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responsibility must fall to the meter operator at the point of delivery. The Supporting 
Companies have proposed a supplement to Schedule 4 to address this issue. 

c) Other Minor Clarifications and Corrections 

Through discussions among stakeholders and the experience of taking service under 
the PJM Tariff, several areas have been identified that require clarification or correction. 
First among these are the rates for non-firm point-to-point service. As mentioned above, the 
proposed PJM Tariff establishes "up-to" rates for that service.!! 

In addition, some stakeholders expressed concern over an apparent inconsistency 
between the language of Section 3 of the Tariff and the provisions of the ancillary service 
schedules. To alleviate any confusion, words have been added to clarify that the terms and 
conditions set forth in the Schedules will control how the ancillary services are to be 
provided or obtained. 

Other clarifications and corrections include the deletion of an erroneous phrase from 
Schedule 3 and revisions to the dermed terms to reflect the replacement of the PJM 
Interconnection Agreement with the Operating Agreement. 

4. Reliabilitv Assurance Agreement 

The Reliability Assurance Agreement, which is described in detail in Attachment C, is 
an agreement among the load serving entities within the PJM control area to plan and make 
available capacity resources to serve loads within the control area, to provide assistance to 
other parties during emergencies and to coordinate the planning of their capacity resources. 
The agreement will be administered through a committee of representatives of each party, 
though all of the day-to-day functions will be delegated to the Office of the Interconnection 
(including the admission of new parties and the data collection, analyses, calculations and 
monitoring necessary to implement the agreement). 

The Reliability Assurance Agreement builds upon the tradition of reserve sharing 
within P JM but includes changes to accommodate increased retail competition. The principal 

II Although the Commission has linked the up-to rates for non-firm point-to-point 
service with PECO Energy Company's congestion proposal, see Pennsylvania-New Jersey
Maryland Interconnection, Docket No. EL97-38-000, 79 FERC 161,272 (1997), slip. op. 
at 5, the Supporting Companies are proposing up-to rates in response to the concerns about 
capacity hoarding. 
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change proposed is to the lead times for establishing the obligations of the parties to the 
agreement. In the past, the members of PJM committed two years in advance of a planning 
period to supply a certain level of capacity. That two-year advance commitment will phase 
away under the proposed agreement as more and more retail load within the control area 
gains the ability to choose power suppliers. Similarly, determination of whether the parties 
in fact supplied the required amount of capacity previously was performed annually. The 
Reliability Assurance Agreement would make that determination on a monthly basis, which is 
consistent with the ability of customers to change suppliers on short notice. 

Of course, because the retail access programs themselves are still in development, the 
Reliability Assurance Agreement proposed here should be seen as a work-in-progress that, as 
experience is gained, may require further refinement. 

VI. Compliance with the Commission's Filing Requirements 

List of Documents Submitted 

A list of documents submitted is provided as Attachment A. 

Requested Effective Date and Request for Waiver 

The Supporting Companies request an August I, 1997 effective date. The Supporting 
Companies request a waiver of the Commission's notice requirements so as to permit the 
filing to become effective on the first day of a calendar month. 

Persons to Whom Communications 
Should Be Addressed 

A list of persons to whom communications should be addressed is provided as 
Attachment J. Waiver of 18 C.P.R. § 385.203(b)(3) is requested so as to permit inclusion 
on the service list of two names for each of the filing utilities together with the President of 
PJM Interconnection, L.L.C. and outside counsel for a number of the Supporting 
Companies. 

List of Persons to Whom the Filing Is Being Sent 

A list of persons to whom the filing is being sent is provided as Attachment K. 



Ms. Lois D. Cashell 
June 2, 1997 
Page 15 

HUNTON & WILLIAMS 

Brief Description of the Rate Schedule Change 
and a Statement of the Reasons 
for the Rate Schedule Change 

This letter and its attachments provide a description of the changes and the reasons 
for the changes. 

Cost Support 

Support for the rate changes in the PJM Tariff is provided in Attachment I. The 
network service rates are based on the same annual revenue requirements and zonal 
coincident peak loads reflected in the tariff now in effect. 

Federal Register Notices 

Separate notices with respect to the Section 205 and Section 203 filings are included 
as Attachment L hereto. A copy of each on a diskette in Word Perfect 5.1 format is also 
enclosed. 
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Ms. Lois D. Cashell 
June 2, 1997 
Page 16 

HUNTON & WILLIAMS 

Request for Waiver 

The Supporting Companies request a waiver of any of the provisions of 18 C.F.R. 
§ 35.13 and 18 C.F.R. Part 33 not satisfied by the filing. Such materials are not necessary 
to evaluate the filing. 

Respectfully submitted, 

ATLANTIC CITY ELECTRIC COMPANY 
BALTIMORE GAS AND ELECTRIC COMPANY 
DELMARVA POWER & LIGHT COMPANY 
JERSEY CENTRAL POWER & LIGHT COMPANY 
METROPOLITAN EDISON COMPANY 
PENNSYLVANIA ELECTRIC COMPANY 
PENNSYLVANIA POWER & LIGHT COMPANY 
POTOMAC ELECTRIC POWER COMPANY 
PUBLIC SERVICE ELECTRIC AND GAS COMPANY 

By_~_--=-4:~~_""-=---_ 
Counsel 

cc: All Parties in Docket Nos. OA97-261-000 and 
ER97 -1082-000 

All customers under PJM Tariff 
All Members of PJM Interconnection, L.L.C. 



• 

Attachment A 

LIST OF DOCUMENTS SUBMITTED 

1. Transmittal Letter 

2. List of Documents Submitted (Attachment A) 

3. Compliance with the Criteria for an Independent System Operator (Attachment B) 

4. The Maintenance of Reliability (Attachment C) 

5. Letter dated May 29, 1997 from Samuel C. Thomas to the Commission 
(Attachment D) 

6. Amended and Restated Operating Agreement of PJM Interconnection, L.L.C., dated 
as of June 2, 1997 (Attachment E) 

7. Transmission Owners Agreement dated as of June 2, 1997 (Attachment F) 

8. PIM Open Access Transmission Tariff (PIM TarifO (Attachment G) together with a 
comparison of the revised PJM Tariff to the PIM Tariff now in effect 

9. Reliability Assurance Agreement Among Load Serving Entities in the PIM Control 
Area dated as of June 2, 1997 (Attachment H) 

10. Detailed Calculation of Rates (Attachment I) 

11. List of Persons to Whom Communications Should be Addressed (Attachment J) 

12. List of Persons to Whom Copies of the Filing Is Being Sent (Attachment K) 

13. Federal Register Notices (Attachment L) 
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COMPLIANCE WITH THE CRITERIA FOR 
AN INDEPENDENT SYSTEM OPERATOR 

Attachment B 

PJM Interconnection, L.L.C. (LLC) , as structured in the Supporting Companies' 
filing, features an independent board of directors, an Office of the Interconnection that will 
carry out the day-to-day operation of the LLC under the supervision and oversight of the 
board of directors, and a policy-setting Members Committee in which voting is organized by 
sectors. As discussed more fully below, the LLC meets all eleven of the Commission's 
principles for an Independent System Operator (ISO). Each of the Commission's principles, 
as clarified in Atlantic City Electric Co .. et at., 77 FERC , 61, 148 (1996) is summarized 
below in a numbered paragraph, followed by an explanation of how the Supporting 
Companies' proposal complies with the principle. 

1. Governance must be fair and non-discriminatory; the ISO must be 
independent of any individual market participant, or class of 
participants; there must be no control of decision-making by any 
class of participants. 

The Supporting Companies' filing uses the Operating Agreement of the PJM 
Interconnection, L. L. C. as the defining document establishing an ISO. The Operating 
Agreement retains the same independent Board of Managers (PJM Board) that is currently in 
place, and continues its final responsibility for supervision and oversight of the personnel 
who comprise the Office of the Interconnection. The Office of the Interconnection, in tum, 
will have day-to-day responsibility for reliably operating the Members' bulk power facilities, 
for administering the PJM Tariff on behalf of all transmission users in a fair and non
discriminatory manner, and for operating an efficient spot energy market. 

In addition, the Operating Agreement establishes a sector-based Members Committee 
with certain limited responsibilities. These responsibilities are: (1) provide advice and 
recommendations to the PJM Board and the Office of the Interconnection, (2) elect the PJM 
Board, (3) amend the Operating Agreement and its Schedules through a Section 205 filing 
with the Commission, and (4) terminate the Operating Agreement. All affirmative actions of 
the Members Committee require a two-thirds vote of the sectors using a voting protocol that 
prevents any sector from controlling or vetoing actions, and that gives Members voting rights 
within a sector without regard to size. 

The above structure protects the independence of the ISO in two ways. First, the 
sector voting on the Members Committee, in and of itself, meets the Commission's "no 
control" requirements for an ISO as expressed in prior orders. Second, the combination of 
an independent Board of Managers and the limitations on the Members Committee's 
responsibilities will ensure that the Office of Interconnection can perform its operating 
responsibilities without undue influence from the Members, individually or as a whole. 



-

The PJM Board will be an independent board of directors, in that no member of the 
P JM Board will be selected to represent a particular industry sector. Instead, they will be 
selected by the Members as a whole, from a slate presented by an independent consultant. 
OA §7.1. The candidates on the slate will be required to have certain specified areas of 
expertise relevant to the operation of an ISO. Specifically: 

Of the seven Board Members, four shall have expertise and experience 
in the areas of corporate leadership at the senior management or board 
of directors level, or in the professional disciplines of finance or 
accounting, engineering, or utility laws and regulation. Of the other 
three Board Members, one shall have expertise and experience in the 
operation or concerns of transmission dependent utilities, one shall have 
expertise and experience in the operation or planning of transmission 
systems, and one shall have expertise and experience in the area of 
commercial markets and trading and associated risk management. 

OA §7.2. The Operating Agreement also specifies that members of the PJM Board shall not 
have had any employment relationship with any member of the LLC for a period of at least 
five years prior their election to the PJM Board, and shall not have a significant current 
business relationship with any member. 

The PJM Board "shall supervise and oversee all matters pertaining to the 
Interconnection and the LLC.» OA §7.7. The President of the LLC, who is the chief 
executive officer of the corporation, reports to the pJM Board, and the President in tum 
exercises management oversight over the staff of the Office of the Interconnection. On all 
day-to-day operational matters, the members of the LLC will have a purely advisory 
relationship with the PJM Board and the Office of the Interconnection. 

The PJM Board has emphasized the requirement that its independence not be 
compromised and toward this end the following PJM Board rights and responsibilities have 
been specifically preserved in the Operating Agreement: 

(1) The PJM Board will have complete independence in managing the affairs of 
the Office of Interconnection. Except for amendments to the Operating Agreement and 
related Schedules (which are subject to this Commission's Section 205 review), the Members 
Committee's role will be advisory. 

(2) The PJM Board will have the right to propose amendments to the Operating 
Agreement and related Schedules under Section 206, the right to oppose Section 205 and 206 
filings by the Members Committee and individual Members, and the right to submit its own 
independent comments to federal and state regulatory agencies on any matters relevant to the 
Interconnection. 

(3) The PJM Board will have final authority to establish the capital and operating 
budgets of the LLC. The Operating Agreement establishes a Finance Committee that 

2 
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includes Member representation to review and comment upon drafts of the budget, but the 
Finance Committee's role is solely advisory to the Board. 

For purposes of participating in the governance of the LLC, the members are 
organized into a Members Committee. OA §8.2. Voting on the Members Committee is by 
sectors, as follows: Generation Owners, Other Suppliers, Transmission Owners, Electric 
Distributors, and End-Use Customers. With the exception of a special provision for 
generation and transmission cooperatives and municipal joint action agencies, members that 
are corporate affiliates or otherwise related entities are considered a single member, will 
have one vote, and must select a single sector in which to vote.!! A generation and 
transmission cooperative or municipal joint action agency and each of its members that are 
members of the LLC may each have a vote, but only if they participate in the Electric 
Distributors sector. 

Each sector will be entitled to one vote (Sector Vote), divided in proportion to the 
affirmative and negative votes cast in the sector. A majority of more than two-thirds of the 
Sector Votes is needed to pass any motion. For example, if just over two-thirds of the 
members in each of the sectors vote in favor of a motion, the motion would carry. 
Similarly, if all of the members in three sectors vote in favor of a motion, they would need 
just over a third of the votes in one of the other sectors to be in the affirmative for the 
motion to pass. 

Under this form of sector voting, each major segment of the industry is assured a say 
in the actions of the Members Committee, no one sector can force the Members Committee 
to act, and no one sector can block the Members Committee from acting. 

Finally, the Operating Agreement provides that Members sharing a common interest 
may form a User Group. In addition, the "Members Committee shall create a User Group 
composed of representatives of bona fide public interest and environmental organizations that 
are interested in the activities of the LLC and are willing and able to participate in such a 
User Group." OA §8.7(b). The User Groups provide a formal means outside of the normal 
governance procedures for matters to be brought before the Members Committee or, under 
certain conditions, to the PJM Board. 

11 The limitation to select a single sector is without regard to the breadth of a member's 
participation in the market. The Supporting Companies' proposal to utilize sector voting is the 
product of compromise with other stakeholders, even though it is not the preferred approach of 
the Supporting Companies. They remain concerned that limiting each participant to a vote in 
a single sector may compromise the ability of some members to represent their interests in all 
of the market segments in which they participate, especially in light of the restrictions imposed 
by the Commission's Code of Conduct regulations. Notwithstanding their reservations, the 
Supporting Companies support the proposed sector-based voting structure as part of a baJancea 
proposal to achieve the broadest possible degree of consensus. They reserve the right to work 
with other members of the LLC to improve the voting structure. 

3 
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2. The ISO must be economically independent; it must have no financial 
interest in the economic performance of any market participant; it must 
adhere to strict conflict of interest standards; and transmission owners 
must not dictate its day-to-day operations. 

PJM Interconnection, L.L.C. fully complies with this principle. The management and 
staff of the Office of the Interconnection are all employees of the LLC, which as 
demonstrated above is not dominated by any industry participant or sector, and reports to an 
independent PJM Board, not the Members. The Office of the Interconnection has adopted 

• strict conflict of interest standards consistent with the provisions of § 10.1 of the Operating 
Agreement. Under the governance provisions of the Operating Agreement as described 
above, the members of the LLC that own transmission facilities are not able to dictate the 

• day-to-day operation of the ISO. 

3. The ISO must provide open access to the transmission system at non
pancaked rates under a single grid-wide tariff. 

The PJM Open Access Transmission Tariff (PlM Tariff) filed on December 31, 1996, 
as modified by this filing, will continue in place. The Tariff provides open access 
transmission service throughout the PlM Control Area in accordance with the terms of the 
pro forma tariff as specified in Order 888, with only such modifications as necessary (1) to 
adopt the pro forma tariff to the requirements of providing transmission service on a joint, 
grid-wide basis across a control area that encompasses the transmission systems of at least 
eight transmission owners, (2) to reflect the use of locational marginal pricing to address 
transmission congestion, and (3) to facilitate retail choice. 

4. The ISO must have primary responsibility for ensuring short-term 
reliability of grid operations; it must comply with NERC and MAAC 
guidelines; it must oversee maintenance of transmission facilities. 

The Office of the Interconnection is responsible for the day-to-day operation of the 
PJM Control Area, and in doing so must "comply with MAAC and NERC operation and 
planning standards, principles and guidelines." OA §10.4.(iv). As described above, the 
Office of the Interconnection functions under the supervision and oversight of the PlM 
Board, whose "primary responsibility" includes "the safe and reliable operation of the 
Interconnection." OA §7.7(i) (emphasis supplied). 

The Office of the Interconnection will also have plenary powers to deal with 
emergencies in the PlM Control Area. As stated in the Operating Agreement, the duties and 
responsibilities of the Office of the Interconnection include: 

Monitor the operation of the PJM Control Area, ensure that appropriate 
Emergency plans are in place and appropriate Emergency drills are 
conducted, declare the existence of an Emergency, and direct the 
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operations of the Members as necessary to manage, alleviate or end an 
Emergency. 

OA §lO.4(xx). Correspondingly, the members of the LLC are obligated under the Operating 
Agreement to: 

Comply with the requirements of the PJM Manuals and all directives of 
the Office of the Interconnection to take any action for the purpose of 
managing, alleviating or ending an Emergency, and authorize the 
Office of the Interconnection to direct the transfer or interruption of the 
delivery of energy on their behalf to meet an emergency and to 
implement agreements with other Control Areas interconnected with the 
PJM Control Area for the mutual provision of service to meet an 
emergency. 

OA §I1.3. I(e). 

The Office of the Interconnection is also tasked with oversight of transmission 
maintenance. See OA Schedule I, §1.9.2. Thus, the Supporting Companies' proposal meets 
all the requirements of ISO principle no. 4. 

5. The ISO must have control over the operation of the interconnected 
transmission facilities in the PJM region. 

The PJM Interconnection Association Office has directed the operation of the 
interconnected transmission facilities in the PJM Control Area as part of a tight power pool 
for over 50 years. This will continue to be the case under the Supporting Companies' 
proposal, under which the PJM Interconnection has become the Office of the Interconnection. 
The Office of the Interconnection brings forward all of the control over the interconnected 
transmission facilities that has enabled the PJM Interconnection to operate those facilities as a 
single control area. The Office of the Interconnection will do so, however, under the 
oversight and governance provisions spelled out in the Operating Agreement and summarized 
above. Thus, the Operating Agreement has transformed the PJM Interconnection Association 
Office into the Office of the Interconnection as the operating arm of an Independent System 
Operator. 

6. The ISO should be empowered to identify and take operational actions to 
relieve constraints; it should do so under trading rules established by the 
governing body; the trading rules should promote efficient trading. 

As the Commission is aware from its recent Technical Conference, a key feature of 
- the Supporting Companies' proposal is the use of locational marginal pricing for 

transmission congestion. This proposal is based on the Office of the Interconnection having 
the authority and ability to dispatch generation out of merit order as necessary to alleviate 
constraints on the transmission system in the PJM Control Area. Indeed, operationally the 
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PJM Interconnection Association Office has been carrying out this dispatch function for many 
years. The difference under the Supporting Companies' proposal is that the Office of the 
Interconnection will use the prices of the generation under its dispatch to establish locational 
marginal prices for energy in the PJM Control Area, with transmission congestion costs 
established by the differences in locational marginal prices brought about by transmission 
congestion. 

The Supporting Companies' locational marginal pricing proposal and its underlying 
trading rules are set forth in Schedule 1 to the Operating Agreement, and have been 
discussed at length in previous submissions to the Commission and at its recent Technical 
Conference. Suffice it to note here that the Operating Agreement and its Schedules constitute 
a comprehensive set of "trading rules" for the guidance of the Office of the Interconnection, 
and that these rules - through the use of a competitive energy market and the resulting 
locational marginal prices for energy and transmission congestion - will promote efficient 
trading in the PJM Control Area. 

7. The ISO should have incentives for efficient management and 
administration, and should procure needed services in an open, 
competitive market. 

The PJM Board, an independent body charged with supervising and overseeing the 
implementation and administration of the Operating Agreement, supervises the staff and 
management of the Office of the Interconnection. The PJM Board has full authority to take 
whatever actions it deems appropriate to ensure that the Office of the Interconnection 
provides efficient management and administration for the PJM Control Area, and can direct 
the Office of the Interconnection to obtain any services relating to the operation of the PIM 
Control Area on a bidding or other competitive basis as it deems appropriate. Consistent 
with the independence of the PIM Board, the Operating Agreement does not mandate specific 
management or administration incentives. This will be up to the PJM Board, in fulfillment 
of its obligation to supervise and oversee the Office of the Interconnection. 

The LLC will also be able to procure from an open, competitive market certain 
ancillary services it needs to maintain reliable and efficient operations. 

8. Pricing for transmission and ancillary services should promote efficient use 
of and investment in generation, transmission and consumption; pricing 
should send appropriate price signals. 

As demonstrated in the report from Dr. Hogan submitted with the Supporting 
Companies' December 31, 1996 filing, and in the filings of the Supporting Companies and 
others in support of both that filing and the Supporting Companies' initial restructuring filing 
last July, and as discussed at the Commission's recent Technical Conference, the Supporting 
Companies' locational marginal pricing proposals will promote efficient use and investment 
in generation, transmission and consumption, and will send appropriate price signals. 

6 
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9. The ISO should operate an OASIS. 

The PJM OASIS has been up and running for some time, and will continue to be 
operated by the Office of the Interconnection. 

10. The ISO should coordinate with neighboring control areas. 

Under the Operating Agreement, the Office of the Interconnection is required to: 

Direct the operation and coordinate the maintenance of the bulk power 
supply facilities of the Interconnection with such facilities and systems 
of others not party to this Agreement in accordance with agreements 
between the LLC and such other systems to secure reliability and 
continuity of service and other advantages of pooling on a regional 
basis. 

OA §10.4(vii). 

In addition, the Office of the Interconnection has been directed to work with other 
control areas to resolve conflicts or incompatibility in scheduling deadlines or other 
procedures. See Section 1.7.6(b) of Schedule 1 to the Operating Agreement. 

11. The ISO should include an alternate dispute resolution process. 

The Supporting Companies' proposal includes two procedures for dispute resolution. 
In addition, the members will also be subject to the dispute resolution procedures in the 
Tariff. 

For all disputes under the Operating Agreement other than those relating to the hourly 
scheduling and dispatch functions of the Office of the Interconnection, the members of the 
LLC will be obligated to use the PJM Dispute Resolution Procedures, which are set forth in 
detail in Schedule 5 to the Operating Agreement. These procedures will also apply to 
disputes under the related Reliability Assurance Agreement and the Transmission Owners 
Agreement. 

Disputes relating to the selection, scheduling or dispatch of resources in the PJM 
Interchange Energy Market, or to meet the operational requirements of the PJM Control 
Area, will be subject to the hourly operational dispute resolution procedures specified in 
§1.8.2 of Schedule 1 to the Operating Agreement. These short-term procedures recognize 
that in order for the Office of the Interconnection to exercise effective control over the PJM 
Control area, the members of the LLC must be obligated to "comply with aU determinations 
of the Office of the Interconnection on the selection, scheduling or dispatch of resources in 
the PJM Interchange Energy Market, or to meet the operational requirements of the PJM 
Control Area." OA §1.8.2(a). Moreover, this procedure recognizes that the Office of the 
Interconnection does not have the resources or the assets to deal with assertions that it should 
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reconstruct the dispatch for a past hour to correct for asserted errors, and as a result of such 
reconstruction should provide compensation to market participants for asserted errors in the 
hourly scheduling and dispatch process. Rather, disputes as to hourly scheduling and 
dispatch decisions should focus on identifying and avoiding any mistakes, or correcting any 
errors in dispatch procedures or algorithms, on a timely and prospective basis. 
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Attachment C 

THE MAINTENANCE OF RELIABILITY 

OVERVIEW 

The Supporting Companies are committed to maintaining the reliability of the PJM 
control area while accommodating retail choice programs that are being developed and 
considered in the region. Under the Supporting Companies' proposal, reliability will be 
assured primarily through the Reliability Assurance Agreement, which is discussed in this 
Attachment. Other ways in which reliability will be encouraged are (i) establishing clear 
obligations for electric distributors under the Operating Agreement and (ii) centralizing 
through the Office of the Interconnection direction during emergencies, the coordination of 
generation and transmission maintenance, least-cost security constrained generation dispatch 
through a competitive energy market and the operation of the transmission system. 

The PJM Interconnection Agreement for over two decades has included provisions for 
pool-wide capacity planning, reserve sharing, installed capacity commitments and deficiency 
charges. These provisions have been and continue to be integral to maintaining reliable 
service within the PJM Control Area. The Reliability Assurance Agreement builds upon that 
tradition while providing suppliers with the flexibility they will need as wholesale and retail 
competition increase. To do this, the Reliability Assurance Agreement: 

• Retains a two-year ahead forecast of the PJM Control Area capacity needs; 

• Provides a transition from a two-year to a three-month advance commitment of 
load serving entities to satisfy their share of the forecast PJM Control Area 
capacity needs; 

• Changes from an annual to a monthly allocation of the PJM Control Area 
capacity requirement to load serving entities; 

• Creates incentives for compliance and establishes administrative procedures to 
ensure the adequacy of capacity resources; and 

• Relies upon the Office of the Interconnection to perform key tasks, including 
the screening of potential parties to the agreement, the calculation of the 
requirements imposed by the agreement and the monitoring of the parties' 
compliance with those requirements. 

The parties to the Reliability Assurance Agreement will be all load serving entities 
within the PJM Control Area. By being in the control area, all such entities will share in the 
benefits of pooling, which include participation in the energy market established by the 
Operating Agreement and sharing reserves. 



DISCUSSION 

A. The Benefits of Reserve Sharing and Joint Planning Are Preserved 

The Reliability Assurance Agreement continues the practice of sharing capacity 
reserves and coordinating planning by the parties to the agreement. All customers within the 
PJM Control Area will benefit because (i) the overall level of capacity resources required is 
lower than if reliability requirements were determined and satisfied on an individual supplier 
basis, and (ii) the capacity resources of the parties are committed to support system 
operations, which diversifies and spreads risks through a larger portfolio of resources. 

B. Two-Year Forecast of Pool Requirements 

Consistent with past practice within the PJM Pool, the parties to the Reliability 
Assurance Agreement, working through the Office of the Interconnection, will establish a 
forecast of the pool-wide need for capacity (the "Forecast Pool Requirement"). Although the 
Forecast Pool Requirement will be projected for each of the next five planning periods,!! it 
will become binding for a specific planning period with the projection two years in advance 
of that planning period. The method that will be used to develop the Forecast Pool 
Requirement is set forth in Schedule 4 of the Reliability Assurance Agreement. Although the 
methodology has been refined, it reflects the past practices of the PJM Pool. 

The Forecast Pool Requirement serves three purposes. First, it provides information 
to the marketplace and to regulators about the future capacity needs of the PJM Control 
Area. That information, coupled with the capacity obligations and compliance incentives 
described below, will provide a basis for determining the need for additional capacity 
resources in time for those resources to be permitted, sited and constructed. 

Second, the Forecast Pool Requirement provides the basis for advance planning and 
commitment by the parties for capacity resources adequate to supply the operative reliability 
needs of the PJM Control Area. Third, the Forecast Pool Requirement supports after-the
fact capacity accounting which measures whether the parties have satisfied their commitment 
to provide the required capacity resources. These roles of the Forecast Pool Requirement are 
described further below. 

C. Mitigation of Shifts in Capacity Obligations 

In the past, under the PJM Interconnection Agreement, the obligations to plan for 
_ capacity needs and to have the needed capacity in place during a planning period fell to the 

eight members of PJM and through them to their wholesale customers. As a result, the 
overall requirements for the pool were allocated to the individual members, with their 
customers reaping the benefits of the members' load diversity and resource characteristics. 

11 A planning period begins on June 1 and ends on the following May 31. 
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While it is possible (and would be simpler administratively) to allocate the pool-wide 
requirements directly to individual parties to the Reliability Assurance Agreement, doing so 
would cause customers in some regions of the Control Area to see sudden, large increases in 
their capacity obligations. To guard against such a result, the Reliability Assurance 
Agreement relies on zones, which reflect the current service territories of the eight large 
utility members of PJM, as a transition mechanism. 

Prior to the date when (i) all states within the PIM Control Area and the District of 
Columbia have adopted retail access programs for end-use electric customers and (ii) more 
than 85 percent of the end-use customers within the PJM Control Area have a choice for 
their electric supplier (the Pool-Wide Choice Date), zones would be used in the 
determination of both (a) the obligation to plan and commit for future capacity resources (the 

- Forecast LSE Requirement) and (b) the obligation to have the resources in place during the 
planning period (the Accounted-For Obligation). 

-

Prior to the Pool-Wide Choice Date, the Forecast LSE Requirement will be 
determined by first allocating the Forecast Pool Requirement to each of the zones based on 
the forecast of load for the zone (the "Forecast Zone Requirement"). The zonal allocation is 
then further allocated to the parties serving loads within that zone based on forecast of loads, 
as described further below. The Forecast LSE Requirement of a party will thus be the sum 
of its requirements from each zone. After the Pool-Wide Choice Date, the Forecast LSE 
Requirement of a party will be determined by allocating the Forecast Pool Requirement 
directly to the parties based on their forecast of loads in the PIM Control Area. 

Similarly, prior to the Pool-Wide Choice Date, the Accounted-For Obligation will be 
determined by allocating the Forecast Zone Requirement to the parties serving loads within 
the zone based on the parties' actual loads. After the Pool-Wide Choice Date, the 
Accounted-For Obligation will be determined by allocating the Forecast Pool Requirement to 
the parties based on their loads in the PIM Control Area. 

D. Changing Time Horizons for Planned and Installed Capacity Obligations 

In the past, the Forecast LSE Requirement was fixed two years in advance. The 
Reliability Assurance Agreement moves toward a three-month in advance (or shorter) 
determination of the Forecast LSE Requirement as more and more load within the Control 
Area has a choice of suppliers. After the Pool-Wide Choice Date, the Forecast Pool 
Requirement (which is fixed two years in advance) will be allocated to the parties based on 
their load forecasts three months in advance (or shorter). At that point, a party will be 
required to demonstrate that its plans for capacity resources are adequate to meet its Forecast 
LSE Obligation. 

Similarly, in the past the Accounted-For Obligation for installed capacity was 
determined for the entire planning period. The Reliability Assurance Agreement changes to 
a monthly obligation for installed capacity which is not forced out-of-service (unforced 
capacity) based on the monthly load. 

3 



-

-

Both of these changes respond to the increased need for flexibility that comes from 
the potential for customers to change suppliers on relatively short notice. 

E. Incentives for Compliance and a Safety Net for Capacity Adequacy 

With the shortened time for establishing the Forecast LSE Obligations of the parties, 
there is concern that there will be inadequate time to secure the required capacity resources. 
The PJM Interconnection Agreement relied on deficiency charges to provide incentives for 
compliance with the obligations under that agreement. The Reliability Assurance Agreement 
continues that approach but with provisions designed both to provide flexibility and to 
prevent repeated "leaning" by parties who fail to meet their reliability obligations. 

Schedule 11 of the Agreement sets out the deficiency charge that will be imposed on a 
party for failure to meet the greater of its Forecast LSE Obligation or its Accounted-For 
Obligation. 

If, despite the contractual commitment and despite the potential deficiency charges, 
the parties to the agreement determine that the committed and planned capacity resources 
may be inadequate to assure reliability within the PJM Control Area, Schedule 6 provides for 
the possibility of a joint request for proposals to make additional capacity available. 

F. Role of the Office of the Interconnection and Governance 

The Reliability Assurance Agreement incorporates the planned capacity commitments, 
reserve sharing and installed capacity obligations of the former PJM Interconnection 
Agreement and the successor Operating Agreement. Under those superseded agreements, the 
Office of the Interconnection performed all of the reliability-related data collection and 
computations. The Reliability Assurance Agreement retains the Office of the Interconnection 
in that role, but with greater independence of action, as recognized in Schedule 15 of the 
Reliability Assurance Agreement. 

The parties to the Reliability Assurance Agreement will work together through the 
Reliability Committee. Each party will have both an individual vote and a weighted vote 
based on its load within the PJM Control Area in the most recent month, but, to prevent 
dominance by any two large parties, at least three parties must dissent to block action by the 
Reliability Committee and no party may have more than 25 percent of the weighted vote. 
This bicameral form of governance will protect the interests of smaller parties through their 
individual votes while also recognizing the varying sizes of the parties through their 
weighted votes in much the same way as the United States Senate and House reflect the 
interest of the states. 

4 
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Mr. Richard O'Neill, Director 
Office of Economic Policy 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C. 20426 

May 29,1997 

Re: Technical Conference In 
Docket Nos. OA97-261-000 
and ER97 -1082-000 

Dear Messrs. Cannon and O'Neill: 

2800 Pottsville Pike 
Pasl Office Box 18001 
Reading, PA 19840-0001 

Writer', Direct Dial No. 
(810) 021-8104 

At the May 9, 1997 Technical Conference, representatives of the FERC Staff asked 

whether the number of locations at which locational marginal prices ("LMPs") would be 

identified under the Supporting Companies' proposal might create unmanageable complexities 

for market participants.' The following discussion is intended to respond to those questions and 

to demonstrate that any concerns about the number of pricing locations are misplaced and that 

the Supporting Companies' proposal is practical and can be readily implemented. Locational 

marginal pricing is actually the simplest approach for dealing with the dynamic realities of 

constraints on a free-flowing electrical grid. Moreover, if transmission constraints in the PJM 

Control Area are geographically predictable and will result in only a few, stable pricing "zones," 

as certain opponents of the Supporting Companies' proposal contend, the use oflocational 

, Under the proposal, the PJM Independent System Operator (ISO) would track and calculate 
prices for more than 1600 different buses located throughout the P JM control area and at the 
interconnections with surrounding control areas. 
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marginal pricing would be no more complex than zonal pricing is perceived to be, and market 

participants would themselves be able to implement various simplified zonal approaches while 

preserving the efficiency benefits. flexibility and accuracy oflocational marginal pricing. 

This discussion also explains why so-called "zonal" approaches are not simple once their 

full implications are understood. Zonal approaches require complex pricing rules for dealing 

with the inevitable intra-zonal congestion. Once defined. zones are inherently inflexible and 

difficult to change. and this rigidity can result in commercially significant cost shifts between 

market participants. with small consumers the most likely to be harmed. 

Finally, this letter explains that the motive behind some of the efforts to defeat locational 

pricing apparently is to undermine or eliminate the ability of the PlM Office of the 

Interconnection to coordinate an efficient spot market. Without an open spot market, market 

participants would be forced to trade through the services offered by the CCEM participants. 

with a resulting loss in efficiency and higher costs to consumers. 

Discussion 

I. The PlM ISO Can Readily Track and Calculate Many Locational Prices. 

At the Technical Conference. representatives of the PlM Office of the Interconnection 

(the "or") indicated their readiness to implement locational marginal pricing for a system with 

more than 1600 busses. Their testimony establishes that the or is capable of implementing this 

system within a reasonable period following FERC authorization. This readiness is the result of 

the OI's extensive preparations in the months preceding the Supporting Companies' December 

3 I. 1996 pro forma tariff filing. In fact. in the months prior to the Commission' s Order of 

February 28.1997. directing PlM to implement the PECO pricing system on an interim basis 

only. the or had been calculating hourly locational prices at over 1600 busses in real time in 

order to test the software systems required to implement locational pricing. These efforts were 

put aside following the February 28 Order. Once the Commission authorizes the use of 

locational pricing. the or is prepared to transition from the PECO pricing mechanism and 

implement locational pricing within a short period. 

2. The Siinificance ofIransmission Cooiestion. 

Tile opponents oflocational pricing have made two mutually inconsistent claims about the 

supposed "complexity" of the Supporting Companies' proposal. On the one hand. they assert 

that market participants cannot handle the large number of different prices that could result from 



-

-
-
-

-

-
-

Messrs. Cannon and O'Neill 
~!ay 29, 1997 
Page 3 

locational pricing. They further assert that any system of tradable transmission rights, such as 

the Fixed Transmission Rights ("FTRs") proposed by the Supporting Companies to hedge the 

variability of congestion costs, would suffer from a lack of liquidity, because the right associated 

with any pair of busses would be unique and hence not fungible or tradable with the right 

associated with another pair of busses. On the other hand, the opponents of the use of LMPs 

assert that a locational pricing approach is not necessary for an efficient market becallse 

congestion is a minor and geographically isolated problem. In making this assertion, opponents 

contend that differences in locational prices are either non-existent across broad regions or zones, 

or they assert that these locational differences are so rare or so small as to be commercially 

insignificant. These "large and complex" and "minor and isolated" claims are obviollsly 

inconsistent, and are unfounded as well. The reality is that congestion can be as dynamic and 

changeable as the dynamic and changeable nature of operating conditions across a large 

integrated electric system, and that the Supporting Companies' proposal provides a workable and 

efficient procedure for dealing with this reality. 

While the actual degree of congestion that will occur in the PIM control area as the 

commercial market evolves is an empirical matter that is subject to substantial uncertainty, a 

number of relevant facts are well known -- and glossed over by PECO and other opponents of 

locational marginal pricing. It is clear that transmission constraints have been a persistent 

phenomenon across several major PIM interfaces. These constraints require PIM system 

operators to dispatch generation out of merit order, with resulting locational differences in the 

marginal costs of serving loads within the PIM region. It is also clear that local distribution 

companies within the PIM control area have been required to redispatch local generation to 

relieve congestion within their own service areas. It is reasonable to expect that the pressures of 

a competitive market will intensifY the desires of market participants to schedule flows from low

cost generation in unconstrained regions to loads that tend to be concentrated in constrained 

regions. It is also reasonable to believe that future congestion will be at least as intense and 

frequent as it has been in the recent past and probably more so. Moreover, while upgrades and 

enhancements to the transmission system have reduced congestion levels from what they were a 

few years ago, conditions giving rise to those historically higher levels of congestion could 

reoccur as system load and other configurations change over time. Finally, as the example [ 

presented at the Technical Conference demonstrated, one transmission constraint across a single 

line can result in multiple locational prices at various busses on the transmission grid. Indeed, 
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Dr. Tabors acknowledged at the Technical Conference that his zonal approach would result in the 

same number of different pricing zones for the example presented. 

PECO's statements at the Technical Conference imply that the only costs associated with 

congestion are the extra payments that the system operator must pay to those generators 

dispatched out of merit to serve loads in constrained areas during congestion. As Professor 

Hogan explained in his Report submitted with the Supporting Companies' December 31 filing, 

however, under the PECO pricing system all loads in the unconstrained regions will have to pay 

a clearing price -- the "unconstrained" clearing price -- that is higher than the locational price that 

would apply in these areas under the Supporting Companies' proposal. This broadly-applied 

higher price is a real impact of congestion that will far outweigh the additional payments to 

_ constrained-on generators, yet PECO overlooks these additional payments when it asserts that 

-

-

the cost impacts of congestion in the PIM region are insignificant. For example, in the example I 

presented at the Technical Conference, the unconstrained clearing price that would be paid by all 

loads across the region under the PECO approach would be thirty dollars per megawatt hour 

(530iMWh). In contrast, under the Supporting Companies' proposal, the locational price for 

loads at Bus B in my example is only $21.14, while the locational price for loads at Bus Cis 

523.51.' Moreover, the PECO pricing system assumes that only the out-of-merit constrained-on 

generator would be paid a bid price reflecting the higher cost of serving load in the constrained 

area, whereas in reality it is evident that in the PECO system all generators in the constrained 

area would have an incentive to bid prices up to the level of the marginal out-of-merit unit. 

Arguments by PECO representatives and others that today's levels of congestion are a relatively 

insignificant financial matter ignore these pricing issues and are therefore misleading. 

3. The Supportjna Companies Progosal js Both Workable and Flexible. 

It is significant that the Coalition for a Competitive Electricity Market ("CCEM") and its 

expert witness Dr. Richard Tabors have tacitly accepted many of the underlying concepts of 

locational marginal pricing. Notwithstanding their rhetoric about unbundling transmission from 

energy, CCEM and Dr. Tabors apparently agree with the Supporting Companies that, for 

, Note that under PECO's approach, the cost oecongestion is defined as the difference between 
the unconstrained clearing price paid to most generators and the bid price that must be paid to 
constrained-on generators in the constrained areas. In the example I used, this difference would 
be zero, meaning that PECO would report no congestion costs for a case that clearly has a 
constraint that affects prices at several busses. This partly explains why PECO assumes that 
"congestion costs" are small. 
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exal11ple, the spot price of transmission is derived directly from the difference in spot prices for 

energy at the withdrawal and injection locations for which transmission service is provided. 

Hence the prices of transmission and energy -- and their respective markets -- are conceptually 

linked, even though market participants are free to arrange separate trades for transmission or 

energy. CCEM and Tabors also agree that the price of transmission congestion should be the 

difference in these locational energy prices. CCEM and Tabors further agree that, to facilitate 

efficient trading, market participants must be able to trade transmission rights whose market 

value is derived directly from market participants' forecasts of the differences in locational prices 

upon which congestion charges are based.' These economic propositions are the essence of the 

Supporting Companies' proposal. 

CCEM seeks to differentiate its proposal by asserting that the degree of congestion in the 

P 1M system and the resulting differences in locational prices can be safely simplified with no 

significant loss to efficiency or fairness iflocational pricing is highly aggregated. CCEM and 

Dr. Tabors claim that busses can be aggregated into a few easily identifiable "zones," across the 

interfaces on which there will be congestion and locational price differences, but within which 

congestion rarely if ever occurs such that there will be essentially no locational price differences. 

The example I presented at the Technical Conference, which shows how locational prices 

can vary at many locations from even a single line constraint, by itself demonstrates that the 

CCEM/Tabors assumptions are flawed. Nevertheless, assume that transmission constraints could 

be reliably and accurately predicted, and that there will be only a few such constraints binding 

across a few interfaces. Suppose further. as Dr. Tabors claims. that within large geographic 

regions or "zones" in PIM. these constraints will result in locational prices that are essentially 

identical (or whose differences will be deemed to be commercially insignificant by market 

participants). Assume further that these conditions will be stable over long periods (one to three 

years, according to Dr. Tabors). How would locational pricing work if all this were tme? 

Under these assumptions. the asserted complexity of the Supporting Companies' 

proposed bus-by-bus locational pricing would disappear. Dozens or even hundreds of busses 

within each "zone" would in that event have the same or essentially the same locational price. 

The Office of the Interconnection could post these common "zone-wide" locational prices on its 

J Hence, CCEM must also concede that fixing the price of transmission in advance by purchasing 
transmission rights requires that market participants predict congestion costs that cannot be 
known until after the dispatch hour when actual congestion is known. 
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OASIS. and traders at every bus in the zone would be confident that the posted prices would be 

relevant to their specific bus-to-bus transactions. Moreover, every FTR from any of these 

numerous busses in a zone to any of the numerous busses in another zone would all have 

virtually the same dollar per MW value, since the locational price differences between any bus 

in one zone to any bus in the other zone would be essentially the same whatever the bus. Indeed, 

traders should be indifferent to which specific FTRs they held from any bus in one zone to any 

bus in another, since under the assumed conditions that underlie the CCEM/Tabors proposal, all 

FTRs between the busses in the two zones would be equally valuable as a hedge against 

congestion charges. 

From a trading perspective, each of these potentially hundreds of bus-to-bus rights would 

be fungible, resulting in a highly liquid secondary trading market for FTRs. In this secondary 

market, any market participant, including non-finn transmission customers, would be able to 

purchase FTRs at market prices reflecting the participants' expectations of the stream of 

congestion cost credits associated with each FTR. No approval by the ISO would be necessary 

for such market trades, since the traded FTRs would be from the set already detennined to be 

simultaneously feasible. 4 

Moreover, even if, under the assumed conditions, there were minor differences in prices 

between busses within the same zone, marketers or other participants would be free to establish 

their own "network trading" systems within the zones, providing congestion-free pricing for their 

customers for a fixed price sufficient to cover the risks of the presumably small congestion 

charges that actuallyoccurred when intra-zonallocational prices actually differed. 

The upshot of the foregoing is that if CCEM and Tabors are correct about the rarity and 

predictability of congestion and locational pricing differences within zones, then the simplified 

trading that they wish to undertake could easily and efficiently be accommodated within the 

Supporting Companies' Iocational pricing proposal. But, suppose that CCEM and other 

4 The Supporting Companies have committed to work with the PIM ISO to develop procedures 
by which additional FTRs could be auctioned over and above the FTRs retained by finn network 
and point-to-point customers. An auction process would allow those who did not obtain FTRs 
through the reservation of finn service to obtain hedges for their expected trades. Any FTRs 
acquired in an auction would have to be simultaneously feasible with any continuing rights 
obtained from the reservation of finn service. Since a feasibility test would be necessary, the 
auction would present an opportunity for existing FTR holders to exchange or "reconfigure" 
existing rights. 
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opponents of locational pricing are not correct. If congestion is in fact more frequent and less 

predictable than they assume, and locational prices thus vary more, or more often, than they 

predict, what would happen? Since the efficiency and equity of the CCEM/Tabors proposal 

depends on the accuracy of the assumptions on which it is based, if the assumptions are wrong 

then by definition their proposal will result in zones that do not comport with reality, and hence 

will distort congestion pricing and shift costs among market participants. By contrast, the 

Supporting Companies' locational marginal pricing proposal would automatically and accurately 

respond to actual system conditions, and automatically produce accurate and efficient congestion 

prices. FTRs issued from bus to bus would continue to provide appropriate hedges, 

notwithstanding the appearance of congestion, so there would be no need to redefine or reallocate 

those FTRs. Each trader would be treated fairly and comparably, since each trader would be 

subject to efficient prices for energy and congestion, and no trader would be allowed to shift its 

congestion costs onto others.' In short, if the CCEM/Tabors assumptions are correct, their 

system can co-exist with the Supporting Companies' proposal; if those assumptions are wrong, 

only the Supporting Companies' proposal will produce appropriate results. 

4. The CCEM Proposal is Neither Simple Nor Workable. 

Under the CCEM approach, congestion pricing zones would be determined in advance 

through extensive and complex computer modeling and would be locked in for some designated 

period, such as one to three years. For starters, it is debatable whether the competing parties 

could agree on the appropriate model, along with its input assumptions and multiple forecasts, 

and the thresholds for "commercially significant" congestion and bus-by-bus price differences. 

If a set of zones could be established. as suggested above, they would over time inevitably prove 

to be an inaccurate reflection of congestion patterns and locational price differences; even Dr. 

Tabors acknowledges that his zones would need to be reassessed. and presumably redefined, on 

some periodic basis. Congestion would be discovered "inside" the zones, or, as I illustrated, 

j At the Technical Conference. the NYMEX representative expressed a concern that under this 
condition, FTRs would not be fungible. since many FTRs could have different values. It is not 
true, however, that this condition would preclude trading between holders of FTRs with different 
values. Because each FIR would have its own expected value, those values could easily be 
reflected and balanced in the trades between FIR holders. Under the Supporting Companies' 
proposal, the locationa\ prices would be posted for all locations. Hence, it would be relatively 
easy for traders to compile computerized lists oflocational prices and the expected values of 
alternative FTRs. This service could then be provided to other traders to allow efficient trading 
of FTRs in a secondary market. 
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congestion outside a zone could result in commercially significant locational price differences 

inside a zone. Even if resources and loads remained stable, equipment outages or failures could 

occur that would result in congestion for some significant period. When congestion occurred, 

how would the CCEM zonal proposal work? 

CCEM has not specified how intra-zonal congestion costs would be allocated among 

market participants. Dr. Tabors has suggested that congestion within a zone could be dealt with 

by applying PECO-like "unconstrained pricing" within that zone. The Report prepared by 

Professor Hogan and filed with the Supporting Companies' pro forma tariff on December 31, 

1996, describes the inefficient incentives and the complexity of the pricing rules that would need 

to be developed to pay constrained-on generators and to prevent gaming by constrained-off 

generators under the PECO pricing proposal. In addition, as noted above, the PECO congestion 

priCing mechanism obscures the true costs of congestion and spreads those costs across those 

loads that rely on the OI's spot market by raising the clearing price for all spot purchasers. In 

other words, the principal effect of mis-defining a congestion pricing zone, or leaving a mis

defined zone in effect for any significant period, is to shift costs of congestion from those who 

schedule bilateral trades into a congestion area, and to PIM pool customers and their end-users -

many of whom will most likely be small consumers buying from the local distribution companies 

that may well be the predominant users of the PIM pool. The CCEM marketers who support the 

zonal approach do not discuss these inequities. 

CCEM would have the Commission believe that the inevitable unfairness and 

inefficiency of their zonal approach could be corrected by periodically redefining the zones and 

- reallocating transmission rights to correspond to the new zone boundaries. This purported 

remedy may well be illusory. It presumes that large bilateral traders would readily agree to give 

• 

• 

up their existing rights and the unearned benefits reSUlting from mis-defined zones, agree to 

change the boundaries of existing zones, and agree to accept without protest new zonal 

boundaries that could well increase congestion costs and energy prices to their loads. Economic 

self-interest dictates that market participants will be extremely reluctant to abandon strategic 

commercial advantages by changing zonal boundaries that allow them to shift costs and risks to 

others. It seems more likely that such commercially significant changes would be strongly 

resisted by those market participants who stand to lose, with litigation or other strategies being 

used to delay, compromise or stop efforts to revise poorly defined zones. Certainly efforts to 

change zonal pricing in other contexts, for example on interstate natural gas pipelines, have been 
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rife with controversy. Inevitably, there would have to be some regulatory process to adjudicate 

these disputes, redefine the zone boundaries and reallocate the associated rights, likely involving 

the Commission in continuing oversight of a poorly designed system. With locational pricing, 

none of this would be necessary. 

It is not an answer to assume that the difficult problems of redefining zones could be 

overcome by some automatic, unbiased set of procedures (for example, periodic revisions 

implemented by the or without approval from the market participants). To comport with reality, 

zone redefinitions would have to be frequent enough to track the actual changes in congestion 

patterns and locational price differences. This means that the zonal physical rights proposed by 

CCEM could not be long-term; indeed, the inevitable instability of the CCEM zonal boundaries 

prevents their proposal from being able to provide long-term transmission rights of any kind. 

Such an approach may be acceptable to those who specialize in short-term trading, but it will 

pose a serious obstacle to those who consider long-run investments in new generation and 

transmission. 

It is, of course, possible to reconfigure zonal boundaries frequently and automatically as 

congestion patterns change. In Norway, for example, zones are essentially redefined every time 

congestion results in changes in locational prices. Zones can be redefined weekly, daily, even 

hourly, so that a zone becomes simply a collection of busses with the same locational prices for a 

gi ven period. Once that is done, however, the zonal proposal effectively collapses into the 

Supporting Companies' proposal. Hence, the need to maintain accurate and flexible zones 

without compromising the ability to have long-run transmission rights ultimately reduces to an 

argument in favor oflocational pricing. 

5. Qbtajnjnj! Transmissjon and Conj!estjon Cost Certajnty. 

Certain comments at the Technical Conference discussed the need for market participants 

to be able to determine, or fix in advance, the price of transmission, including any congestion 

costs. A common misconception is that the Supporting Companies' proposal does not 

adequately allow participants to lock-in prices in advance. In fact, the Supporting Companies' 

locational pricing and FTR proposal provides traders with all the price certainty that is possible 

in a dynamic free-flowing grid, short of shifting uncertain congestion costs onto other parties. 

The common reality that confronts any credible system of transmission rights is that the 

degree of congestion, and hence the level of congestion costs, is essentially unknowable until the 

dispatch hour. The reason is that last-hour changes in demand and generation levels, 
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transmission outages, non-firm transactions, and unscheduled (loop) flows can change 

congestion. Hence, the final degree and costs of congestion -- whether handled through 

"physical" or "financial" rights -- cannot be determined until after the dispatch has occurred. A 

workable system of transmission rights can and should allow market participants to acquire the 

rights in advance at a price determined in advance, but the function of these rights must be to 

define with certainty the financial consequences for the holders of these transmission rights of 

the inherent uncertainty in congestion-related costs. The task is to make traders whole for 

whatever congestion costs may arise, so that once traders acquire the right for a set price, they 

then face no additional congestion charge for implementing the transactions for which they 

acquired the rights. That is precisely how FTRs work. 

Under the Supporting Companies' proposal, the price of transmission for the expected 

trade is fixed in advance by the price of obtaining the FTR, just as it would be for a "physical" 

right. Hence, the only uncertainty is the degree to which the trader's actual operations will vary 

from the schedules of injections and withdrawals corresponding to the acquired rights. Any 

deviation from those schedules would, under any system, constitute a non-firm use of the 

transmission system and be subject to the uncertain costs (or curtailment) of non-firm 

transmission. 

6. PECQ's and CCEM's Hidden A~enda. 

PECQ and CCEM's opposition to locational pricing does not stem simply from a 

preference for "physical" rights versus "financial" FIRs. Their more fundamental objection is to 

the open spot market from which locational marginal prices would be derived. In the Supporting 

Companies' market structure proposal, the Office of the Interconnection coordinates an open, 

non-discriminatory spot market based on voluntary price offers from generators and dispatchable 

loads. This open, voluntary system provides the market mechanism by which the 01 obtains at 

the lowest cost the resources it needs to maintain system balance and reliability and to reI ieve 

congestion. In the Supporting Companies' proposal, any market participant can offer its energy 

to the or for use in balancing generation and load in the actual dispatch, and any market 

participant can purchase or sell spot energy through this mechanism as well. The P JM region 

• will as a result have an efficient spot market open to all market participants without 

discrimination, and even sman market participillts in the PlM region will be able to conduct 
efficient trading without having to develop the dispatch facilities and diversified portfolios 

necessary to follow their own loads or perfectly balance their bilateral loads and resources. 
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The CCEM marketers have indicated that on May 30 they will likely make a filing that 

will support elements of the PECO proposal because that proposal explicitly rejects any open 

spot market coordinated by the Or. PECO has stated to the PIM stakeholders that its proposal 

will restrict the ability of market participants to use the OI's balancing service as a spot market, 

and will enforce those restrictions by imposing substantial penalties on those traders who do not 

precisely stick to their schedules and maintain their respective loads and resources in constant 

balance. To avoid those penalties, traders would have to rely on entities such as PECO or those 

represented by CCEM which have the facilities and diversified portfolios to provide, for a fee. 

the load-following and balancing services every trader will need under this system. Moreover, 

because there would be no bid-based dispatch, the ISO would not be able to manage congestion 

efficiently. Instead, it would resort to non-economic means to relieve congestion, such as forced 

curtailments. This, too, would force smaller traders to turn to PECO and CCEM entities to 

arrange transactions that avoid the congestion. 

Hence, the Commission should not be misled by the debates over locational pricing. 

PECO and CCEM oppose locational pricing precisely because it means that there will be an 

open, transparent and efficient spot market coordinated by the Office of the Interconnection. In 

contrast, the CCEM approach is deliberately structured around "physical" rights and predefined 

congestion zones that purport not to require an open, OI-coordinated spot market to define 

efficient locational prices. If there is no open spot market coordinated by the 01, then it will not 

be possible for the 01 to determine the marginal costs of serving loads at different locations or to 

efficiently pay gene(ators and charge loads for the OI's balancing service. Instead, a guaranteed 

role for PECOand CCEM entities will be locked into the market structure at the expense of other 

traders. Ultimately, the PIM consumers, who need an efficient market to achieve the benefits of 

competition. will bear the brunt of these proposals. 

We are sending a copy of the letter to all parties on the service list so that it may be 

included in the record of this proceeding. If you have any additional questions that were not 
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answered as a result of the Technical Conference, please let me know. 

cc: Ms. Lois M. Cashell 
Service List 

Very truly yours, 

( . "j{) 
,of " J (. /: .. ", , / 

/"I/llt~ .,' , •• ,/,~y 

Samuel C. Thomas 
On behalf of the 
Supporting PJM Companies 
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AMENDED AND RESTATED 

OPERATING AGREEMENT 

of 
PJM INTERCONNECTION, L.L.C. 

This Amended and Restated Operating Agreement of PJM Interconnection, L.L.C., 
dated as of this 2nd day of June, 1997, amends and restates as of the Effective Date the 
Operating Agreement of PJM Interconnection, L.L.C. filed with the FERC on April 2, 1997, 
as amended. 

WHEREAS, certain of the Members have previously entered into an agreement, 
originally dated September 26, 1956, as amended and supplemented up to and including 
December 31, 1996, stating "their respective rights and obligations with respect to the 
coordinated operation of their electric supply systems and the interchange of electric capacity 
and energy among their systems" (such agreement as amended and supplemented being 
referred to as the "Original PJM Agreement"), and which coordinated operations and 
interchange came to be known as the PJM Interconnection (the "Interconnection"); and 

WHEREAS, pursuant to a resolution of June 16, 1993, an unincorporated association 
comprised of the parties to the Original PJM Agreement was formed for the purpose of 
implementation of the Original PJM Agreement as it then existed and as it subsequently has 
been amended and supplemented, such association being known as the "PJM Interconnection 
Association"; and 

WHEREAS, because of changes in federal law and policy, the Original PJM 
Agreement, together with other documents and agreements, was amended, restated and 
submitted to FERC on December 31, 1996 to restructure fundamental aspects of the operation 
of the Interconnection; and 

WHEREAS, so that the provisions of the Original PJM Agreement could be placed 
into effect consistent with a February 28, 1997 order of FERC, including those provisions 
related to the governance of the Interconnection, the parties to the Original PJM Agreement, 
along with the other interested parties, approved the conversion of the PJM Interconnection 
Association into the LLC pursuant to the provisions of the Delaware Limited Liability 
Company Act, as amended (the "Delaware LLC Act"), pursuant to a Certificate of Formation 
(the "Certificate of Formation") and a Certificate of Conversion (the "Certificate of 
Conversion"), each filed with the Delaware Secretary of State (the "Recording Office") on 
March 31, 1997; and 

WHEREAS, the Members wish to amend and restate the Operating Agreement of PJM 
Interconnection, L.L.C. adopted in connection with the formation of the LLC and as in effect 
immediately prior to the Effective Date in the form set forth below; and 

WHEREAS, the Members intend to form an Independent System Operator In 

accordance with the regulations of the Federal Energy Regulatory Commission; and 
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Now, therefore, in consideration of the foregoing, and of the covenants and agreements 
hereinafter set forth, the Members hereby agree as follows: 

1. DEFINITIONS 

Unless the context otherwise specifies or requires, capitalized terms used in this 
Agreement shall have the respective meanings assigned herein or in the Schedules hereto for all 
purposes of this Agreement (such definitions to be equally applicable to both the singular and 
the plural forms of the terms defined). Unless otherwise specified, all references herein to 
Sections, Schedules, Exhibits or Appendices are to Sections, Schedules, Exhibits or 
Appendices of this Agreement. As used in this Agreement: 

1.1 Act. 

"Act" shall mean the Delaware Limited Liability Company Act, Title 6, §§ 18-101 to 
18-1109 of the Delaware Code. 

1.2 Affiliate. 

"Affiliate" shall mean any two or more entities, one of which controls the other or that 
are under common control. "Control" shall mean the possession, directly or indirectly, of the 
power to direct the management or policies of an entity. Ownership of publicly-traded equity 
securities of another entity shall not result in control or affiliation for purposes of this 
Agreement if the securities are held as an investment, the holder owns (in its name or via 
intermediaries) less than 10 percent of the outstanding securities of the entity, the holder does 
not have representation on the entity's board of directors (or equivalent managing entity) or 
vice versa, and the holder does not in fact exercise influence over day-to-day management 
decisions. Unless the contrary is demonstrated to the satisfaction of the Members Committee, 
control shall be presumed to arise from the ownership of or the power to vote, directly or 
indirectly, ten percent or more of the voting securities of such entity. 

1.3 Agreement. 

"Agreement" shall mean this Amended and Restated Operating Agreement of PJM 
Interconnection, L.L.C., including all Schedules, Exhibits, Appendices, addenda or 
supplements hereto, as amended from time to time. 

1.4 Annual Meeting of the Members. 

"Annual Meeting of the Members" shall mean the meeting specified in Section 8.3.1 of 
this Agreement. 

1.5 Board Member. 

"Board Member" shall mean a member of the PJM Board. 

1.6 Capacity Resource. 

"Capacity Resource" shall mean the net capacity from owned or contracted for 
generating facilities all of which (i) are accredited to a Load Serving Entity pursuant to the 
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procedures set forth in the Reliability Assurance Agreement and (ii) are committed to satisfy 
that Load Serving Entity's obligations under the Reliability Assurance Agreement and this 
Agreement. 

1. 7 Control Area. 

"Control Area" shall mean an electric power system or combination of electric power 
systems bounded by interconnection metering and telemetry to which a common au tomatic 
generation control scheme is applied in order to: 

(a) match the power output of the generators within the electric power system(s) 
and energy purchased from entities outside the electric power system(s), with the load within 
the electric power system(s); 

(b) maintain scheduled interchange with other Control Areas, within the limits of 
Good Utility Practice; 

(c) maintain the frequency of the electric power system(s) within reasonable limits 
in accordance with Good Utility Practice and the criteria of NERC and the applicable regional 
reliability council of NERC; 

(d) maintain power flows on transmission facilities within appropriate limits to 
preserve reliability; and 

(e) provide sufficient generating capacity to maintain operating reserves lfl 

accordance with Good Utility Practice. 

1.8 Electric Distributor. 

"Electric Distributor" shall mean a Member that owns or leases with rights equivalent 
to ownership electric distribution facilities that are used to provide electric distribution service 
to electric load within the PJM Control Area. 

1.9 Effective Date. 

"Effective Date" shall mean August I, 1997, or such later date that FERC permits this 
Agreement to go into effect. 

1.10 Emergency. 

"Emergency" shall mean: (i) an abnormal system condition requmng manual or 
automatic action to maintain system frequency. or to prevent loss of firm load, equipment 
damage, or tripping of system elements that could adversely affect the reliability of an electric 
system or the safety of persons or property; or (ii) a fuel shortage requiring departure from 
normal operating procedures in order to minimize the use of such scarce fuel; or (iii) a 
condition that requires implementation of emergency procedures as defined in the PJM 
Manuals. 

1.11 End-Use Customer. 

"End-Use Customer" shall mean a Member that is a retail end-user of elec(riciry winim 
the PJM Control Area. 
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1.12 FERC. 

"FERC" shall mean the Federal Energy Regulatory Commission or any successor 
federal agency, commission or department exercising jurisdiction over this Agreement. 

1.13 Finance Committee. 

"Finance Committee" shall mean the body formed pursuant to Section 7.5.1 of this 
Agreement. 

1.14 Generation Owner. 

"Generation Owner" shall mean a Member that owns or leases with rights equivalent to 
ownership facilities for the generation of electric energy that are located within the PJM 
Control Area. Purchasing all or a portion of the output of a generation facility shall not be 
sufficient to qualify a Member as a Generation Owner. 

1.15 Good Utility Practice. 

"Good Utility Practice" shall mean 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 is intended to include acceptable 
practices, methods, or acts generally accepted in the region. 

1.16 Interconnection. 

"Interconnection" shall mean the coordinated operations and interchange resulting from 
the Original PJM Agreement as continued in this Agreement. 

1.17 LLC. 

"LLC" shall mean PJM Interconnection, L.L.C., a Delaware limited liability company. 

1.18 Load Serving Entity. 

"Load Serving Entity" shall mean an entity, including a load aggregator or power 
marketer, (I) serving end-users within the PJM Control Area, and (2) that has been granted the 
authority or has an obligation pursuant to state or local law, regulation or franchise to sell 
electric energy to end-users located within the PJM Control Area, or the duly designated agent 
of such an entity. 

1.19 Locational Marginal Price. 

"Locational Marginal Price" shall mean the hourly integrated market clearing marginal 
price for energy at the location the energy is delivered or received, calculated as specified in 
Section 2 of Schedule 1 of this Agreement. 
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1.20 MAAC. 

"MAAC" shall mean the Mid-Atlantic Area Council, a reliability council under § 202 
of the Federal Power Act established pursuant to the MAAC Agreement dated August I, 1994, 
or any successor thereto. 

1.21 Market Buyer. 

"Market Buyer" shall mean a Member that has met reasonable creditworthiness 
standards established by the Office of the Interconnection and that is otherwise able to make 
purchases in the PJM Interchange Energy Market. 

1.22 Market Participant. 

"Market Participant" shall mean a Market Buyer or a Market Seller, or both. 

1.23 Market Seller. 

"Market Seller" shall mean a Member that has met reasonable creditworthiness 
standards established by the Office of the Interconnection and that is otherwise able to make 
sales in the PJM Interchange Energy Market. 

1.24 Member. 

"Member" shall mean an entity that satisfies the requirements of Section 11.6 of this 
Agreement and that (i) is a member of the LLC immediately prior to the Effective Date, or (ii) 
has executed an Additional Member Agreement in the form set forth in Schedule 4 hereof. 

1.25 Members Committee. 

"Members Committee" shall mean the committee specified m Section 8 of this 
Agreement composed of representatives of all the Members. 

1.26 NERC. 

"NERC" shall mean the North American Electric Reliability Council, or any successor 
thereto. 

1.27 Office of the Interconnection. 

"Office of the Interconnection" shall mean the employees and agents of the LLC 
engaged in implementation of this Agreement and administration of the PJM Tariff, subject to 
the supervision and oversight of the PJM Board acting pursuant to this Agreement. 

1.28 Operating Reserve. 

"Operating Reserve" shall mean the amount of generating capacity scheduled to be 
available for a specified period of an Operating Day to ensure the reliable operation of the PJM 
Control Area, as specified in the PJM Manuals. 

1.29 Original PJM Agreement. 

"Original PJM Agreement" shall mean thllt certain agreement between certain of the 
Members, originally dated September 26, 1956, and as amended and supplemented up to and 
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including December 31, 1996, relating to the coordinated operation of their electric supply 
systems and the interchange of electric capacity and energy among their systems. 

1.30 Other Supplier. 

"Other Supplier" shall mean a Member that is (i) a seller, buyer or transmitter of 
electric capacity or energy in, from or through the PJM Control Area, and (ii) is not a 
Generation Owner, Electric Distributor, Transmission Owner or End-Use Customer. 

1.31 PJM Board. 

"PJM Board" shall mean the Board of Managers of the LLC, acting pursuant to this 
Agreement. 

1.32 PJM Control Area. 

"PJM Control Area" shall mean the Control Area recognized by NERC as the PJM 
Control Area. 

1.33 PJM Dispute Resolution Procedures 

"PJM Dispute Resolution Procedures" shall mean the procedures for the resolution of 
disputes set forth in Schedule 5 of this Agreement. 

1.34 PJM Interchange Energy Market. 

"PJM Interchange Energy Market" shall mean the regional competitive market 
administered by the Office of the Interconnection for the purchase and sale of spot electric 
energy at wholesale in interstate commerce and related services established pursuant to 
Schedule 1 to this Agreement. 

1.35 PJM Manuals. 

"PJM Manuals" shall mean the instructions, rules, procedures and guidelines 
established by the Office of the Interconnection for the operation, planning, and accounting 
requirements of the PJM Control Area and the PJM Interchange Energy Market. 

1.36 PJM Tariff. 

"PJM Tariff' shall mean the PJM Open Access Transmission Tariff providing 
transmission service within the PJM Control Area, including any schedules, appendices, or 
exhibits attached thereto, as in effect from time to time. 

1.37 Planning Period. 

"Planning Period" shall initially mean the 12 months beginning June 1 and extending 
through May 31 of the following year, or such other period established by the Reliability 
Committee established under the Reliability Assurance Agreement. 

1.38 President. 

"President" shall have the meaning specified in Section 9.2. 
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1.39 Related Parties. 

"Related Parties" shall mean, solely for purposes of the governance provisions of this 
Agreement: (i) any generation and transmission cooperative and one of its distribution 
cooperative members; and (ii) any joint municipal agency and one of its members. For 
purposes of this Agreement, representatives of state or federal government agencies shall not 
be deemed Related Parties with respect to each other, and a public body's regulatory authority, 
if any, over a Member shall not be deemed to make it a Related Party with respect to that 
Member. 

1.40 Reliability Assurance Agreement 

"Reliability Assurance Agreement" shall mean that certain agreement, dated June 2, 
1997 and as amended from time to time, establishing obligations, standards and procedures for 
maintaining the reliable operation of the PJM Control Area. 

1.41 Sector Votes. 

"Sector Votes" shall mean the affirmative and negative votes of each sector on the 
Members Committee, as specified in Section 8.4. 

1.42 State. 

"State" shall mean the District of Columbia and any State or Commonwealth of the 
United States. 

1.43 System. 

- "System" shall mean the interconnected electric supply system of a Member and its 

.. 

• 

interconnected subsidiaries exclusive of facilities which it may own or control outside of the 
PJM Control Area. Each Member may include in its system the electric supply systems of any 
party or parties other than Members which are within the PJM Control Area, provided its 
interconnection agreements with such other party or parties do not conflict with such inclusion. 

1.44 Transmission Facilities. 

"Transmission Facilities" shall mean facilities that: (i) are within the PJM Control 
Area; (ii) meet the definition of transmission facilities pursuant to FERC's Uniform System of 
Accounts or have been classified as transmission facilities in a ruling by FERC addressing such 
facilities; and (iii) have been demonstrated to the satisfaction of the Office of the 
Interconnection to be integrated with the PJM Control Area transmission system and integrated 
into the planning and operation of the PJM Control Area to serve all of the power and 
transmission customers within the PJM Control Area. 

1.45 Transmission Owner . 

"Transmission Owner" shall mean a Member that owns or leases with rights equivalent 
to ownership Transmission Facilities. Taking transmission service shall not be sufficient to 
qualify a Member as a Transmission Owner. 
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1.46 Transmission Owners Agreement. 

"Transmission Owners Agreement" shall mean that certain agreement, dated June 2, 
1997 and as amended from time to time, by and among Transmission Owners in the PJM 
Control Area providing for an open-access transmission tariff in the PJM Control Area, and 
for other purposes. 

1.47 User Group. 

"User Group" shall mean a group formed pursuant to Section 8.7 of this Agreement. 

1.48 Voting Member 

"Voting Member" shall mean (i) a Member as to which no other Member is an Affiliate 
or Related Party, or (ii) a Member together with any other Members as to which it IS an 
Affiliate or Related Party. 

where: 

1.49 Weighted Interest. 

"Weighted Interest" shall be equal to (O.l(l/N) + 0.5(B/C) + 0.2(D/E) + 0.2(F/G», 

N= 
B= 
C= 
D= 

E= 
F= 

G= 

2. 

the total number of Members 
the Member's internal peak demand for the previous calendar year 
the sum of factor B for all Members 
the Member's net installed generating capacity located in the PJM 
Control Area as of January 1 of the current calendar year 
the sum of factor D for all Members 
the sum of the Member's circuit miles of transmission facilities 
multiplied by the respective operating voltage for facilities 100 k V and 
above as of January 1 of the current calendar year 
the sum of factor F for all Members 

FORMATION, NAME; PLACE OF BUSINESS 

2.1 Formation of LLC; Certificate of Formation. 

The Members of the LLC hereby: 

(a) acknowledge the conversion of the PJM Interconnection Association into the 
LLC, a limited liability company pursuant to the Act, by virtue of the filing of both the 
Certificate of Formation and the Certificate of Conversion with the Recording Office, effective 
as of March 31, 1997; 

(b) confirm and agree to their status as Members of the LLC; 

(c) enter into this Agreement for the purpose of amending and restating the rights, 
duties, and relationship of the Members; and 

(dj agree that if the \aws of any jurisdiction in which the LLC transacts business so 
require, the PJM Board also shall file, with the appropriate office in that jurisdiction, any 
documents necessary for the LLC to qualify to transact business under such laws; and 
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(ii) agree and obligate themselves to execute, acknowledge, and cause to be filed for record, in 
the place or places and manner prescribed by law, any amendments to the Certificate of 
Formation as may be required, either by the Act, by the laws of any jurisdiction in which the 
LLC transacts business, or by this Agreement, to reflect changes in the information contained 
therein or otherwise to comply with the requirements of law for the continuation, preservation, 
and operation of the LLC as a limited liability company under the Act. 

2.2 Name of LLC. 

The name under which the LLC shall conduct its business is "PJM Interconnection, 
L.L.c. " 

2.3 Place of Business. 

The location of the principal place of business of the LLC shall be 955 Jefferson 
Avenue, Valley Forge Corporate Center, Norristown, Pennsylvania 19403-2497. The LLC 
may also have offices at such other places both within and without the State of Delaware as the 
PJM Board may from time to time determine or the business of the LLC may require. 

2.4 Registered Office and Registered Agent. 

The street address of the initial registered office of the LLC shall be 1209 Orange 
Street, Wilmington, Delaware 19801, and the LLC's registered agent at such address shall be 
The Corporation Trust Company. The registered office and registered agent may be changed 
by resolution of the PJM Board. 

3. PURPOSES AND POWERS OF LLC 

3.1 Purposes. 

The purposes of the LLC shall be: 

(a) to operate in accordance with FERC requirements as an Independent System 
Operator, comprised of the PJM Board, the Office of the Interconnection, and the Members 
Committee, with the authorities and responsibilities set forth in this Agreement; 

(b) as necessary for the operation of the Interconnection as specified above: (i) to 
acquire and obtain licenses, permits and approvals, (ii) to own or lease property, equipment 
and facilities, and (iii) to contract with third parties to obtain goods and services; and 

(c) to engage in any lawful business permitted by the Act or the laws of any 
jurisdiction in which the LLC may do business and to enter into any lawful transaction and 
engage in any lawful activities in furtherance of the foregoing purposes and as may be 
necessary, incidental or convenient to carry out the business of the LLC as contemplated by 
this Agreement. 

3.2 Powers. 

The LLC shaH have the power to do IIny lind all acts and things necessary, appropriate, 
advisable, or convenient for the furtherance and accomplishment of the purposes of the LLC, 
including, without limitation, to engage in any kind of activity and to enter into and perform 
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obligations of any kind necessary to or in connection with, or incidental to, the 
accomplishment of the purposes of the LLC, so long as said activities and obligations may be 
lawfully engaged in or performed by a limited liability company under the Act. 

4. EFFECTIVE DATE AND TERMINATION 

4.1 Effective Date and Termination. 

(a) The existence of the LLC commenced on March 31, 1997, as provided in the 
Certificate of Formation and Certificate of Conversion which were filed with the Recording 
Office on March 31, 1997. This Agreement shall amend and restate the Operating Agreement 
of PJM Interconnection, L.L.C. as of the Effective Date. 

(b) The LLC shall continue in existence until terminated in accordance with the 
terms of this Agreement. The withdrawal or termination of any Member is subject to the 
provisions of Section 18.18 of this Agreement. 

4.2 Governing Law. 

This Agreement and all questions with respect to the rights and obligations of the 
Members, the construction, enforcement and interpretation hereof, and the formation, 
administration and termination of the LLC shall be governed by the provisions of the Act and 
other applicable laws of the State of Delaware, and the Federal Power Act. 

5. WORKING CAPITAL AND CAPITAL CONTRIBUTIONS 

5.1 Funding of Working Capital and Capital Contributions. 

(a) The Office of the Interconnection shall attempt to obtain financing of up to five 
million two hundred thousand dollars ($5,200,000) to meet the working capital needs of the 
LLC, which shall be limited to such working capital needs that arise from timing in cash flows 
from interchange accounting, tariff administration and payment of the operating costs of the 
Office of the Interconnection. Such financing, which shall be non-recourse to the Members of 
the LLC and which shall be for a stated term without penalty for prepayment, may be obtained 
by borrowing the amount required at market-based interest rates, negotiated on an arm's length 
basis, (i) from a Member or Members or (ii) from a commercial lender, supported, if 
necessary, by credit enhancements provided by a Member or Members; provided, however, no 
Member shall be obligated to provide such financing or credit enhancements. The LLC shall 
make such filings and seek such approvals as necessary in order for the principal, interest and 
fees related to any such borrowing to be repaid through charges under the PJM Tariff as 
appropriate under Schedule 3 of this Agreement. 

(b) In the event financing of the working capital needs of the Office of the 
Interconnection is unavailable on commercially reasonable terms, the PJM Board may require 
the Members to contribute capital ill the aggregate up to five million two hundred thousand 
dollars ($5,200,000) for the working capital needs that could not be financed; provided that in 
such event each Member's obligation to contribute additional capital shall be in proportion to 
its Weighted Interest, multiplied by the amount so requested by the PJM Board. Each Member 
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that contributes such capital shaH be entitled to earn a return on the contribution to the extent 
such contribution has not been repaid, which return shaH be at a fair market rate as determined 
by the PJM Board but in no event less than the current interest rate established pursuant to 18 
C. F.R. § 35.19a(a)(2)(iii); provided further, that any Member not wanting to contribute the 
requested capital contribution may withdraw from the LLC upon 90 days written notice as 
provided in Section 18.18.2 of this Agreement. 

5.2 Contributions to Association. 

AH contributions prior to the Effective Date of the original Operating Agreement of 
PJM Interconnection, L.L.C. of cash or other assets to the PJM Interconnection Association by 
persons who are now or in the future may become Members of the LLC shall be deemed 
contributions by such Members to the LLC. 

6. TAX STATUS AND DISTRIBUTIONS 

6.1 Tax Status. 

The LLC shaH make aH necessary filings under the applicable Treasury Regulations to 
have the LLC taxed as a corporation. 

6.2 Return of Capital Contributions. 

(a) In the event Members are required to contribute capital to the LLC in 
accordance with Section 5.1 herein, the LLC shaH request the Transmission Owners to recover 
such working capital through charges under the PIM Tariff as provided in Schedule 3 of this 
Agreement. In the event aH or a portion of the working capital is recovered pursuant to the 
PJM Tariff, such amount(s) shaH be returned to the Members in accordance with their actual 
contributions. 

(b) Except for return of capital contributions and liquidating distributions as 
provided in the foregoing section and Section 6.3 herein, respectively, the LLC does not intend 
to make any distributions of cash or other assets to its Members. 

6.3 Liquidating Distribution. 

Upon termination or liquidation of the LLC, the cash or other assets of the LLC shall 
be distributed as foHows: 

(a) first, in the event the LLC has any liabilities at the time of its termination or 
dissolution, the LLC shaH liquidate such of its assets as is necessary to satisfy such liabilities; 

(b) second, any capital contribution in cash or in kind by any Member of the PJM 
Interconnection Association prior to the Effective Date shaH be distributed by the LLC back to 
such Member in the form received by the PJM Interconnection Association; and 

(c) third, any remaining assets of the LLC shaH be distributed to the Members in 
proportion to their Weighted Interests. 
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7. PJM BOARD 

7.1 Composition. 

There shall be an LLC Board of Managers, referred to herein as the "PJM Board," 
composed of seven voting members, with the President as a non-voting member. The seven 
voting Board Members shall be elected by the Members Committee from a slate of candidates 
for the then-existing vacancies or expiring terms on the PJM Board. An independent 
consultant, retained by the Office of the Interconnection upon consideration of the advice and 
recommendations of the Members Committee, shall be directed to prepare a list of persons 
qualified and willing to serve on the PJM Board. Not later than 30 days prior to each Annual 
Meeting of the Members, the Office of the Interconnection shall distribute to the 
representatives on the Members Committee a slate from among the list proposed by the 
independent consultant, along with information on the background and experience of the 
persons on the slate appropriate to evaluating their fitness for service on the PJM Board. 
Elections for the PJM Board shall be held at each Annual Meeting of the Members, for the 
purpose of selecting the initial PJM Board in accordance with the provisions of Section 7.3(a), 
or selecting a person to fill the seat of a Board Member whose term is expiring. Should the 
Members Committee fail to elect a full PJM Board from the slate proposed by the independent 
consultant, the Office of the Interconnection shall direct the independent consultant. or a 
replacement consultant selected by the Office of the Interconnection, to propose a list for a 
slate of nominees for any vacancies on the PJM Board for consideration by the Members at the 
next regular meeting of the Members Committee. 

7.2 Qualifications. 

A Board Member shall not be, and shall not have been at any time within five years of 
election to the PJM Board, a director, officer or employee of a Member or of an Affiliate or 
Related Party of a Member. At any time while serving on the PJM Board, a Board Member 
shall have no significant business relationship or other affiliation with any Member or its 
Affiliates or Related Parties. Of the seven Board Members, four shall have expertise and 
experience in the areas of corporate leadership at the senior management or board of directors 
level, or in the professional disciplines of finance or accounting, engineering, or utility laws 
and regulation. Of the other three Board Members, one shall have expertise and experience in 
the operation or concerns of transmission dependent utilities, one shall have expertise and 
experience in the operation or planning of transmission systems, and one shall have expertise 
and experience in the area of commercial markets and trading and associated risk management. 

7.3 Term of Office. 

(a) The persons serving as the Board of Managers of the LLC immediately prior to 
the Effective Date shall continue in office until the first Annual Meeting of the Members. At 
the first Annual Meeting of the Members, the then current members of the PJM Board who 
desire to continue in office shall be elected by the Members to serve until the second Annual 
Meeting of the Members or until their successors are elected, along with such additional 
persons as necessary to meet the composition requirements of Section 7.1 and the qualification 
requirements of Section 7.2. 
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(b) A Board Member shall serve for a term of three years commencing with the 
Annual Meeting of the Members at which the Board Member was elected; provided, however, 
that two of the Board Members elected at the first Annual Meeting of the Members following 
the Effective Date shall be chosen by lot to serve a term of one year, three of such Board 
Members shall be chosen by lot to serve a term of two years and the final two such Board 
Members shall serve a term of three years. 

(c) Vacancies on the PIM Board occurring between Annual Meetings of the 
Members shall be filled by vote of the then remaining Board Members; a Board Member so 
selected shall serve until the next Annual Meeting at which time a person shall be elected to 
serve the balance of the term of the vacant Board Seat. Removal of a Board Member shall 
require the approval of the Members Committee. 

7.4 Quorum. 

The presence in person or by telephone or other authorized electronic means of a 
majority of the voting Board Members shall constitute a quorum at all meetings of the PJM 
Board for the transaction of business except as otherwise provided by statute. If a quorum 
shall not be present. the Board Members then present shall have the power to adjourn the 
meeting from time to time, until a quorum shall be present. Provided a quorum is present at a 
meeting. the PIM Board shall act by majority vote of the Board Members present. 

7.5 Operating and Capital Budgets. 

7.5.1 Finance Committee. 

Not later than February 1 of each year, the entities specified below shall select 
the members of a Finance Committee. The Finance Committee shall be composed of one 
representative of the parties to the Reliability Assurance Agreement chosen by the parties to 
that agreement. one representative of the parties to the Transmission Owners Agreement 
chosen by the parties to that agreement. two representatives of the Members Committee chosen 
by the Members Committee and that are not representatives of an entity that is a party to the 
Transmission Owners Agreement or an Affiliate or Related Party of such an entity, one 
representative of the Office of the Interconnection selected by the President. and two Board 
Members selected by the PIM Board. The Members Committee shall endeavor to elect 
members of the Finance Committee that are broadly representative of the diversity of interests 
among the Members. The Office of the Interconnection shall prepare annual budgets in 
accordance with processes and procedures established by the PIM Board, and shall timely 
submit its budgets to the Finance Committee for review. The Finance Committee shall submit 
its analysis of and recommendations on the budgets to the PJM Board, with copies to the 
Members Corrunittee. The Finance Committee shall also review and comment upon any 
additional or amended budgets prepared by the Office of the Interconnection at the request of 
the PJM Board or the Members Committee. 

7.5.2 Adoption of Budgets. 

The PJM Board shall adopt, upon consideration of the advice and 
recommendations of the Finance Committee, operating and capital budgets for the LLC, and 
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shall distribute to the Members for their information final annual budgets for the following 
fiscal year not later than 60 days prior to the beginning of each fiscal year of the LLC. 

7.6 By-laws. 

To the extent not inconsistent with any provision of this Agreement, the PJM Board 
shall adopt such by-laws establishing procedures for the implementation of this Agreement as it 
may deem appropriate, including but not limited to by-laws governing the scheduling, noticing 
and conduct of meetings of the PIM Board, selection of a Chair and Vice Chair of the PJM 
Board, action by the PIM Board without a meeting, and the organization and responsibilities of 
standing and special committees of the PIM Board. Such by-laws shall not modify or be 
inconsistent with any of the rights or obligations established by this Agreement. 

7.7 Duties and Responsibilities of the PJM Board. 

In accordance with this Agreement, the PIM Board shall supervise and oversee all 
matters pertaining to the Interconnection and the LLC, and carry out such other duties as are 
herein specified, including but not limited to the following duties and responsibilities: 

i) 

ii) 

As its primary responsibility, ensure that the President, the other officers 
of the LLC, and Office of the Interconnection perform the duties and 
responsibilities set forth in this Agreement, including but not limited to 
those set forth in Sections 9.2 through 9.4 and Section 10.4, in a manner 
consistent with (A) the safe and reliable operation of the Interconnection, 
(B) the creation and operation of a robust, competitive, and 
non-discriminatory electric power market in the PIM Control Area, and 
(C) the principle that a Member or group of Members shall not have 
undue influence over the operation of the Interconnection; 

Select the Officers of the LLC; 

iii) Adopt budgets for the LLC; 

iv) Approve the Regional Transmission Expansion Plan in accordance with 
the provisions of the Regional Transmission Expansion Planning 
Protocol set forth in Schedule 6 of this Agreement. 

v) On its own initiative or at the request of a User Group as specified 
herein, submit to the Members Committee such proposed amendments to 
this Agreement or any Schedule hereto, or a proposed new Schedule, as 
it may deem appropriate; 

vi) Petition FERC to modify any provision of this Agreement or any 
Schedule or practice hereunder that the PIM Board believes to be unjust, 
unreasonable, or unduly discriminatory under Section 206 of the Federal 
Power Act, subject to the right of any Member or the Members to 
intervene in any resulting proceedings; 

vii) Review for consistency with the creation and operation of a robust, 
competitive and non-discriminatory electric power market in the PJM 
Control Area any change to rate design or to non-rate terms and 
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conditions proposed by Transmission Owners for filing under Section 
205 of the Federal Power Act. 

viii) If and to the extent it shall deem appropriate, intervene in any 
proceeding at FERC initiated by the Members in accordance with Section 
11.5(b), and participate in other state and federal regulatory proceedings 
relating to the interests of the LLC; 

ix) Review, in accordance with Section 15.1.3, determinations of the Office 
of the Interconnection with respect to events of default; 

x) Assess against the other Members in proportion to their Weighted 
Interest an amount equal to any payment to the Office of the 
Interconnection, including interest thereon, as to which a Member is in 
default; 

xi) Establish reasonable sanctions for failure of a Member to comply with its 
obligations under this Agreement; 

xii) Direct the Office of the Interconnection on behalf of the LLC to take 
appropriate legal or regulatory action against a Member (A) to recover 
any unpaid amounts due from the Member to the Office of the 
Interconnection under this Agreement and to make whole any Members 
subject to an assessment as a result of such unpaid amount, or (B) as may 
otherwise be necessary to enforce the obligations of this Agreement; 

xiii) Resolve claims by a Member that the Reliability Committee established 
by the Reliability Assurance Agreement has exercised its responsibilities 
in a manner inconsistent with the creation and operation of a robust, 
competitive and non-discriminatory electric power market in the P JM 
Control Area, upon due consideration of the views of the Member and of 
the Reliability Committee, and of the need to preserve the reliability of 
electric service in the PJM Control Area. 

xiv) Solicit the views of Members on, and commission from time to time as it 
shaH deem appropriate independent reviews of, (A) the performance of 
the PJM Interchange Energy Market, (B) compliance by Market 
Participants with the rules and requirements of the PJM Interchange 
Energy Market, and (C) the performance of the Office of the 
Interconnection under performance criteria proposed by the Members 
Committee and approved by the PJM Board; and 

xv) Terminate a Member as may be appropriate under the terms of this 
Agreement . 
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8. MEMBERS COMMITTEE 

8.1 Sectors. 

8.1.1 Designation. 

Voting on the Members Committee shall be by sectors. The Members 
Committee shall be composed of five sectors, one for Generation Owners, one for Other 
Suppliers, one for Transmission Owners, one for Electric Distributors, and one for End-Use 
Customers, provided that there are at least five Members in each Sector. Except as specified 
in Section 8.1.2, each Voting Member shall have one vote. Each Voting Member shall, within 
thirty (30) days after the Effective Date or, if later, thirty (30) days after becoming a Member, 
and thereafter not later than 10 days prior to the Annual Meeting of the Members for each 
annual period beginning with the Annual Meeting of the Members, submit to the President a 
sealed notice of the sector in which it is qualified to vote or, if qualified to participate in more 
than one sector, its rank order preference of fhe sectors in which it wishes to vote, and shall be 
assigned to its highest-ranked sector fhat has the minimum number of Members specified 
above. If a Member is assigned to a sector other than its highest-ranked sector in accordance 
with the preceding sentence, its higher sector preference or preferences shall be honored as 
soon as a higher-ranked sector has five or more Members. A Voting Member may designate 
as its voting sector any sector for which it or its Affiliate or Related Party Members is 
qualified. The sector designations of the Voting Members shall be announced by the President 
at the Annual Meeting. 

8.1.2 Related Parties. 

The Members in a group of Related Parties shall each be entitled to a vote, 
provided fhat all the Members in a group of Related Parties that chooses to exercise such rights 
shall be assigned to the Electric Distributor sector. 

8.2 Representatives. 

8.2.1 Appointment. 

Each Member may appoint a representative to serve on the Members 
Committee, with authority to act for fhat Member with respect to actions or decisions by the 
Members Committee. Each Member may appoint an alternate representative to act for that 
Member at meetings of the Members Committee in the absence of the representative. A 
Member participating in the PIM Interchange Energy Market through an agent may be 
represented on the Members Committee by fhat agent. A Member shall appoint its 
representative by giving written notice identifying its representative and alternate 
representative to the Office of fhe Interconnection. Members that are Affiliates or Related 
Parties may each appoint a representative and alternate representative to the Members 
Committee, but shall vote as specified in Section 8.1. 

8.2.2 Regulatory Authorities. 

FERC and any other federal agency with regulatory authority over a Member, 
each State electric utility regulatory commission with regulatory jurisdiction within the PJM 
Control Area, and each office of consumer advocate from each State all or any part of the 

16 



-

-

-

-

-

territory of which is within the PJM Control Area, may nominate one representative to serve 
as an ex officio non-voting member of the Members Committee. 

8.2.3 Initial Representatives. 

Initial representatives to the Members Committee shall be appointed no later 
than 30 days after the Effective Date; provided, however, that each representative to the 
Management Committee under the Operating Agreement of PJM Interconnection, L.L.C. as in 
effect immediately prior to the Effective Date shall automatically become a representative to 
the Members Committee on the Effective Date unless replaced as specified in Section 8.2.4. 
An entity becoming a Member shall appoint a representative to the Members Committee no 
later than 30 days after becoming a Member. 

8.2.4 Change of or Substitution for a Representative. 

Any Member may change its representative or alternate on the Members 
Committee at any time by providing written notice to the Office of the Interconnection 
identifying its replacement representative or alternate. Any representative to the Members 
Committee may, by written notice to the Chair, designate a substitute representative from that 
Member to act for him or her with respect to any matter specified in such notice. 

8.3 Meetings. 

8.3.1 Regular and Special Meetings. 

The Members Committee shall hold regular meetings, no less frequently than 
once each calendar quarter at such time and at such place as shall be fixed by the Chair. The 
Members Committee shall hold an Annual Meeting of the Members each calendar year at such 
time and place as shall be specified by the Chair. At the Annual Meeting of the Members, 
Board Members as necessary, officers of the Members Committee, and representatives to the 
Finance Committee shall be elected. The Members Committee may hold special meetings for 
one or more designated purposes within the scope of the authority of the Members Committee 
when called by the Chair on the Chair's own initiative, or at the request of five or more 
representatives on the Members Committee. The notice of a regular or special meeting shall 
be distributed to the representatives as specified in Section 18.13 of this Agreement not later 
than seven days prior to the meeting, shall state the time and place of the meeting, and shall 
include an agenda sufficient to notify the representatives of the substance of matters to be 
considered at the meeting; provided, however, that meetings may be called on shorter notice at 
the discretion of the Chair as the Chair shall deem necessary to deal with an emergency or to 
meet a deadline for action. 

8.3.2 Attendance. 

Regular and special meetings may be conducted in person or by telephone, or 
other electronic means as authorized by the Members Committee. The attendance in person or 
by telephone or other electronic means of a representative or a duly designated substitute shall 
be required in order to vote. 
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S.3.3 Quorum. 

The attendance as specified in Section 8.3.2 of two Voting Members from at 
least three sectors that each have at least five Members shall constitute a quorum. No action 
may be taken by the Members Committee at a meeting unless a quorum is present; provided, 
however, that if a quorum is not present, the Voting Members then present shall have the 
power to adjourn the meeting from time to time until a quorum shall be present. 

S.4 Manner of Acting. 

(a) All matters brought up for a vote or approval by the Members Committee shall 
be stated in the form of a motion, which must be seconded. Only one motion may be pending 
at one time. 

(b) Each Sector shall be entitled to cast one and zero one-hundredths (1.00) Sector 
Votes. Each Voting Member shall be entitled to cast one (1) non-divisible vote in its sector. 
In the case of a Voting Member comprised of Affiliates or Related Parties, any representative, 
alternate or substitute of any of the Affiliated or Related Parties may cast the vote of the 
Voting Member. The Sector Vote of each sector shall be split into an affirmative component 
based on votes for the pending motion, and a negative component based on votes against the 
pending motion, in direct proportion to the votes cast within the sector for and against the 
pending motion, rounded to two decimal places. 

(c) The sum of affirmative Sector Votes necessary to pass the pending motion shall 
be greater than (but not merely equal to) the product of .667 mUltiplied by the number of 
sectors that have at least five Members and that participated in the vote. 

(d) Voting Members not in attendance at the meeting as specified in Section 8.3.2 of 
this Agreement or abstaining shall not be counted as affirmative or negative votes. 

S.S Chair and Vice Chair of the Members Committee. 

S.S.l Selection and Term. 

The representatives or their alternates or substitutes on the Members Committee 
shall elect from among the representatives a Chair and a Vice Chair. The offices of Chair and 
Vice Chair shall be held for a term of one year and until succession to the office occurs as 
specified herein. Except as specified below, at each Annual Meeting of the Members the Vice 
Chair shall succeed to the office of Chair, and a new Vice Chair shall be elected. If the office 
of Chair becomes vacant, or the Chair leaves the employment of the Member for whom the 
Chair is the representative, or the Chair is no longer the representative of such Member, the 
Vice Chair shall succeed to the office of Chair, and a new Vice Chair shall be elected at the 
next regular or special meeting of the Members Committee, both such officers to serve until 
the second Annual Meeting of the Members following such succession or election to a vacant 
office. If the office of Vice Chair becomes vacant, or the Vice Chair leaves the employment of 
the Member for whom the Vice Chair is the representative, or the Vice Chair is no longer the 
representative of such Member, a new Vice Chair shall be elected at the next regular or sQecial 
meeting of the Members Committee. 
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8.5.2 Duties. 

The Chair shall call and preside at meetings of the Members Committee, and 
shall carry out such other responsibilities as the Members Committee shall assign. The Chair 
shall cause minutes of each meeting of the Members Committee to be taken and maintained, 
and shall cause notices of meetings of the Members Committee to be distributed. The Vice 
Chair shall preside at meetings of the Members Committee in the absence of the Chair, and 
shall otherwise act for the Chair at the Chair's request. 

8.6 Other Committees. 

(a) The Members Committee may form, select the membership, and oversee the 
activities, of an Operating Committee, a Planning Committee, and an Energy Market 
Committee as standing committees, and such other committees, subcommittees, task forces, 
working groups or other bodies as it shall deem appropriate, to provide advice and 
recommendations to the Members Committee or to the Office of the Interconnection as directed 
by the Members Committee. 

(b) The Members Committee shall elect representatives to the Alternate Dispute 
Resolution Committee as specified in the PJM Dispute Resolution Procedures. 

8.7 User Groups. 

(a) Any five or more Members sharing a common interest may form a User Group, 
and may invite such other Members to join the User Group as the User Group shall deem 
appropriate. Notification of the formation of a User Group shall be provided to all members of 
the Members Committee. 

(b) The Members Committee shall create a User Group composed of representatives 
of bona fide public interest and environmental organizations that are interested in the activities 
of the LLC and are willing and able to participate in such a User Group. 

(c) Meetings of User Groups shall be open to all Members and the Office of the 
Interconnection. Notices and agendas of meetings of a User Group shall be provided to all 
Members that ask to receive them. 

(d) Any recommendation or proposal for action adopted by affirmative vote of 
three-fourths or more of the members of a User Group shall be circulated by the Office of the 
Interconnection to the representatives on the Members Committee and shall be considered by 
the Members Committee at its next regular meeting occurring not earlier than 30 days after the 
circulation of such notice. 

( e) If the Members Committee does not adopt a recommendation or proposal 
submitted to it by a User Group, upon vote of nine-tenths or more of the members of the User 
Group the recommendation or proposal may be submitted to the PJM Board for its 
consideration in accordance with Section 7.7(v). 

8.8 Powers of the Members Committee. 

The Members Committee, acting by adoption of a motion as specified in Section 8.4, 
shall have the power to take the actions specified in this Agreement, including: 
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i) Elect the members of the PJM Board; 

ii) In accordance with the provisions of Section 18.6 of this Agreement, 
amend any portion of this Agreement, including the Schedules hereto, or 
create new Schedules, and file any such amendments or new Schedules 
with FERC or other regulatory body of competent jurisdiction; 

iii) Terminate this Agreement; and 

iv) Provide advice and recommendations to the PJM Board and the Office of 
the Interconnection. 

9. OFFICERS 

9.1 Election and Term. 

The officers of the LLC shall consist of a President, a Secretary and a Treasurer. The 
PJM Board may elect such other officers as it deems necessary to carry out the business of the 
LLC. All officers shall be elected by the PJM Board and shall hold office until the next annual 
meeting of the PJM Board and until their successors are elected. Any number of offices may 
be held by the same person, except that the offices of the President and Treasurer may not be 
held by the same person. 

9.2 President. 

The PJM Board shall appoint a President and Chief Executive Officer of the LLC (the 
"President"). The President shall direct and supervise the day-to-day operation of the LLC, 
and shall report to the PJM Board. The President shall be responsible for directing and 
supervising the Office of the Interconnection in the performance of the duties and 
responsibilities specified in Section 10.4. The President shall execute bonds, mortgages and 
other contracts requiring a seal, under the seal of the LLC, except where required or permitted 
by law to be otherwise signed and executed and except where the signing and execution thereof 
shall be expressly delegated by the board to some other officer or agent of the LLC. In the 
absence of the President or in the event of his or her inability or refusal to act, and if a vice 
president has been appointed by the PJM Board, the Vice President (or in the event there be 
more than one Vice President, the Vice Presidents in the order designated by the PJM Board in 
its Minutes) shall perform the duties of the President, and when so acting, shall have all the 
powers of and be subject to all the restrictions upon the President. The Vice President shall 
perform such other duties and have such other powers as the PJM Board may from time to 
time prescribe. 

9.3 Secretary. 

The Secretary shall attend all meetings of the PJM Board and record all the proceedings 
of the meetings of the PJM Board in a minute book to be kept for that purpose and shall 
perform like duties for the standing committees or special committees when required. He or 
she shall give, or cause to be given, notice of all special meetings of the PJM Board, and shall 
perform such other duties as may be prescribed by the PJM Board or President, under whose 
supervision he or she shall be. He or she shall have custody of the corporate seal of the LLC, 
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and he or she, or an assistant secretary, shall have authority to affix the same to any instrument 
requiring it and, when so affixed, it may be attested by his or her signature or by the signature 
of such assistant secretary. The PJM Board may give general authority to any other officer to 
affix the seal of the LLC and to attest the affixing by his or her signature. 

9.4 Treasurer. 

The Treasurer shall have or arrange for the custody of the LLC's funds and securities 
and shall keep full and accurate accounts of receipts and disbursements in books belongings to 
the LLC and shall deposit all moneys and other valuable effects in the name and to the credit of 
the LLC in such depositories as may be designated by the PJM Board. The Treasurer shall 
disburse the funds of the LLC as may be ordered by the PJM Board, taking proper vouchers 
for such disbursements, and shall render to the President and PJM Board at its regular 
meetings, or when the PJM Board so requires, an account of his or her transactions as 
Treasurer and of the financial condition of the LLC. If required by the Board, the Treasurer 
shall give the LLC a bond (which shall be renewed periodically) in such sum and with such 
surety or sureties as shall be satisfactory to the PJM Board for the faithful performance of the 
duties of his office and of the restoration to the LLC, in case of his or her death, resignation, 
retirement or removal from office, of all books, papers, vouchers, money and other property 
of whatever kind in his or her possession or under his or her control belonging to the LLC. 

9.5 Renewal of Officers; Vacancies. 

Any officer elected or appointed by the PJM Board may be removed at any time by the 
affirmative vote of a majority of the PJM Board eligible to vote. Any vacancy occurring in 
any office of the LLC shall be filled by the PJM Board. 

9.6 Compensation. 

The salaries of all officers and agents of the LLC, and the reasonable compensation of 
the PJM Board, shall be fixed by the PJM Board. 

10. OFFICE OF THE INTERCONNECTION. 

10.1 Establishment. 

The Office of the Interconnection shall implement this Agreement, administer the PJM 
Tariff, and undertake such other responsibilities as set forth herein. All personnel of the 
Office of the Interconnection shall be employees of the LLC or under contract thereto. The 
cost of the Office of the Interconnection and expenses associated therewith, including salaries 
and expenses of said personnel, space and any necessary facilities or other capital 
expenditures, shall be recovered in accordance with Schedule 3. The Office of the 
Interconnection shall adopt, publish and comply with standards of conduct that satisfy the 
regulations of FERC. 

10.2 Processes and Organization. 

In order to carry out the responsibilities of the Office of the Interconnection for the safe 
and reliable operation of the Interconnection, the President may establish processes and 
organization for operating personnel and facilities as the President shall deem appropriate, and 
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shall request such Members as the President shall deem appropriate to participate in such 
processes and organization. All such processes and organization shall be carried out in 
accordance with all applicable code of conduct or other functional separation requirements of 
FERC. 

10.3 Confidential Information. 

The Office of the Interconnection shall comply with the requirements of Section 18. 17 
with respect to any proprietary or confidential information received from or about any 
Member. 

10.4 Duties and Responsibilities. 

The Office of the Interconnection, under the direction of the President as supervised 
and overseen by the PIM Board, shall carry out the following duties and responsibilities, 111 

accordance with the provisions of this Agreement: 

i) Administer and implement this Agreement; 

ii) Perform such functions in furtherance of this Agreement as the PJM 
Board, acting within the scope of its duties and responsibilities under this 
Agreement, may direct; 

iii) Prepare, maintain, update and disseminate the PIM Manuals; 

iv) Comply with MAAC and NERC operation and planning standards, 
principles and guidelines; 

v) Maintain an appropriately trained workforce, and such equipment and 
facilities, including computer hardware and software and backup power 
supplies, as necessary or appropriate to implement or administer this 
Agreement; 

vi) Direct the operation and coordinate the maintenance of the facilities of 
the Interconnection used for both load and reactive supply, so as to 
maintain reliability of service and obtain the benefits of pooling and 
interchange consistent with this Agreement and the Reliability Assurance 
Agreement; 

vii) Direct the operation and coordinate the maintenance of the bulk power 
supply facilities of the Interconnection with such facilities and systems of 
others not party to this Agreement in accordance with agreements 
between the LLC and such other systems to secure reliability and 
continuity of service and other advantages of pooling on a regional basis; 

viii) Perform interchange accounting and maintain records pertaining to the 
operation of the PJM Interchange Energy Market and the 
Interconnection; 

ix) Notify the Members of the receipt of any application to become a 
Member, and of the action of the Office of the Interconnection on such 
application, including but not limited to the completion of integration of 
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a new Member's system into the PJM Control Area as specified In 

Section 11.6(f); 

x) Calculate the Weighted Interest of each Member; 

xi) Maintain accurate records of the sectors in which each Voting Member is 
entitled to vote, and calculate the results of any vote taken in the 
Members Committee; 

xii) Furnish appropriate information and reports as are required to keep the 
Members regularly informed of the outlook for, the functioning of, and 
results achieved by the Interconnection; 

xiii) File with FERC on behalf of the Members any amendments to this 
Agreement or the Schedules hereto, any new Schedules hereto, and make 
any other regulatory filings on behalf of the Members or the LLC 
necessary to implement this Agreement; 

xiv) At the direction of the PJM Board, submit comments to regulatory 
authorities on matters pertinent to the Interconnection; 

xv) Consult with the standing or other committees established pursuant to 
Section 8.6(a) on matters within the responsibility of the committee; 

xvi) Perform operating studies of the bulk power supply facilities of the 
Interconnection and make such recommendations and initiate such 
actions as may be necessary to maintain reliable operation of the 
Interconnection; 

xvii) Accept, on behalf of the Members, notices served under this Agreement; 

xviii) Perform those functions and undertake those responsibilities transferred 
to it under the Transmission Owners Agreement, including (A) direct the 
operation of the transmission facilities of the parties to the Transmission 
Owners Agreement, (B) administer the PJM Tariff, and (C) administer 
the Regional Transmission Expansion Planning Protocol set forth as 
Schedule 6 to this Agreement. 

xix) Perform those functions and undertake those responsibilities transferred 
to it under the Reliability Assurance Agreement, as specified in Schedule 
8 of this Agreement. 

xx) Monitor the operation of the PJM Control Area, ensure that appropriate 
Emergency plans are in place and appropriate Emergency drills are 
conducted, declare the existence of an Emergency, and direct the 
operations of the Members as necessary to manage, alleviate or end an 
Emergency; 

xxi) Incorporate the grid reliability requirements applicable to nuc\e"ll1 
generating units in the PJM Control Area planning and operating 
principles and practices; and 
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xxii) Initiate such legal or regulatory proceedings as directed by the PJM 
Board to enforce the obligations of this Agreement. 

11. MEMBERS 

11.1 Management Rights. 

The Members or any of them shall not take part in the management of the business of, 
and shall not transact any business for, the LLC in their capacity as Members, nor shall they 
have power to sign for or to bind the LLC. 

11.2 Other Activities. 

Except as otherwise expressly provided herein, any Member may engage in or possess 
any interest in another business or venture of any nature and description, independently or with 
others, even if such activities compete directly with the business of the LLC, and neither the 
LLC nor any Member hereof shall have any rights in or to any such independent ventures or 
the income or profits derived therefrom. 

11.3 Member Responsibilities. 

11.3.1 General. 

To facilitate and provide for the work of the Office of the Interconnection and of 
the several committees appointed by the Members Committee, each Member shall, to the 
extent applicable; 

(a) Maintain adequate records and, subject to the provisions of this 
Agreement for the protection of the confidentiality of proprietary or commercially sensitive 
information, provide data required for (i) coordination of operations, (ii) accounting for all 
interchange transactions, (iii) preparation of required reports, (iv) coordination of planning, 
including those data required for capacity accounting, (v) preparation of maintenance 
schedules, (vi) analysis of system disturbances, and (vii) such other purposes, including those 
set forth in Schedule 2, as will contribute to the reliable and economic operation of the 
Interconnection; 

(b) Provide such recording, telemetering, communication and control 
facilities as are required for the coordination of its operations with the Office of the 
Interconnection and those of the other Members and to enable the Office of the Interconnection 
to operate the PIM Control Area and otherwise implement and administer this Agreement, 
including equipment required in normal and Emergency operations and for the recording and 
analysis of system disturbances; 

(c) Provide adequate and properly trained personnel to (i) permit 
participation in the coordinated operation of the Interconnection, (ii) meet its obligation on a 
timely basis for supply of records and data, (iii) serve on committees and participate in their 
investigations, and (iv) share in the representation of the Interconnection in illlt:r-rcgiooa\ '/.\\.<1 

national reliability activities; 
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(d) Share in the costs of committee activities and investigations (including 
costs of consultants, computer time and other appropriate items), communication facilities used 
by all the Members (in addition to those provided in the Office of the Interconnection), and 
such other expenses as are approved for payment by the PJM Board, such costs to be 
recovered as provided in Schedule 3; 

(e) Comply with the requirements of the PJM Manuals and all directives of 
the Office of the Interconnection to take any action for the purpose of managing, alleviating or 
ending an Emergency, and authorize the Office of the Interconnection to direct the transfer or 
interruption of the delivery of energy on their behalf to meet an Emergency and to implement 
agreements with other Control Areas interconnected with the PJM Control Area for the mutual 
provision of service to meet an Emergency, and be subject to the emergency procedure charges 
specified in Schedule 9 of this Agreement for any failure to follow the Emergency instructions 
of the Office of the Interconnection. 

11.3.2 Facilities Planning and Operation. 

Consistent with and subject to the requirements of this Agreement, the PJM 
Tariff, the MAAC Agreement, the Reliability Assurance Agreement, the Transmission Owners 
Agreement, and the PJM Manuals, each Member shall cooperate with the other Members in 
the coordinated planning and operation of the facilities of its System within the PJM Control 
Area so as to obtain the greatest practicable degree of reliability, compatible economy and 
other advantages from such coordinated planning and operation. In furtherance of such 
cooperation each Member shall, as applicable: 

(a) Consult with the other Members and the Office of the Interconnection, 
and coordinate the installation of its electric generation and Transmission Facilities with those 
of such other Members so as to maintain reliable service in the PJM Control Area; 

(b) Coordinate with the other Members, the Office of the Interconnection 
and with others in the planning and operation of the regional facilities to secure a high level of 
reliability and continuity of service and other advantages; 

(c) Cooperate with the other Members and the Office of the Interconnection 
in the implementation of all policies and procedures established pursuant to this Agreement for 
dealing with Emergencies, including but not limited to policies and procedures for maintaining 
or arranging for a portion of a Member's Capacity Resources at least equal to the level 
established pursuant to the Reliability Assurance Agreement to have the ability to go from a 
shutdown condition to an operating condition and start delivering power without assistance 
from the power system; 

(d) Cooperate with the members of MAAC to augment the reliability of the 
bulk power supply facilities of the region and comply with MAAC and NERC operating and 
planning standards, principles and guidelines and the PJM Manuals; 

(e) Obtain or arrange for transmission service as appropriate to carry out 
(ltis Agreement; 

(D Cooperate with the Office of the Interconnection's coordination of the 
operating and maintenance schedules of the Member's generating and Transmission Facilities 
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with the facilities of other Members to maintain reliable service to its own customers and those 
of the other Members and to obtain economic efficiencies consistent therewith; 

(g) Cooperate with the other Members and the Office of the Interconnection 
in the analysis, formulation and implementation of plans to prevent or eliminate conditions that 
impair the reliability of the Interconnection; and 

(h) Adopt and apply standards adopted pursuant to this Agreement and 
conforming to MAAC and NERC standards, principles and guidelines and the PJM Manuals, 
for system design, equipment ratings, operating practices and maintenance practices. 

11.3.3 Electric Distributors. 

In addition to any of the foregoing responsibilities that may be applicable, each 
Member that is an Electric Distributor, whether or not that Member votes in the Members 
Committee in the Electric Distributor sector or meets the eligibility requirements for any other 
sector of the Members Committee, shall: 

(a) Accept, comply with or be compatible with all standards applicable 
within the PJM Control Area with respect to system design, equipment ratings, operating 

- practices and maintenance practices as set forth in the PJM Manuals, or be subject to an 
interconnected Member's requirements relating to the foregoing, so that sufficient electrical 
equipment, control capability, information and communication are available to the Office of the 
Interconnection for planning and operation of the PJM Control Area; 

-
-

(b) Assure the continued compatibility of its local system energy 
management system monitoring and telecommunications systems to satisfy the technical 
requirements of interacting automatically or manually with the Office of the Interconnection as 
it directs the operation of the PJM Control Area; 

(c) Maintain or arrange for a portion of its connected load to be subject to 
control by automatic underfrequency, under-voltage, or other load-shedding devices at least 
equal to the levels established pursuant to the Reliability Assurance Agreement, or be subject 
to another Member's control for these purposes; 

(d) Provide or arrange for sufficient reactive capability and voltage control 
facilities to conform to Good Utility Practice and (i) to meet the reactive requirements of its 
system and customers and (ii) to maintain adequate voltage levels and the stability required by 
the bulk power supply facilities of the Interconnection; 

(e) Shed connected load, share Capacity Resources, initiate active load 
management programs, and take such other coordination actions as may be necessary in 
accordance with the directions of the Office of the Interconnection in Emergencies; 

(t) Maintain or arrange for a portion of its Capacity Resources at least equal 
to the level established pursuant to the Reliability Assurance Agreement to have the ability to 
go from a shutdown condition to an operating condition and start delivering power without 
assistance from the \,()wer system; 

(g) Provide or arrange through another Member for the services of a 24-
hour local control center to coordinate with the Office of the Interconnection, each such control 
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center to be furnished with appropriate telemetry equipment as specified in the PJM Manuals, 
and to be staffed by system operators trained and delegated sufficient authority to take any 
action necessary to assure that the system for which the operator is responsible is operated in a 
stable and reliable manner; 

(h) Provide to the Office of the Interconnection all System, accounting, 
customer tracking, load forecasting and other data necessary or appropriate to implement or 
administer this Agreement or the Reliability Assurance Agreement; and 

(i) Comply with the underfrequency relay obligations and charges specified 
in Schedule 7 of this Agreement. 

11.3.4 Reports to the Office of the Interconnection. 

Each Member shall report as promptly as possible to the Office of the 
Interconnection any changes in its operating practices and procedures relating to the reliability 
of the bulk power supply facilities of the Interconnection. The Office of the Interconnection 
shall review such reports, and if any change in an operating practice or procedure of the 
Member is not in accord with the established operating principles, practices and procedures for 
the Interconnection and such change adversely affects the Interconnection and regional 
reliability, it shall so inform such Member, and the other Members through their representative 
on the Operating Committee, and shall direct that such change be modified to conform to the 
established operating principles, practices and procedures. 

11.4 Regional Transmission Expansion Planning Protocol. 

The Members shall participate in regional transmission expansion planning in 
accordance with the Regional Transmission Expansion Planning Protocol set forth in Schedule 
6 to this Agreement. 

11.5 Member Right to Petition. 

(a) Nothing herein shall deprive any Member of the right to petition FERC to 
- modify any provision of this Agreement or any Schedule or practice hereunder that the 

petitioning Member believes to be unjust, unreasonable, or unduly discriminatory under 
Section 206 of the Federal Power Act, subject to the right of any other Member (a) to oppose 
said proposal, or (b) to withdraw from the LLC pursuant to Section 4.1. 

(b) Nothing herein shall be construed as affecting in any way the right of the 
Members, acting pursuant to a vote of the Members Committee as specified in Section 8.4, 
unilaterally to make an application to FERC for a change in any rate, charge, classification, 
tariff or service, or any rule or regulation related thereto, under section 205 of the Federal 

- Power Act and pursuant to the rules and regulations promulgated by FERC thereunder, subject 
to the right of any Member that voted against such change in any rate, charge, classification, 
tariff or service, or any rule or regulation related thereto, in intervene in opposition to any 
such application. 

(c) Notu1ng 1n tU1S Agreement shall preclude those Members joining in (ile proposa) 
to utilize Locational Marginal Prices to deal with transmission congestion from (i) filing 
amendments to the Agreement necessary to implement the use of Locational Marginal Prices in 
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the PJM Control Area in accordance with such orders or other directives as may be issued by 
FERC relating thereto, or (ii) implementing the provisions of Sections 1.7.21 and 5.2.2(d) of 
Schedule 1 to this Agreement, without further authorization or approval by the Members 
Committee. 

11.6 Membership Requirements. 

(a) To qualify as a Member, an entity shall: 

i) Be a Transmission Owner within the PJM Control Area or an Eligible 
Customer under the PJM Tariff; 

ii) If not a Transmission Owner, be a Generation Owner, an Other Supplier, 
an Electric Distributor, or an End-Use Consumer; 

iii) Be engaged in buying, selling or transmitting electric energy in or 
through the Interconnection or have a good faith intent to do so; and 

iv) Accept the obligations set forth in this Agreement. 

(b) Certain Members that are Load Serving Entities are parties to the Reliability 
Assurance Agreement. Upon becoming a Member, any entity that is a Load Serving Entity 
and that wishes to become a Market Buyer shall also simultaneously execute the Reliability 
Assurance Agreement. 

(c) An entity that wishes to become a party to this Agreement shall apply, in 
writing, to the President setting forth its request, its qualifications for membership, its 
agreement to supply data as specified in this Agreement, its agreement to pay all costs and 
expenses in accordance with Schedule 3, and providing all information specified pursuant to 
the Schedules to this Agreement for entities that wish to become Market Participants. Any 
such application that meets all applicable requirements shall be approved by the President 
within sixty (60) days, 

(d) Nothing in this Section 11 is intended to remove, in any respect, the choice of 
participation by other utility companies or organizations in the operation of the Interconnection 
through inclusion in the System of a Member. 

(e) An entity whose application is accepted by the President pursuant to Section 
1 L6(c) shall execute a supplement to this Agreement in substantially the form prescribed in 
Schedule 4, which supplement shall be countersigned by the President and tendered for filing 
with FERC by the President. The entity shall become a Member effective on the date specified 
by FERC when accepting the supplement for filing. 

(f) Entities whose applications contemplate expansion or rearrangement of the PJM 
Control Area may become Members promptly as described in Sections 11.6(c) and 11.6(e) 
above, but the integration of the applicant's system into all of the operation and accounting 
provisions of this Agreement and the Reliability Assurance Agreement shall occur only after 
completion of all required installations and modifications of metering, communications, 
computer programming, and other necessary and appropriate facilities and procedures, as 
determined by the Office of the Interconnection. The Office of the Interconnection shall notify 
the other Members when such integration has occurred. 
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12. TRANSFERS OF MEMBERSHIP INTEREST 

The rights and obligations created by this Agreement shall inure to and bind the 
successors and assigns of such Member; provided, however, that the rights and obligations of 
any Member hereunder shall not be assigned without the approval of the Members Committee 
except as to a successor in operation of a Member's electric operating properties by reason of a 
merger, consolidation, reorganization, sale, spinoff, or foreclosure, as a result of which 
substantially all such electric operating properties are acquired by such a successor, and such 
successor becomes a Member. 

13. INTERCHANGE 

13.1 Interchange Arrangements with Non-Members. 

Any Member may enter into interchange arrangements with others who are not 
Members with respect to the delivery or receipt of capacity and energy to fulfill its obligations 
hereunder or for any other purpose, subject to the standards and requirements established in or 
pursuant to this Agreement. 

13.2 Energy Market. 

The Office of the Interconnection shall administer an efficient energy market within the 
Interconnection, to be known as the PIM Interchange Energy Market, in which Members may 
buy and sell energy. The Office of the Interconnection will schedule in advance and dispatch 
generation on the basis of least-cost, security-constrained dispatch and the prices and operating 
characteristics offered by sellers within and into the Interconnection, continuing until sufficient 
generation is dispatched to serve the energy purchase requirements of the Interconnection and 
buyers out of the Interconnection, as well as the requirements of the Interconnection for 
ancillary services provided by such generation. Scheduling and dispatch shall be conducted in 
accordance with applicable schedules to the PIM Tariff and the Schedules to this Agreement. 

14. METERING 

14.1 Installation, Maintenance and Reading of Meters. 

The quantities of electric energy involved in determination of the amounts of the billing 
rendered hereunder shall be ascertained by means of meters installed, maintained and read 
either at the expense of the party on whose premises the meters are located or as otherwise 
provided for by agreement between the parties concerned. 

14.2 Metering Procedures. 

Procedures with respect to maintenance, testing, calibrating, correction and registration 
records, and precision tolerance of all metering equipment shall be in accordance with Good 
Utility Practice. The expense of testing any meter shall be borne by the party owning such 
meter, except that when a meter tested upon request of another party is found to register within 
the established tolerance the party making the request shall bear the expense of such test. 

29 



• 

• 

• 

14.3 Integrated Megawatt-Hours 

All metering of energy required herein shall be the integration of megawatt hours in the 
clock hour, and the quantities thus obtained shall constitute the megawatt load for such clock 
hour; provided, however, that adjustment shall be made for other contractual obligations of 
any Member as may be required to determine the quantity to be accounted for hereunder, and 
for transmission losses. 

14.4 Meter Locations. 

The meter locations to be used by the Members in determining their energy transactions 
on the Interconnection shall be as reasonably determined from time to time by the Member or 
the Office of the Interconnection. 

15. ENFORCEMENT OF OBLIGATIONS 

15.1 Failure to Meet Obligations. 

15.1.1 Termination of Market Buyer Rights. 

The Office of the Interconnection shall terminate a Market Buyer's right to 
make purchases from the PIM Interchange Energy Market if it determines that the Market 
Buyer does not continue to meet the obligations set forth in this Agreement, provided that the 
Office of the Interconnection has notified the Market Buyer of any such deficiency and 
afforded the Market Buyer a reasonable opportunity to cure it. The Office of the 
Interconnection shall reinstate a Market Buyer's right to make purchases from the PIM 
Interchange Energy Market upon demonstration by the Market Buyer that it has come into 
compliance with the obligations set forth in this Agreement. 

15.1.2 Termination of Market Seller Rights. 

The Office of the Interconnection shall not accept offers from a Market Seller 
that has not complied with the prices, terms, or operating characteristics of any of its prior 
scheduled transactions in the PIM Interchange Energy Market, unless such Market Seller has 
taken appropriate measures to the satisfaction of the Office of the Interconnection to ensure 
future compliance. 

15.1.3 Payment of Bills. 

(a) A Member shall make full and timely payment, in accordance with the 
terms specified by the Office of the Interconnection, of all bills rendered in connection with 
transactions in the PJM Interchange Energy Market or other services performed by the Office 
of the Interconnection, notwithstanding any disputed amount, but any such payment shall not 
be deemed a waiver of any right with respect to such dispute. Any Member that fails to make 
such payment, or otherwise fails to meet its financial or other obligations to a Member, the 
Office of the Interconnection or the LLC under this Agreement, shall upon expiration of the 30 
day period specified below be in default. If the Office of the Interconnection concilJdes, lipon 
its own initiative or the recommendation of or complaint by the Members Committee or any 
Member, that a Member is in breach of any obligation under this Agreement, the Office of the 
Interconnection shall so notify such Member and inform all other Members. The notified 
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Member may remedy such asserted breach by: (i) paying all amounts assertedly due, along 
with interest on such amounts calculated in accordance with the methodology specified for 
interest on refunds in FERC's regulations at 18 C.F.R. § 35.l9a(a)(2)(iii); and (ii) 
demonstration to the satisfaction of the Office of the Interconnection that the Member has taken 
appropriate measures to meet any other obligation of which it was deemed to be in breach; 
provided, however, that any such payment or demonstration may be subject to a reservation of 
rights, if any, to subject such matter to the PJM Dispute Resolution Procedures; and provided, 
further, that any such determination by the Office of the Interconnection may be subject to 
review by the PJM Board upon request of the Member involved or the Office of the 
Interconnection. If a Member has not remedied a breach by the 30th day following receipt of 
the Office of the Interconnection's notice, or receipt of the PJM Board's decision on review, if 
applicable, then the Member shall be in default and, in addition to such other remedies as may 
be available to the LLC: 

i) A defaulting Market Participant shall be precluded from buying or 
selling energy in the PJM Interchange Energy Market until the default is 
remedied as set forth above. 

ii) A defaulting Member shall not be entitled to participate in the activities 
of any committee or other body established by the Members Committee 
or the Office of the Interconnection. 

iii) A defaulting Member shall not be entitled to vote on the Members 
Committee or any other committee or other body established pursuant to 
this Agreement. 

15.2 Enforcement of Obligations. 

If the Office of the Interconnection sends a notice to the PJM Board that a Member has 
failed to perform an obligation under this Agreement, the PJM Board shall initiate such action 
against such Member to enforce such obligation as the PJM Board shall deem appropriate. 
Subject to the procedures specified in Section 15.1, a Member's failure to perform such 
obligation shall be deemed to be a default under this Agreement. In order to remedy a default, 
but without limiting any rights the LLC may have against the defaulting Member, the PJM 
Board may assess against, and collect from, the Members not in default, in proportion to their 
Weighted Interest, an amount equal to the amount that the defaulting Member has failed to pay 
to the Office of the Interconnection, along with appropriate interest, but such assessment shall 
in no way relieve the defaulting Member of its obligations, and shall confer upon the Members 
Committee the right to recover the assessed amounts from the defaulting Member. In addition 
to any amounts in default, the defaulting Member shall be liable to the LCC for reasonable 
costs incurred in enforcing the defaulting Member's obligations. 

15.3 Obligations to a Member in Default. 

The Members have no continuing obligation to provide the benefits of interconnected 
operations to a Member in default. 
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15.4 Obligations of a Member in Default. 

A Member found to be in default shall take all possible measures to mitIgate the 
continued impact of the default on the Members not in default, including, but not limited to, 
loading its own generation to supply its own load to the maximum extent possible. 

15.5 No Implied Waiver. 

A failure of a Member, the PJM Board, or the LLC to insist upon or enforce strict 
performance of any of the provisions of this Agreement shall not be construed as a waiver or 
relinquishment to any extent of such entity's right to assert or rely upon any such provisions, 
rights and remedies in that or any other instance; rather, the same shall be and remain in full 
force and effect. 

16. LIABILITY AND INDEMNITY 

16.1 Members. 

(a) As between the Members, except as may be otherwise agreed upon between 
individual Members with respect to specified interconnections, each Member will indemnify 
and hold harmless each of the other Members, and its directors, officers, employees, agents, or 
representatives, of and from any and all damages, losses, claims, demands, suits, recoveries, 
costs and expenses (including all court costs and reasonable attorneys' fees), caused by reason 
of bodily injury, death or damage to property of any third party, resulting from or attributable 
to the fault, negligence or willful misconduct of such Member, its directors, ofticers, 
employees, agents, or representatives, or resulting from, arising out of, or in any way 
connected with the performance of its obligations under this Agreement, excepting only, and to 
the extent, such cost, expense, damage, liability or loss may be caused by the fault, negligence 
or willful misconduct of any other Member. The duty to indemnify under this Agreement will 
continue in full force and effect notwithstanding the expiration or termination of this 
Agreement or the withdrawal of a Member from this Agreement, with respect to any loss, 
liability, damage or other expense based on facts or conditions which occurred prior to such 
termination or withdrawal. 

(b) The amount of any indemnity payment arising hereunder shall be reduced 
(including, without limitation, retroactively) by any insurance proceeds or other amounts 
actually recovered by the Member seeking indemnification in respect of the indemnified action, 
claim, demand, costs, damage or liability. If any Member shall have received an indemnity 
payment for an action, claim, demand, cost, damage or liability and shall subsequently actually 
receive insurance proceeds or other amounts for such action, claim, demand, cost, damage or 
liability, then such Member shall pay to the Member that made such indemnity payment the 
lesser of the amount of such insurance proceeds or other amounts actually received and 
retained or the net amount of the indemnity payments actually received previously. 

16.2 LLC Indemnified Parties. 

(a) The LLC will indemnify and hold harmless the PJM Board, the LLC's officers, 
employees and agents, and any representatives of the Members serving on the Members 
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Committee and any other committee created under Section 8 of this Agreement (all such Board 
Members, officers, employees, agents and representatives for purposes of this Section 16 being 
referred to as "LLC Indemnified Parties"), of and from any and all actions, claims, demands, 
costs (including consequential or indirect damages, economic losses and all court costs and 
reasonable attorneys' fees) and liabilities to any third parties, arising from, or in any way 
connected with, the performance of the LLC under this Agreement, or the fact that such LLC 
Indemnified Party was serving in such capacity, except to the extent that such action, claim, 
demand, cost or liability results from the willful misconduct of any LLC Indemnified Party 
with respect to participation in the misconduct. To the extent any dispute arises between any 
Member and the LLC arising from, or in any way connected with, the performance of the LLC 
under this Agreement, the Member and the LLC shall follow the PJM Dispute Resolution 
Procedures. To the extent that any such action, claim, demand, cost or liability arises from a 
Member's contractual or other obligation to provide electric service directly or indirectly to 
said third party, which obligation to provide service is limited by the terms of any tariff, 
service agreement, franchise, statute, regulatory requirement, court decision or other limiting 
provision, the Member designates the LLC and each LLC Indemnified Party a beneficiary of 
said limitation. 

(b) An LLC Indemnified Party shall not be personally liable for monetary damages 
for any breach of fiduciary duty by such LLC Indemnified Party, except that an LLC 
Indemnified Party shall be liable to the extent provided by applicable law (i) for acts or 
omissions not in good faith or that involve intentional misconduct or a knowing violation of 
law, or (ii) for any transaction from which the LLC Indemnified Party derived an improper 
personal benefit. Notwithstanding (i) and (ii), indemnification shall be made in respect of any 
claim, issue or matter as to which such person shall have been adjudged to be liable to the LLC 
if and to the extent that the court in which such action or suit was brought shall determine upon 
application that, despite the adjudication of liability but in view of all the circumstances of the 
case, such person is fairly and reasonably entitled to indemnity for such expenses which such 
court shall deem proper. If applicable law is hereafter construed or amended to authorize the 
further elimination or limitation of the liability of LLC Indemnified Parties, then the liability of 
the LLC Indemnified Parties, in addition to the limitation on personal liability provided herein, 
shall be limited to the fullest extent permitted by law. No amendment to or repeal of this 
section shall apply to or have any effect on the liability or alleged liability of any LLC 
Indemnified Party or with respect to any acts or omissions occurring prior to such amendment 
or repeal. The termination of any action, suit or proceeding by judgment, order, settlement, 
conviction, or upon a plea of nolo contendere or its equivalent, shall not, of itself, create a 
presumption that the person did not act in good faith and in a manner which such person 
reasonably believed to be in or not opposed to the best interests of the LLC, and with respect 
to any criminal action or proceeding, had reasonable cause to believe that his or her conduct 
was unlawful. 

(c) The LLC may pay expenses incurred by an LLC Indemnified Party in defending 
a civil, criminal, administrative or investigative action, suit or proceeding in advance of the 
final disposition of such action, suit or proceeding upon receipt of an undertaking by or on 
behalf of such LLC Indemnified Party to repay such amount if it shall ultimately he determined 
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that such LLC Indemnified Party is not entitled to be indemnified by the LLC as authorized in 
this Section. 

(d) In the event the LLC incurs liability under this Section 16.2 that is not 
adequately covered by insurance, such amounts shall be recovered pursuant to the PJM Tariff 
as provided in Schedule 3 of this Agreement. 

16.3 Worker' Compensation Claims. 

Each Member shall be solely responsible for all claims of its own employees, agents 
and servants growing out of any Worker's Compensation Law. 

16.4 Limitation of Liability. 

No Member or its directors, officers, employees, agents, or representatives shall be 
liable to any other Member or its directors, officers, employees, agents, or representatives, 
whether liability arises out of contract, tort (including negligence), strict liability, or any other 
cause of or form of action whatsoever, for any indirect, incidental, consequential, special or 
punitive cost, expense, damage or loss, including but not limited to loss of profits or revenues, 
cost of capital of financing, loss of goodwill or cost of replacement power, arising from such 

_ Member's performance or failure to perform any of its obligations under this Agreement or the 
ownership, maintenance or operation of its System; provided, however, that nothing herein 
shall be deemed to reduce or limit the obligations of any Member with respect to the claims of 
persons or entities that are not parties to this Agreement. 

-
-

16.5 Resolution of Disputes. 

To the extent any dispute arises between one or more Members regarding any issue 
covered by this Agreement, the Members shall follow the dispute resolution procedures set 
forth in the PJM Dispute Resolution Procedures. 

16.6 Gross Negligence or Willful Misconduct. 

Neither the LLC nor the LLC Indemnified Parties shall be liable to the Members or any 
of them for any claims, demands or costs arising from, or in any way connected with, the 
performance of the LLC under this Agreement other than actions, claims or demands based on 
gross negligence or willful misconduct; provided, however, that nothing herein shall limit or 
reduce the obligations of the LLC to the Members or any of them under the express terms of 
this Agreement or the PJM Tariff, including, but not limited to, those set forth in Sections 6.2 
and 6.3 of this Agreement. 

16.7 Insurance. 

The PJM Board shall be authorized to procure insurance against the risks borne by the 
LLC and the LLC Indemnified Parties, the cost of which shall be treated as a cost and expense 
of the LLC. 
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17. MEMBER REPRESENTATIONS, WARRANTIES AND COVENANTS 

17.1 Representations and Warranties. 

Each Member makes the following representations and warranties to the LLC and each 
other Member, as of the Effective Date or such later date as such Member shall become 
admitted as a Member of the LLC. 

17.1.1 Organization and Existence. 

Such Member is an entity duly organized, validly existing and in good standing 
under the laws of the state of its organization. 

17.1.2 Power and Authority. 

Such Member has the full power and authority to execute, deliver and perform 
this Agreement and to carry out the transactions contemplated hereby. 

17.1.3 Authorization and Enforceability. 

The execution and delivery of this Agreement by such Member and the 
performance of its obligations hereunder have been duly authorized by all requisite action on 
the part of the Member, and do not conflict with any applicable law or with any other 
agreement binding upon the Member. The Agreement has been duly executed and delivered 
by such Member and constitutes the legal, valid and binding obligation of such Member, 
enforceable against it in accordance with the terms thereof, except insofar as such 
enforceability may be limited by applicable bankruptcy, insolvency, reorganization, fraudulent 
conveyance, moratorium or other similar laws affecting the enforcement of creditors' rights 
generally, and to general principles of equity whether such principles are considered in 
proceedings in law or in equity. 

17.1.4 No Government Consents. 

No authorization, consent, approval or order of, notice to or registration, 
qualification, declaration or filing with, any governmental authority is required for the 
execution, delivery and performance by such Member of this Agreement or the carrying out by 
such Member of the transactions contemplated hereby other than such authorization, consent, 
approval or order of, notice to or registration, qualification, declaration or filing that is 
pending before such governmental authority. 

17.1.5 No Conflict or Breach. 

None of the execution, delivery and performance by such Member of this 
Agreement, the compliance with the terms and provisions hereof and the carrying out of the 
transactions contemplated hereby, conflicts or will conflict with or will result in a breach or 
violation of any of the terms, conditions or provisions of any law, governmental rule or 
regulation or the charter documents or bylaws of such Member or any applicable order, writ, 
injunction, judgment or decree of any court or governmental authority against such Member or 
hy ~'n\c'n it I)t an)' of its properties, is bound, or any loan agreement, indenture, mortgage, 
bond, note, resolution, contract or other agreement or instrument to which such Member is a 
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party or by which it or any of its properties is bound, or constitutes or will constitute a default 
thereunder or will result in the imposition of any lien upon any of its properties. 

17.1.6 No Proceedings. 

There are no actions at law, suits in equity, proceedings or claims pending or, to 
the knowledge of the Member, threatened against the Member before any federal, state, 
foreign or local court, tribunal or government agency or authority that might materially delay, 
prevent or hinder the performance by the Member of its obligations hereunder. 

17.2 Municipal Electric Systems. 

Any provisions of Section 17.1 notwithstanding, if any Member that is a municipal 
electric system believes in good faith that the provisions of Sections 5.1(b) and 16.1 of this 
Agreement may not lawfully be applied to that Member under applicable state law governing 
municipal activities, the Member may request a waiver of the pertinent provisions of the 
Agreement. Any such request for waiver shall be supported by an opinion of counsel for the 
Member to the effect that the provision of the Agreement as to which waiver is sought may not 
lawfully be applied to the Member under applicable state law. The PJM Board shall have the 
right to have the opinion of the Member's counsel reviewed by counsel to the LLC. If the 
PJM Board concludes that either or both of Sections 5.1(b) and 16.1 of this Agreement may 
not lawfully be applied to a municipal electric system Member, it shall waive the application of 
the affected provision or provisions to such municipal Member. Any Member not permitted 
by law to indemnify the other Members shall not be indemnified by the other Members. 

17.3 Survival. 

All representations and warranties contained in this Section 17 shall survive the 
execution and delivery of this Agreement. 

IS. MISCELLANEOUS PROVISIONS 

IS. 1 Transmission Owners Rights. 

Neither the PJM Board nor the Members Committee shall take any action which has the 
effect of modifying or limiting the following rights and obligations of Transmission Owners, 
which are hereby reserved to the Transmission Owners; provided, however, that the rights and 
obligations of the Transmission Owners set forth below shall be exercised in a manner 
consistent with applicable obligations under the Federal Power Act and FERC's rules and 
regulations thereunder: 

(a) The right at any time of Transmission Owners individually or collectively to file 
pursuant to Section 205 of the Federal Power Act for any change in rates and charges for 
transmission or an ancillary service that it deems necessary to recover its transmission revenue 
requirements for providing service under the PIM Tariff. 

(bl The right of Transmission Owners individually or collectively to adopt and 
implement procedures to protect their electric facilities from physical damage or to prevent 
injury or damage to persons or property. 
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(c) The right of Transmission Owners individually or collectively to build, acquire, 
sell, dispose, retire, merge or otherwise transfer or convey all or any part of its or their assets, 
including but not limited to any Transmission Facilities, such right to include, but not be 
limited to, the right, individually or collectively, to terminate the relationship with the LLC in 
connection with the creation of a transmission company to own and/or operate the 
Transmission Facilities of the Transmission Owners or any of them. 

(d) The ability of Transmission Owners individually or collectively to take whatever 
actions it or they deem necessary to fulfill its or their obligations under local, state or federal 
law. 

(e) The right of any Transmission Owner to withdraw from this Agreement in 
accordance with its provisions. 

18.2 Fiscal and Taxable Year. 

The fiscal year and taxable year of the LLC shall be the calendar year. 

18.3 Reports. 

Each year prior to the Annual Meeting of the Members, the PJM Board shall cause to 
be prepared and distributed to the Members a report of the LLC's activities since the prior 
report. 

18.4 Bank Accounts; Checks, Notes and Drafts. 

(a) Funds of the LLC shall be deposited in an account or accounts of a type, in 
form and name and in a bank(s) or other financial institution(s) which are participants in 
federal insurance programs as selected by the PJM Board. The PJM Board shall arrange for 
the appropriate conduct of such accounts. Funds may be withdrawn from such accounts only 
for bona fide and legitimate LLC purposes and may from time to time be invested in such 
short-term securities, money market funds, certificates of deposit or other liquid assets as the 
PJM Board deems appropriate. All checks or demands for money and notes of the LLC shall 
be signed by any officer or by any other person designated by the PJM Board. 

(b) The Members acknowledge that the PJM Board may maintain LLC funds in 
accounts, money market funds, certificates of deposit, other liquid assets in excess of the 
insurance provided by the Federal Deposit Insurance Corporation, or other depository 
insurance institutions and that the PJM Board shall not be accountable or liable for any loss of 
such funds resulting from failure or insolvency of the depository institution. 

(c) Checks, notes, drafts and other orders for the payment of money shall be signed 
by such persons as the PJM Board from time to time may authorize. When the PJM Board so 
authorizes, the signature of any such person may be a facsimile. 

18.5 Books and Records. 

(a) At all times during the term of the LLC, the PJM Board shall keep, or cause to 
be kept, full and accurate books of account, records and supporting documents, which ."hall 
reflect, completely, accurately and in reasonable detail, each transaction of the LLC. The 
books of account shall be maintained and tax returns prepared and filcd on the mcthod of 
accounting determined by the PJM Board. The books of account, records and all documents 
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and other writings of the LLC shall be kept and maintained at the principal office of the 
Interconnection. 

(b) The PJM Board shall cause the Office of the Interconnection to keep at its 
principal office the following: 

i) A current list in alphabetical order of the full name and last known 
business address of each Member, the Weighted Interest of each 
Member, and the Members Committee sector of each Voting Memher; 

ii) A copy of the Certificate of Formation and the Certificate of Conversion, 
and all Certificates of Amendment thereto; 

iii) Copies of the LLC's federal, state, and local income tax returns and 
reports, if any, for the three most recent years; and 

iv) Copies of the Operating Agreement, as amended, and of any financial 
statements of the LLC for the three most recent years. 

18.6 Amendment. 

(a) Except as provided by law or otherwise set forth herein, this Agreement, 
including any Schedule hereto, may be amended, or a new Schedule may be created, only 
upon: (i) submission of the proposed amendment to the PJM Board for its review and 
comments; (ii) approval of the amendment or new Schedule by the Members Committee, after 
consideration of the comments of the PJM Board, in accordance with Section 8.4, or written 
agreement to an amendment of all Members not in default at the time the amendment is agreed 
upon; and (iii) approval and/or acceptance for filing of the amendment by FERC and any other 
regulatory body with jurisdiction thereof as may be required by law. If and as necessary, the 
Members Committee may file with FERC or other regulatory body of competent jurisdiction 
any amendment to this Agreement or to its Schedules or a new Schedule not filed by the Office 
of the Interconnection. 

(b) Notwithstanding the foregoing, an applicant eligible to become a Member in 
accordance with the procedures specified in this Agreement shall become a Member by 
executing a counterpart of this Agreement without the need for amendment of this Agreement 
or execution of such counterpart by any other Member. 

(c) Each of the following fundamental changes to the LLC shall require or be 
deemed to require an amendment to this Agreement and shall require the prior approval of 
FERC: 

i) Adoption of any plan of merger or consolidation; 

ii) Adoption of any plan of sale, lease or exchange of assets relating to all, 
or substantially all, of the property and assets of the LLC; 

iii) Adoption of any plan of division relating to the division of the LLC into 
two or more corporations or other legal entities; 

iv) Adoption of any plan relating to the conversion of the LLC into a stock 
corporation; 
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v) Adoption of any proposal of voluntary dissolution; or 

vi) Taking any action which has the purpose or effect of the adoption of any 
plan or proposal described in items (i), (ii), (iii), (iv) or (v) above. 

18.7 Interpretation. 

Wherever the context may require, any noun or pronoun used herein shall include the 
corresponding masculine, feminine or neuter forms. The singular form of nouns, pronouns 
and verbs shall include the plural and vice versa. 

18.8 Severability. 

Each provision of this Agreement shall be considered severable and if for any reason 
any provision is determined by a court or regulatory authority of competent jurisdiction to be 
invalid, void or unenforceable, the remaining provisions of this Agreement shall continue in 
full force and effect and shall in no way be affected, impaired or invalidated, and such invalid, 
void or unenforceable provision shall be replaced with valid and enforceable provision or 
provisions which otherwise give effect to the original intent of the invalid, void or 
unenforceable provision. 

18.9 Force Majeure. 

No Member shall be liable to any other Member for damages or otherwise be in breach 
of this Agreement to the extent and during the period such Member's performance is prevented 
by any cause or causes beyond such Member's control and without such Member's fault or 
negligence, including but not limited to any act, omission, or circumstance occasioned by or in 
consequence of any act of God, labor disturbance, act of the public enemy, war, insurrection, 
riot, fire, storm or flood, explosion, breakage or accident to machinery or equipment, or 
curtailment, order, regulation or restriction imposed by governmental, military or lawfully 
established civilian authorities; provided, however, that any such foregoing event shall not 
excuse any payment obligation, Upon the occurrence of an event considered by a Member to 
constitute a force majeure event, such Member shall use due diligence to endeavor to continue 
to perform its obligations as far as reasonably practicable and to remedy the event, provided 
that no Member shall be required by this provision to settle any strike or labor dispute. 

18.10 Further Assurances. 

Each Member hereby agrees that it shall hereafter execute and deliver such further 
instruments, provide all information and take or forbear such further acts and things as may be 
reasonably required or useful to carry out the intent and purpose of this Agreement and as are 
not inconsistent with the terms hereof. 

18.11 Seal. 

The seal of the LLC shall have inscribed thereon the name of the LLC, the year of its 
organization and the words "Corporate Seal, Delaware." The seal may be used by causing it 
or a facsimile thereof to be impressed or affixed or reproduced or otherwise. 
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18.12 Counterparts. 

This Agreement may be executed in any number of counterparts. each of which shall be 
an original but all of which together will constitute one instrument, binding upon all parties 
hereto, notwithstanding that all of such parties may not have executed the same counterpart. 

18.13 Costs of Meetings. 

Each Member shall be responsible for all costs of its representative, alternate or 
substitute in attending any meeting. The Office of the Interconnection shall pay the other 
reasonable costs of meetings of the PIM Board and the Members Committee, and such other 
committees, subcommittees, task forces, working groups, User Groups or other bodies as 
determined to be appropriate by the Office of the Interconnection, which costs otherwise shall 
be paid by the Members attending. The Office of the Interconnection shall reimburse all Board 
Members for their reasonable costs of attending meetings. 

18.14 Notice. 

(a) Except as otherwise expressly provided herein, notices required under this 
Agreement shall be in writing and shall be sent to a Member by overnight courier, hand 
delivery, telecopier or other reliable electronic means to the representative on the Members 
Committee of such Member at the address for such Member previously provided by such 
Member to the other Members or as otherwise directed by the Members Committee. Any such 
notice so sent shall be deemed to have been given (i) upon delivery if given by overnight 
couriers or hand delivery, or (ii) upon confirmation if given by telecopier or other reliable 
electronic means. 

(b) Notices, as well as copies of the agenda and minutes of all meetings of 
committees, subcommittees, task forces, working groups, User Groups, or other bodies 
formed under this Agreement, shall be posted in a timely fashion on and made available for 
downloading from the PIM website. 

18.15 Headings. 

The section headings used in this Agreement are for convenience only and shall not 
affect the construction or interpretation of any of the provisions of this Agreement. 

18.16 No Third-Party Beneficiaries. 

This Agreement is intended to be solely for the benefit of the Members and their 
respective successors and permitted assigns and, unless expressly stated herein, is not intended 
to and shall not confer any rights or benefits on any third party (other than successors and 
permitted assigns) not a signatory hereto. 

18.17 Confidentiality. 

18.17.1 Party Access. 

No Member shall have a right hereunder to receive or review any documents, 
data or otfier information of another Member, including documents, data or other information 
provided to the Office of the Interconnection, to the extent such documents, data or 
information have been designated as confidential pursuant to the procedures adopted by the 
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Office of the Interconnection or to the extent that they have been designated as confidential by 
such other Member; provided, however, a Member may receive and review any composite 
documents, data and other information that may be developed based on such confidential 
documents, data or information if the composite does not disclose any individual Member's 
confidential data or information. 

18.17.2 Required Disclosure. 

(a) Notwithstanding anything in the foregoing Section to the contrary, if a 
Member or the Office of the Interconnection is required by applicable law, or in the course of 
administrative or judicial proceedings, to disclose information that is otherwise required to be 
maintained in confidence pursuant to this Agreement, that Member or the Office of the 
Interconnection may make disclosure of such information; provided, however, that as soon as 
the Member or the Office of the Interconnection learns of the disclosure requirement and prior 
to making disclosure, that Member or the Office of the Interconnection shall notify the 
affected Member or Members of the requirement and the terms thereof and the affected 
Member or Members may direct, at their sole discretion and cost, any challenge to or defense 
against the disclosure requirement. The disclosing Member and the Office of the 
Interconnection shall cooperate with such affected Members to the maximum extent practicable 
to minimize the disclosure of the information consistent with applicable law. Each Member 
and the Office of the Interconnection shall cooperate with the affected Members to obtain 
proprietary or confidential treatment of such information by the person to whom such 
information is disclosed prior to any such disclosure. 

(b) The Office of the Interconnection shall endeavor to impose on any 
contractors retained to provide technical support or otherwise to assist with the implementation 
or administration of this Agreement a contractual duty of confidentiality consistent with this 
Agreement. A Member shall not be obligated to provide confidential or proprietary 
information to any contractor that does not assume such a duty of confidentiality, and the 
Office of the Interconnection shall not provide any such information to any such contractor 
without the express written permission of the Member providing the information. 

18.18 Termination and Withdrawal. 

18.18.1 Termination. 

Upon termination of this Agreement, final settlement for obligations under this 
Agreement shall include the accounting for the period ending with the last day of the last 
month for which the Agreement was effective. 

18.18.2 Withdrawal. 

Subject to the requirements of Section 1.4.6 of the Schedule 1 to this 
Agreement, any Member may withdraw from this Agreement upon 90 days notice to the Office 
of the Interconnection. 

18.18.3 Winding Up. 

Any provision of this Agreement that expressly or by implication comes into or 
remains in force following the termination or expiration of this Agreement shall survive such 
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termination or expiration. The surviving provisions shall include, but shall not be limited to: 
(i) those provisions necessary to permit the orderly conclusion, or continuation pursuant to 
another agreement, of transactions entered into prior to the decision to terminate this 
Agreement, (ii) those provisions necessary to conduct final billing, collection, and accounting 
with respect to all matters arising hereunder, and (iii) the indemnification provisions as 
applicable to periods prior to such termination or expiration. 

IN WITNESS whereof, the Members have caused this Agreement to be executed by their 
duly authorized representatives. 
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SCHEDULE 1 

PJM INTERCHANGE ENERGY MARKET 

(Revises and replaces former Schedules 7.01 and 7.03) 

Issued: 
Effective: 

June 2, 1997 
August I, 1997 

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 
Control Area. 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 Control Area 
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 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 an Internal Market Buyer's net system 
requirements to serve its customer load in the PJM Control Area, 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 Control Area, or for load in the Control Area 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. 

1.3.5 Fixed Transmission Right. 

"Fixed Transmission Right" shall mean a number determined as specified in 
Section 5.2.2 of this Schedule. 

1.3.6 Generating Market Buyer. 

"Generating Market Buyer" shall mean an Internal Market Buyer 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 of seIling 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" shaH 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. 

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 Interconnection in accordance with the PJM Manuals. 

1.3.10 Internal Market Buyer. 

"Internal Market Buyer" shall mean a Market Buyer making purchases of 
energy from the PJM Interchange Energy Market for consumption by end-users inside the PJM 
Control Area. 

1.3.11 Inadvertent Interchange. 

"Inadvertent Interchange" shall mean the difference between net actual energy 
flow and net scheduled energy flow into or out of the PJM Control Area, as determined and 
allocated each hour by the Office of the Interconnection in accordance with the procedures set 
forth in the PJM Manuals. 
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1.3.12 Market Operations Center. 

"Market Operations Center" shall mean the equipment, facilities and personnel 
used by or on behalf of a Market Participant to communicate and coordinate with the Office of 
the Interconnection in connection with transactions in the PJM Interchange Energy Market or 
the operation of the PJM Control Area. 

1.3.13 Maximum Generation Emergency. 

"Maximum Generation Emergency" shall mean an Emergency declared by the 
Office of the Interconnection in which the Office of the Interconnection anticipates requesting 
one or more Capacity Resources to operate at its maximum net or gross electrical power 
output, subject to the equipment stress limits for such Capacity Resource, in order to manage, 
alleviate, or end the Emergency. 

1.3.14 Minimum Generation Emergency. 

"Minimum Generation Emergency" shall mean an Emergency declared by the 
Office of the Interconnection in which the Office of the Interconnection anticipates requesting 
one or more generating resources to operate at or below Normal Minimum Generation, in 
order to manage, alleviate, or end the Emergency. 

Service. 

1.3.15 Network Resource. 

"Network Resource" shall have the meaning specified in the PJM Tariff. 

1.3.16 Network Service User. 

"Network Service User" shall mean an entity using Network Transmission 

1.3.17 Network Transmission Service. 

"Network Transmission Service" shall mean transmission service provided 
pursuant to the rates, terms and conditions set forth in Part III of the PJM Tariff, or 
transmission service comparable to such service that is provided to a Load Serving Entity that 
is also a Regional Transmission Owner as that term is defined in the PJM Tariff. 

1.3.18 Normal Maximum Generation. 

"Normal Maximum Generation" shall mean the highest output level of a 
generating resource under normal operating conditions. 

1.3.19 Normal Minimum Generation. 

"Normal Minimum Generation" shall mean the lowest output level of a 
generating resource under normal operating conditions. 

1.3.20 Offer Data. 

"Offer Data" shall mean the scheduling, operations planning, dispatch, new 
resource, and other data and information necessary to schedule and dispatch geneI"o.\\()\\ 
resources for the provision of energy and other services and the maintenance of the reliability 
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and security of the transmission system in the PJM Control Area, and specified for submission 
to the PJM Interchange Energy Market for such purposes by the Office of the Interconnection. 

1.3.21 Office of the Interconnection Control Center. 

"Office of the Interconnection Control Center" shall mean the equipment, 
facilities and personnel used by the Office of the Interconnection to coordinate and direct the 
operation of the PJM Control Area and to administer the PJM Interchange Energy Market, 
including facilities and equipment used to communicate and coordinate with the Market 
Participants in connection with transactions in the PJM Interchange Energy Market or the 
operation of the PIM Control Area. 

1.3.22 Operating Day. 

"Operating Day" shall mean the daily 24 hour period beginning at midnight for 
which transactions on the PJM Interchange Energy Market are scheduled. 

1.3.23 Operating Margin. 

"Operating Margin" shall mean the incremental adjustments, measured in 
megawatts, required in PJM Control Area operations in order to accommodate, on a First 
Contingency Basis as that term is defined in the PJM Manuals, an operating contingency in the 
PJM Control Area resulting from operations in an interconnected Control Area. Such 
adjustments may result in constraints causing Transmission Congestion Charges, or may result 
in Ancillary Services charges pursuant to the PIM Tariff. 

1.3.24 Operating Margin Customer. 

"Operating Margin Customer" shall mean a Control Area purchasing Operating 
Margin pursuant to an agreement between such other Control Area and the LLC. 

1.3.25 PJM Interchange. 

"PJM Interchange" shall mean the following, as determined in accordance with 
the Schedules to this Agreement and the PJM Manuals: (a) the amount by which an Internal 
Market Buyer's hourly Equivalent Load exceeds, or is exceeded by, the sum of the hourly 
outputs of the Internal Market Buyer's operating generating resources; or (b) the hourly 
scheduled deliveries of Spot Market Energy by an External Market Seller; or (c) the hourly net 
metered output of any other Market Seller; or (d) the hourly scheduled deliveries of Spot 
Market Energy to an External Market Buyer. 

1.3.26 PJM Interchange Export. 

"PJM Interchange Export" shall mean the fOllowing, as determined in 
accordance with Schedules to this Agreement and the PIM Manuals: (a) the amount by which 
an Internal Market Buyer's hourly Equivalent Load is exceeded by the sum of the hourly 
outputs of the Internal Market Buyer's operating generating resources; or (b) the hourly 
scheduled deliveries of Spot Market Energy by a Market Seller from an External Resource; or 
(c) the hourly net metered output of any other Market Seller. 
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1.3.27 PJM Interchange Import. 

"PJM Interchange Import" shall mean the following, as determined in 
accordance with the Schedules to this Agreement and the PJM Manuals: (a) the amount by 
which an Internal Market Buyer's hourly Equivalent Load exceeds the sum of the hourly 
outputs of the Internal Market Buyer's operating generating resources; or (b) the hourly 
scheduled deliveries of Spot Market Energy to an External Market Buyer. 

1.3.28 PJM Open Access Same-time Information System. 

"PJM Open Access Same-time Information System" shall mean the electronic 
communication system for the collection and dissemination of information about transmission 
services in the PJM Control Area, established and operated by the Office of the 
Interconnection in accordance with FERC standards and requirements. 

1.3.29 Point-to-Point Transmission Service. 

"Point-to-Point Transmission Service" shall mean transmission service provided 
pursuant to the rates, terms and conditions set forth in Part II of the PJM Tariff. 

1.3.30 Ramping Capability. 

"Ramping Capability" shall mean the sustained rate of change of generator 
output, in megawatts per minute. 

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 Regulation Class. 

"Regulation Class" shall mean a subset of the generation units capable of 
providing Regulation to the PJM Control Area determined by a range of costs for providing 
Regulation as specified by the Office of the Interconnection using procedures specified in the 
PJM Manuals. 

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. 

1.3.34 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 Fixed Transmission 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 PIM 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. 

1.3.38 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 the PIM 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 Interconnection, 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 a Load Serving Entity shall establish to the satisfaction of the Office of the Interconnection 
that the end-users as to which it or its principal is the Load Serving Entity, and which will be 
served through energy and related services purchased in the PIM Interchange Energy Market, 
are located electrically within the PIM Control Area, or will be brought within the PJM 
Control Area prior to any purchases from the PIM Interchange Energy Market by the Load 
Serving Entity or its agent. Such applicant shall further demonstrate that: 

i) The foregoing Load Serving Entity (the applicant or its principal) is 
obligated to meet the requirements of the Reliability Assurance 
Agreement; and 

ii) The foregoing Load Serving Entity is or will be a Network Service User 
as required by the Reliability Assurance Agreement for all PJM 
Interchange Energy Market purchases. 

(c) An applicant that is not a Load Serving Entity or purchasing on behalf of 
a Load Serving Entity shall demonstrate that: 
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i) The applicant has obtained or will obtain Point-to-Point Transmission 
Service for all PIM Interchange Energy Market purchases; and 

ii) The applicant's PIM Interchange Energy Market purchases will 
ultimately be delivered to a load in another Control Area that is 
recognized by NERC and that complies with NERC's standards for 
operating and planning reliable bulk electric systems. 

(d) 

i) 

All applicants shall demonstrate that: 

The applicant is capable of complying with all applicable metering, data 
storage and transmission, and other reliability, operation, planning and 
accounting standards and requirements for the operation of the P 1M 
Control Area and the PIM Interchange Energy Market; 

ii) The applicant meets the creditworthiness standards established by the 
Office of the Interconnection, or has provided a letter of credit or other 
form of security acceptable to the Office of the Interconnection; and 

iii) The applicant has paid all applicable fees and reimbursed the Office of 
the Interconnection for all unusual or extraordinary costs of processing 
and evaluating its application to become a Market Buyer, and has agreed 
in its application to subject any disputes arising from its application to 
the PIM Dispute Resolution Procedures. 

(e) The applicant shall become a Market Buyer upon a final favorable 
determination on its application by the Office of the Interconnection as specified below, and 
execution by the applicant of counterparts of this Agreement. 

1.4.2 Submission oflnformation. 

The applicant shall furnish all information reasonably requested by the Office of 
the Interconnection in order to determine the applicant's qualification to be a Market Buyer. 

_ The Office of the Interconnection may waive the submission of information relating to any of 
the foregoing criteria, to the extent the information in the Office of the Interconnection's 
possession is sufficient to evaluate the application against such criteria. 

-
-

1.4.3 Fees and Costs. 

The Office of the Interconnection shall require all applicants to become a 
Market Buyer to pay a uniform application fee, initially in the amount of $1,500, to defray the 
ordinary costs of processing such applications. The application fee shall be revised from time 
to time as the Office of the Interconnection shall determine to be necessary to recover its 
ordinary costs of processing applications. Any unusual or extraordinary costs incurred by the 
Office of the Interconnection in processing an application shall be reimbursed by the applicant. 

1.4.4 Office of the Interconnection Determination. 

Upon submission of the information specified above, and such other informatiClt\. 
as shall reasonably be requested by the Office of the Interconnection, the Office of the 
Interconnection shall undertake an evaluation and investigation to determine whether the 
applicant meets the criteria specified above. As soon as practicable, but in any event not later 
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than 60 days after submission of the foregoing information, or such later date as may be 
necessary to satisfy the requirements of the Reliability Assurance Agreement, the Office of the 
Interconnection shall notify the applicant and the members of the Members Committee of its 
determination, along with a written summary of the basis for the determination. The Oftice of 
the Interconnection shall respond promptly to any reasonable and timely request by a Member 
for additional information regarding the basis for the Office of the Interconnection's 
determination, and shall take such action as it shall deem appropriate in response to any 
request for reconsideration or other action submitted to the Office of the Interconnection not 
later than 30 days from the initial notification to the Members Committee. 

1.4.5 Existing Participants. 

Any entity that was qualified to participate as a Market Buyer in the PJM 
Interchange Energy Market under the Operating Agreement of PJM Interconnection L.L.c. in 
effect immediately prior to the Effective Date shall continue to be qualified to participate as a 
Market Buyer in the PJM Interchange Energy Market under this Agreement. 

1.4.6 Withdrawal. 

(a) An Internal Market Buyer may withdraw from this Agreement by giving 
written notice to the Office of the Interconnection specifying an effective date of withdrawal 
not earlier than the effective date of (i) its withdrawal from the Reliability Assurance 
Agreement, or (ii) the assumption of its obligations under the Reliability Assurance Agreement 
by an agent that is a Market Buyer. 

(b) An External Market Buyer may withdraw from this Agreement by giving 
written notice to the Office of the Interconnection specifying an effective date of withdrawal at 
least one day after the date of the notice. 

(c) Withdrawal from this Agreement shall not relieve a Market Buyer of any 
obligation to pay for electric energy or related services purchased from the PJM Interchange 
Energy Market prior to such withdrawal, to pay its share of any fees and charges incurred or 
assessed by the Office of the Interconnection prior to the date of such withdrawal, or to fulfill 
any obligation to provide indemnification for the consequences of acts, omissions or events 
occurring prior to such withdrawal; and provided, further, that withdrawal from this 
Agreement shall not relieve any Market Buyer of any obligations it may have under, or 
constitute withdrawal from, any other Related PJM Agreement. 

(d) A Market Buyer that has withdrawn from this Agreement may reapply to 
become a Market Buyer in accordance with the provisions of this Section 1.4, provided it is 
not in default of any obligation incurred under this Agreement. 

1.5 Market Sellers. 

1.5.1 Qualification. 

A Member that demonstrates to the Office of the Interconnection that the 
Member meets the standards for the issuance of an order mandating the provision 0'1 
transmission service under section 211 of the Federal Power Act, as amended by the Energy 
Policy Act of 1992, may become a Market Seller upon execution of this Agreement and 
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submission to the Office of the Interconnection of the applicable Offer Data in accordance with 
the provisions of this Schedule. All Members that are Market Buyers shall become Market 
Sellers upon execution of the PJM Dispute Resolution Agreement and submission to the Office 
of the Interconnection of the applicable Offer Data in accordance with the provisions of this 
Schedule. 

1.5.2 Withdrawal. 

(a) A Market Seller may withdraw from this Agreement by giving written 
notice to the Office of the Interconnection specifying an effective date of withdrawal at least 
one day after the date of the notice; provided, however, that withdrawal shall not relieve a 
Market Seller of any obligation to deliver electric energy or related services to the PJM 
Interchange Energy Market pursuant to an offer made prior to such withdrawal, to pay its 
share of any fees and charges incurred or assessed by the Office of the Interconnection prior to 
the date of such withdrawal, or to fulfill any obligation to provide indemnification for the 
consequences of acts, omissions, or events occurring prior to such withdrawal; and provided, 
further, that withdrawal shall not relieve any entity that is a Market Seller and is also a Market 
Buyer of any obligations it may have as a Market Buyer under, or constitute withdrawal as a 
Market Buyer from, this Agreement or any other Related PJM Agreement. 

(b) A Market Seller that has withdrawn from this Agreement may reapply to 
become a Market Seller at any time, provided it is not in default with respect to any obligation 
incurred under this Agreement. 

1.6 Office of the Interconnection. 

1.6.1 Operation of the PJM Interchange Energy Market 

The Office of the Interconnection shall operate the PJM Interchange Energy 
Market in accordance with this Agreement. 

1.6.2 Scope of Services. 

The Office of the Interconnection shall, on behalf of the Market Participants, 
perform the services pertaining to the PJM Interchange Energy Market specified in this 
Agreement, including but not limited to the following: 

i) Administer the PJM Interchange Energy Market as part of the PJM 
Control Area, including scheduling and dispatching of generation 
resources, accounting for transactions, rendering bills to the Market 
Participants, receiving payments from and disbursing payments to the 
Market Participants, maintaining appropriate records, and monitoring the 
compliance of Market Participants with the provisions of this 
Agreement, all in accordance with applicable provisions of the Office of 
the Interconnection Agreement, and the Schedules to this Agreement; 

ii) Review and evaluate the qualification of entities to be Market Buyers or 
Market Sellers under applicable provisions of this AgreemeIlt; 

iii) Coordinate, in accordance with applicable provisions of this Agreement, 
the Reliability Assurance Agreement, and the Transmission Owners 
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Agreement, maintenance schedules for generation and transmission 
resources operated as part of the PJM Control Area; 

iv) Provide or coordinate the provision of ancillary services necessary for 
the operation of PJM Control Area or the PJM Interchange Energy 
Market; 

v) Determine and declare that an Emergency is expected to exist, exists, or 
has ceased to exist, in all or any part of the PJM Control Area, or in 
another Control Area interconnected directly or indirectly with the PJM 
Control Area, and serve as a primary point of contact for interested state 
or federal agencies; 

vi) Enter into agreements for the transfer of energy in conditions 
constituting an Emergency in the PJM Control Area or in a Control Area 
interconnected with it, and the mutual provision of other support in such 
Emergency conditions with other Control Areas interconnected with the 
PJM Control Area, in accordance with the Schedules to this Agreement; 

vii) Coordinate the curtailment or shedding of load, or other measures 
appropriate to alleviate an Emergency, in order to preserve reliability in 
accordance with NERC and MAAC principles, guidelines and standards, 
and to ensure the operation of the PJM Control Area in accordance with 
Good Utility Practice and the this Agreement; 

viii) Protect confidential information as specified in this Agreement; and 

ix) Send a representative to meetings of the Members Committee or other 
Committees, subcommittees, or working groups specified in this 
Agreement or formed by the Members Committee when requested to do 
so by the chair or other head of such committee or other group. 

1.6.3 Records and Reports. 

The Office of the Interconnection shall prepare and maintain such records and 
prepare such reports, including, but not limited to quarterly budget reports, as are required to 
document the performance of its obligations to the Market Participants hereunder in a form 
adopted by the Office of the Interconnection upon consideration of the advice and 
recommendations of the Members Committee. The Office of the Interconnection shall also 
produce special reports reasonably requested by the Members Committee and consistent with 
FERC's standards of conduct; provided, however, the Market Participants shall reimburse the 
Office of the Interconnection for the costs of producing any such report. Notwithstanding the 
foregoing, the Office of the Interconnection shall not be required to disclose confidential or 
commercially sensitive information in any such report. 

1.6.4 PJM Manuals. 

The Office of the Interconnection shall prepare, maintain and update the 91M 
Manuals consistent with this Agreement. The PJM Manuals shall be available for inspection 
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by the Market Participants, regulatory authorities with jurisdiction over the LLC or any 
Member, and the public. 

1. 7 General. 

1. 7.1 Market Sellers. 

Only Market Sellers shall be eligible to submit offers to the Office of the 
Interconnection for the sale of electric energy or related services in the PJM Interchange 
Energy Market. Market Sellers shall comply with the prices, terms, and operating 
characteristics of all Offer Data submitted to and accepted by the PJM Interchange Energy 
Market. 

1.7.2 Market Buyers. 

Only Market Buyers shall be eligible to purchase energy or related services in 
the PJM Interchange Energy Market. Market Buyers shall comply with all requirements for 
making purchases from the PJM Interchange Energy Market. 

1.7.3 Agents. 

A Market Participant may participate in the PJM Interchange Energy Market 
through an agent, provided that the Market Participant informs the Office of the 
Interconnection in advance in writing of the appointment of such agent. A Market Participant 
participating in the PJM Interchange Energy Market through an agent shaH be bound by all of 
the acts or representations of such agent with respect to transactions in the PJM Interchange 
Energy Market, and shaH ensure that any such agent complies with the requirements of this 
Agreement. 

1. 7.4 General Obligations of the Market Participants. 

(a) In performing its obligations to the Office of the Interconnection 
hereunder, each Market Participant shall at all times (i) follow Good Utility Practice, (ii) 
comply with all applicable laws and regulations, (iii) comply with the applicable principles, 
guidelines, standards and requirements of FERC, NERC and MAAC, (iv) comply with the 
procedures established for operation of the PJM Interchange Energy Market and PJM Control 
Area and (v) cooperate with the Office of the Interconnection as necessary for the operation of 
the PJM Control Area in a safe, reliable manner consistent with Good Utility Practice. 

(b) Market Participants shaH undertake aH operations in or affecting the PJM 
Interchange Energy Market and the PJM Control Area, including but not limited to compliance 
with all Emergency procedures, in accordance with the power and authority of the Office of 
the Interconnection with respect to the operation of the PJM Interchange Energy Market and 
the PJM Control Area as established in this Agreement, and as specified in the Schedules to 
this Agreement and the PIM Manuals. Failure to comply with the foregoing operational 
requirements shall subject a Market Participant to such reasonable charges or other remedies or 
sanctions for non-compliance as may be established by the PJM Board, including legal or 
regulatory proceedings as authorized by tbe PJM Board to enforce the obligations of \'r,\';, 

Agreement. 
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(c) The Office of the Interconnection may establish such committees with a 
representative of each Market Participant, and the Market Participants agree to provide 
appropriately qualified personnel for such committees, as may be necessary for the Office of 
the Interconnection to perform its obligations hereunder. 

(d) All Market Participants shall provide to the Office of the Interconnection 
the scheduling and other information specified in the Schedules to this Agreement, and such 
other information as the Office of the Interconnection may reasonably require for the reliable 
and efficient operation of the PJM Control Area and the PJM Interchange Energy Market, and 
for compliance with applicable regulatory requirements for posting market and related 
information. Such information shall be provided as much in advance as possible, but in no 
event later than the deadlines established by the Schedules to this Agreement, or by the Office 
of the Interconnection in conformance with such Schedules. Such information shall include, 
but not be limited to, maintenance and other anticipated outages of generation or transmission 
facilities, scheduling and related information on bilateral transactions and self-scheduled 
resources, and implementation of active load management, interruption of load, and other load 
reduction measures. The Office of the Interconnection shall abide by appropriate requirements 
for the non-disclosure and protection of any confidential or proprietary information given to 
the Office of the Interconnection by a Market Participant. Each Market Participant shall 
maintain or cause to be maintained compatible information and communications systems, as 
specified by the Office of the Interconnection, required to transmit scheduling, dispatch, or 
other time-sensitive information to the Office of the Interconnection in a timely manner. 

(e) Each Market Participant shall install and operate, or shall otherwise 
arrange for, metering and related equipment capable of recording and transmitting all voice 
and data communications reasonably necessary for the Office of the Interconnection to perform 
the services specified in this Agreement. A Market Participant that elects to be separate I y 
billed for its PJM Interchange shall be individually metered in accordance with Section 14 of 
this Agreement, or shall agree upon an allocation of PJM Interchange between it and the 
Market Participant through whose meters the unmetered Market Participant's PJM Interchange 
is delivered. The Office of the Interconnection shall be notified of the allocation by the 
foregoing Market Participants. 

(t) Each Market Participant shall operate, or shall cause to be operated, any 
generating resources owned or controlled by such Market Participant that are within the PJM 
Control Area or otherwise supplying energy to or through the PJM Control Area in a manner 
that is consistent with the standards, requirements or directions of the Office of the 
Interconnection and that will permit the Office of the Interconnection to perform its obligations 
under this Agreement; provided, however, no Market Participant shall be required to take any 
action that is inconsistent with Good Utility Practice or applicable law. 

(g) Each Market Participant shall follow the directions of the Office of the 
Interconnection to take actions to prevent, manage, alleviate or end an Emergency in a manner 
consistent with this Agreement and the procedures of the PJM Control Area as specified in the 
PJM Manuals. 
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(h) Each Market Participant shall obtain and maintain all permits, licenses or 
approvals required for the Market Participant to participate in the PJM Interchange Energy 
Market in the manner contemplated by this Agreement. 

1.7.5 Market Operations Center. 

Each Market Participant shall maintain a Market Operations Center, or shall 
make appropriate arrangements for the performance of such services on its behalf. A Market 
Operations Center shall meet the performance, equipment, communications, staffmg and 
training standards and requirements specified in this Agreement for the scheduling and 
completion of transactions in the PJM Interchange Energy Market and the maintenance of the 
reliable operation of the PJM Control Area, and shall be sufficient to enable (i) a Market Seller 
to perform all terms and conditions of its offers to the PJM Interchange Energy Market, and 
(ii) a Market Buyer to conform to the requirements for purchasing from the PJM Interchange 
Energy Market. 

1.7.6 Scheduling and Dispatching. 

(a) The Office of the Interconnection shall schedule and dispatch generation 
economically on the basis of least-cost, security-constrained dispatch and the prices and 
operating characteristics offered by Market Sellers, continuing until sufficient generation is 
dispatched to serve the PJM Interchange Energy Market energy purchase requirements under 
normal system conditions of the Market Buyers, as well as the requirements of the PJM 
Control Area for ancillary services provided by such generation, in accordance with this 
Agreement. Scheduling and dispatch shall be conducted in accordance with this Agreement. 

(b) The Office of the Interconnection shall undertake to identify any contlict 
or incompatibility between the scheduling or other deadlines or specifications applicable to the 
PJM Interchange Energy Market, and any relevant procedures of another Control Area, or any 
tariff (including the PJM Tariff). Upon determining that any such contlict or incompatibility 
exists, the Office of the Interconnection shall propose tariff or procedural changes, and 
undertake such other efforts as may be appropriate, to resolve any such contlict or 
incompatibility. 

1.7.7 Pricing. 

The price paid for energy bought and sold in the PJM Interchange Energy 
Market will retlect the hourly Locational Marginal Price at each load and generation bus, 
determined by the Office of the Interconnection in accordance with this Agreement. 
Transmission Congestion Charges, which shall be determined by differences in Locational 
Marginal Prices in an hour caused by transmission constraints, shall be calculated and 
collected, and the revenues therefrom shall be disbursed, by the Office of the Interconnection 
in accordance with this Schedule. 

1.7.8 Generating Market Buyer Resources. 

A Generating Market Buyer may elect to self-schedule its generation resources 
up to that Generating Market Buyer's Equivalent Load, in accordance with and subject to the 
procedures specified in this Schedule, and the accounting and billing requirements specified in 
Section 3 to this Agreement. 
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1. 7 .9 Delivery to an External Market Buyer. 

A purchase of Spot Market Energy by an External Market Buyer shall be 
delivered to a bus or busses at the border of the PJM Control Area specified by the Office of 
the Interconnection, using Point-to-Point Transmission Service paid for by the External Market 
Buyer. Further delivery of such energy shall be the responsibility of the External Market 
Buyer. 

1.7.10 Other Transactions. 

Market Participants may enter into bilateral contracts for the purchase or sale of 
electric energy to or from each other or any other entity, subject to the obligations of Internal 
Market Buyers to make Capacity Resources available for dispatch by the Office of the 
Interconnection. Bilateral arrangements that contemplate the physical transfer of energy to or 
from a Market Participant shall be reported to and coordinated with the Office of the 
Interconnection in accordance with this Schedule. To the extent the Office of the 
Interconnection dispatches a Generating Market Buyer's generation resources, such Generating 
Market Buyer may elect to net the output of such resources against its hourly Equivalent Load. 
Such a Generating Market Buyer shall be deemed a buyer from the PJM Interchange Energy 
Market to the extent of its PJM Interchange Imports, and shall be deemed a seller to the PJM 
Interchange Energy Market to the extent of its PJM Interchange Exports. 

1.7.11 Emergencies. 

The Office of the Interconnection, with the assistance of the Member's 
dispatchers as it may request, shall be responsible for monitoring the operation of the PJM 
Control Area, for declaring the existence of an Emergency, and for directing the operations of 
Market Participants as necessary to manage, alleviate or end an Emergency. The standards, 
policies and procedures of the Office of the Interconnection for declaring the existence of an 
Emergency, including but not limited to a Minimum Generation Emergency, and for 
managing, alleviating or ending an Emergency, shall apply to all Members on a non
discriminatory basis. Actions by the Office of the Interconnection and the Market Participants 
shall be carried out in accordance with this Agreement, the NERC Operating Policies, MAAC 
reliability principles and standards, Good Utility Practice, and the PJM Manuals. A 
declaration that an Emergency exists or is likely to exist by the Office of the Interconnection 
shall be binding on all Market Participants until the Office of the Interconnection announces 
that the actual or threatened Emergency no longer exists. Consistent with existing contracts, 
all Market Participants shall comply with all directions from the Office of the Interconnection 
for the purpose of managing, alleviating or ending an Emergency. The Market Participants 
shall authorize the Office of the Interconnection to purchase or sell energy on their behalf to 
meet an Emergency, and otherwise to implement agreements with other Control Areas 
interconnected with the PJM Control Area for the mutual provision of service to meet an 
Emergency, in accordance with this Agreement. 

1.7.12 Fees and Charges. 

Each Market Participant shall pay all fees and charges of the Office of the 
Interconnection for operation of the PJM Interchange Energy Market as determined hy and 
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allocated to the Market Participant by the Office of the Interconnection in accordance with 
Schedule 3. 

1.7.13 Relationship to PJM Control Area. 

The PJM Interchange Energy Market operates within and subject to the 
requirements for the operation of the PJM Control Area. 

1.7.14 PJM Manuals. 

The Office of the Interconnection shall be responsible for maintaining, updating, 
and promulgating the PJM Manuals as they relate to the operation of the PJM Interchange 
Energy Market. The PJM Manuals, as they relate to the operation of the PJM Interchange 
Energy Market, shall conform and comply with this Agreement, NERC operating policies, and 
MAAC reliability principles, guidelines and standards, and shall be designed to facilitate 
administration of an efficient energy market within industry reliability standards and the 
physical capabilities of the PJM Control Area. 

1.7.15 Corrective Action. 

Consistent with Good Utility Practice, the Office of the Interconnection shall be 
authorized to direct or coordinate corrective action, whether or not specified in the PJM 
Manuals, as necessary to alleviate unusual conditions that threaten the integrity or reliability of 
the PJM Control Area or the regional power system. 

1.7.16 Recording. 

Subject to the requirements of applicable State or federal law, all voice 
communications with the Office of the Interconnection Control Center may be recorded by the 
Office of the Interconnection and any Market Participant communicating with the Office of the 
Interconnection Control Center, and each Market Participant hereby consents to such 
recording. 

1.7.17 Operating Reserves. 

The Office of the Interconnection shall schedule to the Operating Reserve and 
load-following objectives of the PJM Control Area, as defined in the PJM Manuals, in 
scheduling resources pursuant to this Schedule. 

1. 7 .18 Regulation. 

(a) Regulation shall be supplied from generators located within the metered 
electrical boundaries of the PJM Control Area. Generating Market Buyers, and Market Sellers 
offering Regulation, shall comply with applicable standards and requirements for Regulation 
capability and dispatch specified in the PJM Manuals . 

(b) The Office of the Interconnection shall obtain and maintain an amount of 
Regulation equal to the PJM Control Area Regulation objective as specified in the PJM 
Manuals. 

(c) The Regulation range of a unit shall be at least twice the amount of 
Regulation assigned. 
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(d) A unit capable of automatic energy dispatch that is also providing 
Regulation shall have its energy dispatch range reduced by twice the amount of the Regulation 
provided. The amount of Regulation provided by a unit shall serve to redefine the Normal 
Minimum Generation and Normal Maximum Generation energy limits of that unit, in that the 
amount of Regulation shall be added to the unit's Normal Minimum Generation energy limit, 
and subtracted from its Normal Maximum Generation energy limit. 

(e) 
PJM Manuals. 

Qualified Regulation must satisfy the verification tests described in the 

1.7.19 Ramping. 

A generator dispatched by the Office of the Interconnection pursuant to a control 
signal appropriate to increase or decrease the generator's megawatt output level shall be able to 
change output at the ramping rate specified in the Offer Data submitted to the Office of the 
Interconnection for that generator. 

1.7.20 Communication and Operating Requirements. 

(a) Market Participants. Each Market Participant shall have, or shall 
arrange to have, its transactions in the PIM Interchange Energy Market subject to control by a 
Market Operations Center, with staffing and communications systems capable of real-time 
communication with the Office of the Interconnection during normal and Emergency conditions 
and of control of the Market Participant's relevant load or facilities sufficient to meet the 
requirements of the Market Participant's transactions with the PJM Interchange Energy 
Market, including but not limited to the following requirements as applicable. 

(b) Market Sellers selling from resources within the PJM Control Area shall: 
report to the Office of the Interconnection sources of energy available for operation; supply to 
the Office of the Interconnection all applicable Offer Data; report to the Office of the 
Interconnection units that are self-scheduled; report to the Office of the Interconnection 
bilateral sales transactions to buyers not within the PJM Control Area; confirm to the Office of 

- the Interconnection bilateral sales to Market Buyers within the PJM Control Area; respond to 
the Office of the Interconnection's directives to start, shutdown or change output levels of 
generation units, or change scheduled voltages or reactive output levels; continuously maintain 
all Offer Data concurrent with on-line operating information; and ensure that, where so 
equipped, generating equipment is operated with control equipment functioning as specified in 
the PJM Manuals. 

(c) Market Sellers selling from resources outside the PJM Control Area 
shall: provide to the Office of the Interconnection all applicable Offer Data, including offers 

- specifying amounts of energy available, hours of availability and prices of energy and other 
services; respond to Office of the Interconnection directives to schedule delivery or change 
delivery schedules; and communicate delivery schedules to the Market Seller's Control Area. 

(d) Internal Market Buyers shall: provide to the Office of the 
Interconnection forecasts of load to be served as required by the Office of the Interconnection; 
respond to Office of the Interconnection directives for load management steps; report to the 
Office of the Interconnection Capacity Resources to satisfy capacity obligations that are 
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available for pool operation; report to the Office of the Interconnection all bilateral purchase 
transactions; respond to other Office of the Interconnection directives such as those required 
during Emergency operation. 

(e) External Market Buyers shall: provide to the Office of the 
Interconnection requests to purchase specified amounts of energy for each hour of the 
Operating Day during which it intends to purchase from the PJM Interchange Energy Market, 
along with Dispatch Rate levels above which it does not desire to purchase; respond to other 
Office of the Interconnection directives such as those required during Emergency operation. 

1.7.21 Multi-settlement System. 

The PJM Interchange Energy Market shall be enhanced by an amendment to this 
Schedule, to be filed with FERC not later than December 31, 1997, that will provide for the 
implementation of a multi-settlement system as soon thereafter as shall be determined by the 
Office of the Interconnection to be reasonably practical. Such a system will provide an 
opportunity for Market Participants to commit and obtain commitments to energy prices and 
transmission congestion charges at certain specified deadlines in advance of the Office of the 
Interconnection's real-time dispatch. The Members specified in Section 11.5(c) of the 
Agreement, working with the Office of the Interconnection, shall develop the details of the 
implementation of such a multi-settlement system. 

1.8 Selection, Scheduling and Dispatch Procedure Adjustment Process. 

1.8.1 PJM Dispute Resolution Agreement. 

Subject to the condition specified below, any Member adversely affected by a 
decision of the Office of the Interconnection with respect to the operation of the PJM 
Interchange Energy Market, including the qualification of an entity to participate in that market 

- as a buyer or seller, make seek such relief as may be appropriate under the PJM Dispute 
Resolution Procedures on the grounds that such decision does not have an adequate basis in 
fact or does not conform to the requirements of this Agreement. - 1.8.2 Market or Control Area Hourly Operational Disputes. 

(a) Market Participants shall comply with all determinations of the Office of 
the Interconnection on the selection, scheduling or dispatch of resources in the PJM 
Interchange Energy Market, or to meet the operational requirements of the PJM Control Area. 
Complaints arising from or relating to such determinations shall be brought to the attention of 
the Office of the Interconnection not later than the end of the fifth business day after the end of 
the Operating Day to which the selection or scheduling relates, or in which the scheduling or 
dispatch took place, and shall include, if practicable, a proposed resolution of the complaint. 
Upon receiving notification of the dispute, the Office of the Interconnection and the Market 
Participant raising the dispute shall exert their best efforts to obtain and retain all data and 
other information relating to the matter in dispute, and to notify other Market Participants that 
are likely to be affected by the proposed resolution. Subject to confidentiality or other non
disclosure requirements, representatives of the Office of the lnterconnection, the MarKet 
Participant raising the dispute, and other interested Market Participants, shall meet within three 
business days of the foregoing notification, or at such other or further times as the Office of 
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the Interconnection and the Market Participants may agree, to review the relevant facts, and to 
seek agreement on a resolution of the dispute. 

(b) If the Office of the Interconnection determines that the matter in dispute 
discloses a defect in operating policies, practices or procedures subject to the discretion of the 
Office of the Interconnection, the Office of the Interconnection shall implement such changes 
as it deems appropriate and shall so notify the Members Committee. Alternatively, the Office 
of the Interconnection may notify the Members Committee of a proposed change and solicit the 
comments or other input of the Members. 

(c) If either the Office of the Interconnection, the Market Participant raising 
the dispute, or another affected Market Participant believes that the matter in dispute has not 
been adequately resolved, or discloses a need for changes in standards or policies established 
in or pursuant to the Operating Agreement, any of the foregoing parties may make a written 
request for review of the matter by the Members Committee, and shall include with the request 
the forwarding party's recommendation and such data or information (subject to contidentiality 
or other non-disclosure requirements) as would enable the Members Committee to assess the 
matter and the recommendation. The Members Committee shall take such action on the 
recommendation as it shall deem appropriate. 

(d) Subject to the right of a Market Participant to obtain correction of 
accounting or billing errors, the LLC or a Market Participant shall not be entitled to actual, 
compensatory, consequential or punitive damages, opportunity costs, or other form of 
reimbursement from the LLC or any other Market Participant for any loss, liability or claim, 
including any claim for lost profits, incurred as a result of a mistake, error or other fault by the 
Office of the Interconnection in the selection, scheduling or dispatch of resources. 

1.9 Prescheduling. 

The following procedures and principles shall govern the prescheduling aCllVllles 
necessary to plan for the reliable operation of the PJM Control Area and for the efficient 
operation of the PJM Interchange Energy Market. 

1.9.1 Outage Scheduling. 

The Office of the Interconnection shall be responsible for coordinating and 
approving requests for outages of generation and transmission facilities as necessary for the 
reliable operation of the PJM Control Area, in accordance with the PJM Manuals. The Office 
of the Interconnection shall maintain records of outages and outage requests of these facilities. 

1.9.2 Planned Outages. 

(a) A Generator Planned Outage shall be included in Generator Planned 
Outage schedules established prior to the scheduled start date for the outage, in accordance 
with standards and procedures specified in the PJM Manuals. 

(b) The Office of the Interconnection shall conduct Generator Planned 
Outage scheduling for Capacity Resources in accordance with the Reliability Assurance 
Agreement and the PJM Manuals and in consultation with the Members owning or controlling 
the output of Capacity Resources. A Market Participant shall not be expected to suhmit offers 
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for the sale of energy or other services, or to satisfy delivery obligations, from all or part of a 
generation resource undergoing an approved Generator Planned Outage. If the Office of the 
Interconnection determines that approval of a Generator Planned Outage would significantly 
affect the reliable operation of the PJM Control Area, the Office of the Interconnection may 
withhold approval or withdraw a prior approval. Approval for a Generator Planned Outage of 
a Capacity Resource shall be withheld or withdrawn only as necessary to ensure the adequacy 
of reserves or the reliability of the PJM Control Area in connection with anticipated 
implementation or avoidance of Emergency procedures. If the Office of the Interconnection 
withholds or withdraws approval, it shall coordinate with the Market Participant owning or 
controlling the resource to reschedule the Generator Planned Outage of the Capacity Resource 
at the earliest practical time. The Office of the Interconnection shall if possible propose 
alternative schedules with the intent of minimizing the economic impact on the Market 
Participant of a Generator Planned Outage. 

(c) The Office of the Interconnection shall conduct Planned Transmission 
Outage scheduling in accordance with procedures specified in the Transmission Owners 
Agreement and the PJM Manuals. If the Office of the Interconnection determines that 
transmission maintenance schedules proposed by one or more Members would significantly 
affect the efficient and reliable operation of the PJM Control Area, the Office of the 
Interconnection may propose alternative schedules, but such alternative shall minimize the 
economic impact on the Member or Members whose maintenance schedules the Office of the 
Interconnection proposes to modify. 

(d) The Office of the Interconnection shall coordinate resolution of outage or 
other planning conflicts that may give rise to unreliable system conditions. The Members shall 
comply with all maintenance schedules established by the Office of the Interconnection. 

1.9.3 Generator Maintenance Outages 

A Market Participant may request approval for a Generator Maintenance Outage 
of any Capacity Resource from the Office of the Interconnection in accordance with the 
timetable and other procedures specified in the PJM Manuals. The Office of the 
Interconnection shall approve requests for Generator Maintenance Outages for a Capacity 
Resource unless the outage would threaten the adequacy of reserves in, or the reliability of, the 
PJM Control Area. A Market Participant shall not be expected to submit offers for the sale of 
energy or other services, or to satisfy delivery obligations, from a generation resource 
undergoing an approved full or partial Generator Maintenance Outage. 

1.9.4 Forced Outages 

(a) Each Market Seller that owns or controls a pool-scheduled resource, or 
Capacity Resource whether or not pool-scheduled, shall: (i) advise the Office of the 
Interconnection of a Generator Forced Outage suffered or anticipated to be suffered by any 
such resource as promptly as possible; (ii) provide the Office of the Interconnection with the 
expected date and time that the resource will be made available; and (iii) make a record of the 
events and circumstances giving rise to the Generator Forced Outage. A Market Seller shall 
not be expected to submit offers for the sale of energy or other services, or satisfy delivery 
obligations, from a generation resource undergoing a Generator Forced Outage. A Capacity 
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Resource that does not deliver all or part of its scheduled energy shall be deemed to have 
experienced a Generator Forced Outage with respect to such undelivered energy, in accordance 
with standards and procedures for full and partial Generator Forced Outages specified in the 
Reliability Assurance Agreement and the PJM Manuals. 

(b) The Office of the Interconnection shall receive notification of Forced 
Transmission Outages, and information on the return to service, of Transmission Facilities in 
the PJM Control Area in accordance with standards and procedures specified in the 
Transmission Owners Agreement and the PJM Manuals. 

1.9.S Market Participant Responsibilities. 

Each Market Participant making a bilateral sale covering a period greater than 
the following Operating Day from a generating resource located within the PJM Control Area 
for delivery outside the PJM Control Area shall furnish to the Office of the Interconnection the 
information specified in the PJM Manuals. 

1.9.6 Internal Market Buyer Responsibilities. 

Each Internal Market Buyer making a bilateral purchase covering a period 
greater than the following Operating Day shall furnish to the Office of the Interconnection the 
information specified in the PJM Manuals. Each Internal Market Buyer shall provide the 
Office of the Interconnection with details of any load management agreements with customers 
that allow the Office of the Interconnection to reduce load under specified circumstances. 

1.9.7 Market Seller Responsibilities 

(a) Not less than 30 days before a Market Seller's initial offer to sell energy 
from a given generation resource on the PJM Interchange Energy Market, the Market Seller 
shall furnish to the Office of the Interconnection the information specified in the Offer Data for 
new generation resources. 

(b) Market Sellers authorized and intending to request market-based start-up 
and no-load fees in their Offer Data shall submit a specification of such fees to the Office of 
the Interconnection for each generating unit as to which the Market Seller intends to request 
such fees. Any such specification shall be submitted on or before March 31 for the period 
April 1 through September 30, and on or before September 30 for the period October I 
through March 31, and shall remain in effect without change throughout each such period for 
which a specification was submitted. The Office of the Interconnection shall reject any request 
for start-up and no-load fees in a Market Seller's Offer Data that does not conform to the 
Market Seller's specification on file with the Office of the Interconnection. 

1.9.8 Office of the Interconnection Responsibilities 

(a) The Office of the Interconnection shall perform seasonal operating 
studies to assess the forecasted adequacy of generating reserves and of the transmission system, 
in accordance with the procedures specified in the PJM Manuals. 

(b) The Office of the Interconnection shall maintain and update tables setting 
forth Operating Reserve and other reserve objectives as specified in the PJM Manuals. 
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(c) The Office of the Interconnection shall receive and process requests for 
firm and non-firm transmission service in accordance with procedures specified in the PJM 
Tariff. 

(d) The Office of the Interconnection shall maintain such data and 
information relating to generation and transmission facilities in the PJM Control Area as may 
be necessary or appropriate to conduct the scheduling and dispatch of the PJM Interchange 
Energy Market and PJM Control Area. 

(e) The Office of the Interconnection shall coordinate with other 
interconnected Control Area as necessary to manage, alleviate or end an Emergency. 

1.10 Scheduling. 

The following scheduling procedures and principles shall govern the commitment of 
resources to the PJM Interchange Energy Market over a period extending from one week to 
one day prior to the Operating Day that transactions are to take place. Scheduling 
encompasses the day-ahead and hourly scheduling process, through which the Office of the 
Interconnection determines, based on changing forecasts of conditions and actions by Market 
Participants and system constraints, a plan to serve the hourly energy and reserve requirements 
of the Internal Market Buyers and the purchase requests of the External Market Buyers in the 
least costly manner, subject to maintaining the reliability of the PJM Control Area. Scheduling 
shall be conducted as specified below, subject to the following condition. If the Oftice of the 
Interconnection's forecast for the next seven days projects a likelihood of Emergency 
conditions, the Office of the Interconnection may commit, for all or part of such seven day 
period, to the use of generation resources with notification or start-up times greater than one 
day as necessary in order to alleviate or mitigate such Emergency, in accordance with the 
Market Sellers' offers for such units for such periods and the specifications in the PJM 
Manuals. 

1.10.1 Day-Ahead Scheduling. 

The following actions shall occur not later than 12:00 noon on the day before 
the Operating Day for which transactions are being scheduled. 

(a) Each Internal Market Buyer shall submit to the Office of the 
Interconnection forecasts of its customer loads for the next Operating Day as required by the 
PJM Manuals. If an Internal Market Buyer expects to curtail load at a specific Dispatch Rate, 
it should specify the Dispatch Rate and estimated load curtailment. 

(b) An External Market Buyer shall submit to the Office of the 
Interconnection requests to purchase specified amounts of energy for each hour of the 
Operating Day during which it intends to purchase from the PJM Interchange Energy Market, 
along with Dispatch Rate levels above which it does not desire to purchase, in accordance with 
the specifications set forth in the PJM Manuals. 

(c) Each Generating Market Buyer shall submit to the Office of the 
Interconnection: (i) hourly schedules for resource increments, including hydropower units, 
self-scheduled by the Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at 
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which each such self-scheduled resource will disconnect or reduce output, or confirmation of 
the Market Buyer's intent not to reduce output. 

(d) All Market Participants shall submit to the Office of the Interconnection 
schedules for any bilateral transactions involving use of generation or Transmission Facilities 
as specified below, and shall inform the Office of the Interconnection if the parties to the 
transaction are not willing to incur Transmission Congestion Charges in order to complete any 
such scheduled bilateral transaction. Scheduling of bilateral transactions shall be conducted in 
accordance with the specifications in the PJM Manuals and the following requirements: 

i) Internal Market Buyers shall submit schedules for all bilateral purchases 
for delivery within the PJM Control Area, whether from generation 
resources inside or outside the PJM Control Area; 

ii) Market Sellers shall submit schedules for bilateral sales to entItIes 
outside the PJM Control Area from generation within the PJM Control 
Area; and 

iii) In addition to the foregoing schedules for bilateral transactions, Market 
Participants shall submit confirmations of each scheduled bilateral 
transaction from each other party to the transaction in addition to the 
party submitting the schedule, or the adjacent Control Area. 

(e) Market Sellers wishing to sell on the PJM Interchange Energy Market 
shall submit offers for the supply of energy (including energy from hydropower units), 
Regulation, Operating Reserves or other services for the following Operating Day. Offers 
shall be submitted to the Office of the Interconnection in the form specified by the Office of the 
Interconnection and shall contain the information specified in the Office of the 
Interconnection's Offer Data specification, as applicable. Market Sellers owning or controlling 
the output of a Capacity Resource that has not been rendered unavailable by a Generation 
Planned Outage, a Generator Maintenance Outage, or a Generation Forced Outage shall submit 
offers for the available capacity of such Capacity Resource, including any portion that is 
self-scheduled by the Generating Market Buyer claiming the resource as a Capacity Resource. 
The submission of offers for resource increments that are not Capacity Resources shall be 
optional, but any such offers must contain the information specified in the Office of the 
Interconnection's Offer Data specification, as applicable. Energy offered from generation 
resources that are not Capacity Resources shall not be supplied from resources that are 
included in or otherwise committed to supply the Operating Reserves of another Control Area. 
The foregoing offers: 

i) Shall specify the generation resource and energy for each hour in the 
offer period; 

ii) Shall specify the amounts and prices for the entire Operating Day for 
each resource component offered by the Market Seller to the Office of 
the Interconnection; 
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iii) If based on energy from a specific generating unit, may specify start-up 
and no-load fees equal to the specification of such fees for such unit on 
file with the Office of the Interconnection; 

iv) Shall set forth any special conditions upon which the Market Seller 
proposes to supply a resource increment, including any curtailment rate 
specified in a bilateral contract for the output of the resource, or any 
cancellation fees; 

v) May include a schedule of offers for prices and operating data contingent 
on acceptance by the deadline specified in this Schedule, with a second 
schedule applicable if accepted after the foregoing deadline; 

vi) Shall constitute an offer to submit the resource increment to the Office of 
the Interconnection for scheduling and dispatch in accordance with the 
terms of the offer, which offer shall remain open through the Operating 
Day for which the offer is submitted; 

vii) Shall be final as to the price or prices at which the Market Seller 
proposes to supply energy or other services to the PJM Interchange 
Energy Market, such price or prices being guaranteed by the Market 
Seller for the period extending through the end of the following 
Operating Day; and 

viii) Shall not exceed an energy offer price of $I,OOO/megawatt-hour. 

(t) A Market Seller that wishes to sell Regulation service shall submit an 
offer for Regulation that shall specify the MW of Regulation being offered and the Regulation 
Class from which such Regulation is being offered. The range of costs defining Regulation 
Classes, and the average cost for each Regulation Class, shall be determined periodically by 
the Office of the Interconnection on the basis of prior energy bid prices and appropriate fuel 
indices, in accordance with procedures specified in the PJM Manuals. Qualified Regulation 
capability must satisfy the verification tests specified in the PJM Manuals. 

(g) Each Market Seller owning or controlling the output of a Capacity 
Resource shall submit a forecast of the availability of each such Capacity Resource for the next 
seven days. A Market Seller (i) may submit a non-binding forecast of the price at which it 
expects to offer a generation resource increment to the Office of the Interconnection over the 
next seven days, and (ii) shall submit a binding offer for energy, along with start-up and 
no-load fees, if any, for the next seven days or part thereof, for any generation resource with 
minimum notification or start-up requirement greater than 24 hours. 

(h) Each offer by a Market Seller of a Capacity Resource shall remain in 
effect for subsequent Operating Days until superseded or canceled. 

(i) The Office of the Interconnection shall post on the PJM Open Access 
Same-time Information System its estimate of the combined hourly load of the Market Buyers 
for the next four days, and peak load forecasts for an additional three days. 
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1.10.2 Pool-Scheduled Resources. 

Pool-scheduled resources shall be governed by the following principles and 
procedures. 

(a) Pool-scheduled resources shall be selected by the Office of the 
Interconnection on the basis of the prices offered for energy and related services, start-up, 
no-load and cancellation fees, and the specified operating characteristics, offered by Market 
Sellers to the Office of the Interconnection by the 12:00 noon offer deadline. 

(b) A resource that is scheduled by a Market Participant to support a 
bilateral sale, or that is self-scheduled by a Generating Market Buyer, shall not be selected by 
the Office of the Interconnection as a pool-scheduled resource except in an Emergency. 

(c) Market Sellers offering energy from hydropower or other facilities with 
fuel or environmental limitations may submit data to the Office of the Interconnection that is 
sufficient to enable the Office of the Interconnection to determine the available operating hours 
of such facilities. 

(d) The Market Seller of a resource selected as a pool-scheduled resource 
shall receive payments or credits for energy or related services, or for start-up and no-load 
fees, from the Office of the Interconnection on behalf of the Market Buyers in accordance with 
Schedule 3 to this Agreement. Alternatively, the Market Seller shall receive any cancellation 
fee reflected in the Market Seller's offer in lieu of start-up and no-load fees, if any, if the 
Office of the Interconnection cancels its selection of the resource as a pool-scheduled resource 
and so notifies the Market Seller before the resource is synchronized. 

(e) Market Participants shall make available their pool-scheduled resources 
to the Office of the Interconnection for coordinated operation to supply the needs of the PJM 
Control Area for Operating Reserves. 

1.10.3 Self-scheduled Resources. 

Self-scheduled resources shall be governed by the following principles and 
procedures. 

(a) Each Generating Market Buyer shall use all reasonable efforts, consistent 
with Good Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 

(b) The offered prices of resources that are self-scheduled, or otherwise not 
following the dispatch orders of the Office of the Interconnection, shall not be considered by 
the Office of the Interconnection in determining Locational Marginal Prices. 

(c) Market Participants shall make available their self-scheduled resources to 
the Office of the Interconnection for coordinated operation to supply the needs of the PJM 
Control Area for Operating Reserves. 

1.10.4 Capacity Resources. 

(a) A Capacity Resource selected as a pool-scheduled resource shall he made 
available for scheduling and dispatch at the direction of the Office of the Interconnection. A 
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Capacity Resource that does not deliver energy as scheduled shall be deemed to have 
experienced a Generator Forced Outage to the extent of such energy not delivered. 

(b) Energy from a Capacity Resource that has not been selected as a 
pool-scheduled resource may be sold on a bilateral basis by the Market Seller, or may be 
self-scheduled. A Capacity Resource that has not been selected as a pool-scheduled resource 
and that has been sold on a bilateral basis must be made available upon request to the Office of 
the Interconnection for scheduling and dispatch if the Office of the Interconnection declares a 
Maximum Generation Emergency. Any such resource so scheduled and dispatched shall 
receive the applicable Locational Marginal Price for energy delivered. 

(c) A Capacity Resource that has been self-scheduled shall not receive 
payments or credits for start-up or no-load fees. 

1.10.5 External Resources. 

(a) External Resources may submit offers to the PJM Interchange Energy 
Market, in accordance with the day-ahead scheduling process specified above. An External 
Resource selected as a pool-scheduled resource shall be made available for scheduling and 
dispatch at the direction of the Office of the Interconnection, and except as specified below 
shall be compensated on the same basis as other pool-scheduled resources. External Resources 
that are not capable of dynamic dispatch shall, if selected by the Office of the Interconnection 
on the basis of the Market Seller's Offer Data, be block loaded on an hourly scheduled basis. 
Market Sellers shall offer External Resources to the PJM Interchange Energy Market on either 
a resource-specific or an aggregated resource basis. 

(b) Offers for External Resources from an aggregation of two or more 
generating units shall so indicate, and shall specify, in accordance with the Offer Data 
requirements specified by the Office of the Interconnection: (i) energy prices; (ii) hours of 
energy availability; (iii) a minimum dispatch level; (iv) a maximum dispatch level; and (v) 
unless such information has previously been made available to the Office of the 
Interconnection, sufficient information, as specified in the PJM Manuals, to enable the Office 
of the Interconnection to model the flow into the PJM Control Area of any energy from the 
External Resources scheduled in accordance with the Offer Data. If a Market Seller submits 
more than one offer on an aggregated resource basis, the withdrawal of any such offer shall be 
deemed a withdrawal of all higher priced offers for the same period. A Market Seller offering 
energy from External Resources on an aggregated basis and that does not deliver energy as 
scheduled by the Office of the Interconnection shall be assessed a non-delivery charge as 
specified below. 

(c) Offers for External Resources on a resource-specific basis shall specify 
the resource being offered, along with the information specified in the Offer Data as 
applicable. A Market Seller offering an External Resource on a resource-specific basis that 
does not deliver energy as scheduled by the Office of the Interconnection shall be assessed a 
non-delivery charge as specified below, unless the resource being offered has suffered a 
Generator Forced Outage. The burden shall be on the Market Seller to demonstrate to the 
reasonable satisfaction of the Office of the Interconnection that the resource being offered has 
experienced a Generator Forced Outage. 
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(d) Subject to the conditions specified in this paragraph, the non-delivery 
charge for External Resources that do not deliver energy as scheduled shall be calculated 
hourly as follows: Pro-rated start-up plus hourly no-load fees specified in the Offer Data + 
[offered minimum dispatch level x (Locational Marginal Price - offered energy price) x 110%1. 
For purposes of the foregoing calculation: (i) the Locational Marginal Price shall be the 
Locational Marginal Price at the buses at which the energy from the External Resource should 
have been delivered to the PJM Control Area; (ii) if the Locational Marginal Price less the 
offered energy price is less than zero, this difference shall be set to zero; and (iii) start-up and 
no-load fees shall be subject to the requirements of this Schedule. Payments or credits for 
non-delivery charges shall be used by the Office of the Interconnection to reduce or offset PJM 
Control Area costs for Operating Reserves. 

1.10.6 External Market Buyers. 

(a) Deliveries to an External Market Buyer not subject to dynamic dispatch 
by the Office of the Interconnection shall be delivered on a block loaded basis to the load bus 
or busses at the border of the PJM Control Area, or in the PJM Control Area with respect to 
an External Market Buyer's load within the PJM Control Area not served by Network Service, 
at which the energy is delivered to or for the External Market Buyer. External Market Buyers 
shall be charged the Locational Marginal Price for energy at the foregoing load bus or busses. 

(b) An External Market Buyer's hourly schedules for energy purchased from 
the PJM Interchange Energy Market shall conform to the ramping and other applicable 
requirements of the interconnection agreement between the PJM Control Area and the Control 
Area to which, whether as an intermediate or final point of delivery, the purchased energy will 
initially be delivered. 

(c) The Office of the Interconnection shall curtail deliveries to an External 
Market Buyer if necessary to maintain appropriate reserve levels for the PJM Control Area as 
defined in the PJM Manuals, or to avoid shedding load in the PJM Control Area. 

(d) An External Market Buyer that does not take delivery of the amounts of 
energy specified in its request to purchase shall be assessed a non-delivery charge, or if using 
Point-to-Point service within the PJM Control Area shall pay for imbalance service as specified 
in the Tariff. The non-delivery charge shall be calculated as the summation for all applicable 
busses of the product of (i) the Locational Marginal Price at each load bus at which delivery 
was not taken, times (ii) the amount of energy not taken each hour at such bus. The 
non-delivery charge shall not apply to deliveries curtailed by the Office of the Interconnection 
in accordance with this Schedule, or for periods when the Dispatch Rate exceeds the maximum 
value specified by the External Market Buyer in accordance with this Schedule. Payments or 
credits for non-delivery charges shall be used by the Office of the Interconnection to reduce or 
offset PJM Control Area costs for Operating Reserves. 

1.10.7 Bilateral Transactions. 

Bilateral transactions as to which the parties have notified the Office o{ tt>.e. 
Interconnection by 12:00 p.m. of the day before the Operating Day that they are not willing to 
incur Transmission Congestion Charges shall be curtailed by the Office of the Interconnection 
as necessary to reduce or alleviate transmission congestion. Bilateral transactions willing to 
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incur congestion charges shall continue to be implemented during periods of congestion, except 
as may be necessary to respond to Emergencies. 

1.10.8 Office of the Interconnection Responsibilities. 

(a) The Office of the Interconnection shall use its best efforts to determine 
the least-cost means of satisfying the projected hourly requirements for energy, Operating 
Reserves, and other ancillary services of the Market Buyers, including the reliability 
requirements of the PJM Control Area. In making this determination, the Office of the 
Interconnection shall take into account: (i) the Office of the Interconnection's forecasts of PJM 
Interchange Energy Market and PJM Control Area energy requirements, giving due 
consideration to the energy requirement forecasts and purchase requests submitted by Market 
Buyers; (ii) the offers submitted by Market Sellers; (iii) the availability of limited energy 
resources; (iv) the capacity, location, and other relevant characteristics of self-scheduled 
resources; (v) the objectives of the PJM Control Area for Operating Reserves, as specified in 
the PJM Manuals; (vi) the requirements of the PJM Control Area for Regulation and other 
ancillary services, as specified in the PIM Manuals; (vii) the benefits of avoiding or 
minimizing transmission constraint control operations, as specified in the PJM Manuals; and 
(viii) such other factors as the Office of the Interconnection reasonably concludes are relevant 
to the foregoing determination. The Office of the Interconnection shall develop a schedule of 
generation resources based on the foregoing determination. The Office of the Interconnection 
shall report the planned schedule for a hydropower resource to the operator of that resource as 
necessary for plant safety and security, and legal limitations on pond elevations. 

(b) Not later than 4:00 p.m. of the day before each Operating Day, or such 
earlier deadline as may be specified by the Office of the Interconnection in the PJM Manuals, 
the Office of the Interconnection shall: (i) post on the PJM Open Access Same-time 
Information System its forecast of the location and duration of any expected transmission 
congestion, and of the range of differences in Locational Marginal Prices between major 
subareas of the PJM Control Area expected to result from such transmission congestion; and 
(ii) inform each Market Seller whether its offer or offers have been accepted. 

(c) The Office of the Interconnection shall revise its schedule of generation 
resources to reflect updated projections of load, conditions affecting electric system operations 
in the PJM Control Area, the availability of and constraints on limited energy and other 
resources, transmission constraints, and other relevant factors. The Office of the 
Interconnection shall post on the PJM Open Access Same-time Information System at times 
specified in the PJM Manuals a revised forecast of the location and duration of any expected 
transmission congestion, and of the range of differences in Locational Marginal Prices between 
major subareas of the PJM Control Area expected to result from such transmission congestion. 

1.10.9 Hourly Scheduling 

(a) Following the initial posting of the Office of the Interconnection's 
transmission congestion forecast, and subject to the right of the Office of the Interconnection to 
sclledule and dispatch pool-scheduled resources and to direct that schedules he changed in an 
Emergency, and provided that the Office of the Interconnection is notified not later than the 
deadline specified in the PJM Manuals, a Market Participant may adjust the schedule of a 
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resource under its dispatch control on an hour-to-hour basis beginning at the time speci fied in 
the PJM Manuals, as follows: 

i) A Generating Market Buyer may self-schedule any of its resource 
increments, including hydropower resources, not previously designated 
as self-scheduled and not selected as a pool-scheduled resource; 

ii) A Market Participant may request the scheduling of a non-firm bilateral 
transaction; or 

iii) A Generating Market Buyer may remove from service a resource 
increment, including a hydropower resource, that it had previously 
designated as self-scheduled, provided that the Office of the 
Interconnection shall have the option to schedule energy from any such 
resource increment that is a Capacity Resource at the price offered in the 
scheduling process, with no obligation to pay any start-up fee. 

(b) An External Market Buyer may refuse delivery of some or all of the 
energy it requested to purchase by notifying the Office of the Interconnection of the adjustment 
in deliveries not later than 60 minutes prior to the hour in which the adjustment is to take 
effect. Any such refusal of delivery shall be subject to non-delivery charges in accordance 
with this Schedule. 

1.11 Dispatch. 

The following procedures and principles shall govern the dispatch of the resources 
a vailable to the Office of the Interconnection. 

1.11.1 Resource Output. 

The Office of the Interconnection shall have the authority to direct any Market 
Seller to adjust the output of any pool-scheduled resource increment within the operating 
characteristics specified in the Market Seller's offer. The Office of the Interconnection may 
cancel its selection of, or otherwise release, pool-scheduled resources, subject to an obligation 
to pay any applicable start-up, no-load or cancellation fees. The Office of the Interconnection 
shall adjust the output of pool-scheduled resource increments as necessary: (a) to maintain 
reliability, and subject to that constraint, to minimize the cost of supplying the energy, 
reserves, and other services required by the Market Buyers and the operation of the PJM 
Control Area; (b) to balance load and generation, maintain scheduled tie flows, and provide 
frequency support within the PIM Control Area; and (c) to minimize unscheduled interchange 
not frequency related between the PIM Control Area and other Control Areas. 

1.11.2 Operating Basis. 

In carrying out the foregoing objectives, the Office of the Interconnection shall 
conduct the operation of the PIM Control Area in accordance with the PJM Manuals, and 
shall: (i) utilize available generating reserves and obtain required replacements; and (ii) 
monitor tbe availability of adequate reserves. 
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1.11.3 Pool-dispatched Resources 

(a) The Office of the Interconnection shall implement the dispatch of energy 
from pool-scheduled resources with limited energy by direct request. In implementing 
mandatory or economic use of limited energy resources, the Office of the Interconnection shall 
use its best efforts to select the most economic hours of operation for limited energy resources, 
in order to make optimal use of such resources consistent with the dynamic load-following 
requirements of the PJM Control Area and the availability of other resources to the Office of 
the Interconnection. 

(b) The Office of the Interconnection shall implement the dispatch of energy 
from other pool-dispatched resource increments, including generation increments from 
Capacity Resources the remaining increments of which are self-scheduled, by sending 
appropriate signals and instructions to the entity controlling such resources, in accordance with 
the PJM Manuals. Each Market Seller shall ensure that the entity controlling a pool-dispatched 
resource offered or made available by that Market Seller complies with the energy dispatch 
signals and instructions transmitted by the Office of the Interconnection. 

1.11.4 Regulation 

(a) A Market Buyer may satisfy its Regulation obligation from its own 
resources capable of performing Regulation service, by contractual arrangements with other 
Market Participants able to provide Regulation service, or by purchases from the PJM 
Interchange Energy Market. 

(b) The Office of the Interconnection shall obtain Regulation service from 
the least-cost alternatives available from either pool-scheduled or self-scheduled resources as 
needed to meet PJM Control Area requirements not otherwise satisfied by the Market Buyers. 

(c) The Office of the Interconnection shall dispatch resources for Regulation 
by sending Regulation signals and instructions to resources from which Regulation service has 
been offered by Market Sellers, in accordance with the PIM Manuals. Market Sellers shall 
comply with Regulation dispatch signals and instructions transmitted by the Office of the 
Interconnection and, in the event of conflict, Regulation dispatch signals and instructions shall 
take precedence over energy dispatch signals and instructions. Market Sellers shall exert all 
reasonable efforts to operate, or ensure the operation of, their resources supplying load in the 
PJM Control Area as close to desired output levels as practical, consistent with Good Utility 
Practice. 

1.11.5 PJM Open Access Same-time Information System. 

The Office of the Interconnection shall update the information posted on the 
PJM Open Access Same-time Information System to reflect its dispatch of generation 
resources. 
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2. CALCULATION OF LOCATIONAL MARGINAL PRICES 

2.1 Introduction. 

The Office of the Interconnection shall calculate the price of energy at the load busses 
and generation busses in the PJM Control Area and at the interface busses between the PJM 
Control Area and adjacent Control Areas on the basis of Locational Marginal Prices. 
Locational Marginal Prices determined in accordance with this Section shall be calculated 
every five minutes and integrated hourly values of such calculations shall be the basis of sales 
and purchases of energy in the PJM Interchange Energy Market and of Transmission 
Congestion Charges under the PJM Tariff. 

2.2 General. 

The Office of the Interconnection shall determine the least cost security-constrained 
dispatch, which is the least costly means of serving load at different locations in the PJM 
Control Area based on actual operating conditions existing on the power grid and on the prices 
at which Market Sellers have offered to supply energy in the PJM Interchange Energy Market. 
Locational Marginal Prices for the generation and load busses in the PJM Control Area, 
including interconnections with other Control Areas, will be calculated based on the actual 
economic dispatch and the prices of energy offers. The process for the determination of 
Locational Marginal Prices shall be as follows: 

(a) To determine actual operating conditions on the power grid in the PJM Control 
Area, the Office of the Interconnection shall use a computer model of the interconnected grid 
that uses available metered inputs regarding generator output, loads, and power flows to model 
remaining flows and conditions, producing a consistent representation of power tlows on the 
network. The computer model employed for this purpose, referred to as the State Estimator 
program, is a standard industry tool and is described in Section 2.3 below. It will be used to 
obtain information regarding the output of generation supplying energy to the P J M Control 
Area, loads at buses in the PJM Control Area, transmission losses, and power !lows on 
binding transmission constraints for use in the calculation of Locational Marginal Prices. 
Additional information used in the calculation, including Dispatch Rates and real time 
schedules for external transactions between PJM and other Control Areas, will be obtained 
from the Office of the Interconnection's dispatchers. 

(b) Using the prices at which energy is offered by Market Sellers to the PJM 
Interchange Energy Market, the Office of the Interconnection shall determine the offers of 
energy that will be considered in the calculation of Locational Marginal Prices. As described 
in Section 2.4 below, every offer of energy by a Market Seller from a resource that is 
following economic dispatch instructions of the Office of the Interconnection will be utilized in 
the calculation of Locational Marginal Prices. 

(c) Based on the system conditions on the PJM power grid, determined as described 
ill (a), and the eligible energy offers, determined as described in (b), the Office of the 
Interconnection shall determine the least costly means of obtaining energy to serve the next 
increment of load at each bus in the PJM Control Area, in the manner described in Section 2.5 
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below. The result of that calculation shall be a set of Locational Marginal Prices based on the 
system conditions at the time. 

2.3 Determination of System Conditions Using the State Estimator. 

Power system operations, including, but not limited to, the determination of the least 
costly means of serving load, depend upon the availability of a complete ami consistent 
representation of generator outputs, loads, and power flows on the network. In calculating 
Locational Marginal Prices, the Office of the Interconnection shall obtain a complete and 
consistent description of conditions on the electric network in the PJM Control Area by using 
the most recent power flow solution produced by the State Estimator, which is also used by the 
Office of the Interconnection for other functions within power system operations. The State 
Estimator is a standard industry tool that produces a power flow model based on available real
time metering information, information regarding the current status of lines, generators, 
transformers, and other equipment, bus load distribution factors, and a representation of the 
electric network, to provide a complete description of system conditions, including conditions 
at busses for which real-time information is unavailable. The current version of the State 
Estimator includes over 1600 busses in the PJM Control Area, as well as interface busses with 
adjacent Control Areas. The Office of the Interconnection shall obtain a State Estimator 
solution every five minutes, which shall provide the megawatt output of generators and the 
loads at busses in the PJM Control Area, transmission line losses, and actual flows or loadings 
on constrained transmission facilities. External transactions between PJM and other Control 
Areas shall be included in the Locational Marginal Price calculation on the basis of the real 
time transaction schedules implemented by the Office of the Interconnection's dispatcher. 

2.4 Determination of Energy Offers Used in Calculating Locational Marginal 
Prices. 

(a) To determine the energy offers submitted to the PJM Interchange Energy 
Market that shall be used to calculate the Locational Marginal Prices, the Office of the 
Interconnection shall determine which resources are following its economic dispatch 
instructions. A resource will be considered to be following economic dispatch instructions and 
shall be included in the calculation of Locational Marginal Prices if: 

i) 

ii) 

the price bid by a Market Seller for energy from the resource is less than 
or equal to the Dispatch Rate for the area of the PJM Control Area in 
which the resource is located; or 

the resource is specifically requested to operate by the Office of the 
Interconnection's dispatcher. 

(b) In determining whether a resource satisfies the condition described in (a), the 
Office of the Interconnection will determine the bid price associated with an energy offer by 
comparing the actual megawatt output of the resource with the Market Seller's offer price 
curve. Because of practical generator response limitations, a resource whose megawatt output 
is not ten percent more than the megawatt level specified on the offer price curve for the 
applicable Dispatch Rate shall be deemed to be following economic dispatch instructions, but 
the energy price offer used in the calculation of Locational Marginal Prices shall not exceed the 
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applicable Dispatch Rate. Units that must be run for local area protection shall not be 
considered in the calculation of Locational Marginal Prices. 

2.5 Calculation of Locational Marginal Prices. 

(a) The Office of the Interconnection shall determine the least costly means of 
obtaining energy to serve the next increment of load at each bus in the PJM Control Area 
represented in the State Estimator and each interface bus between the PJM Control Area and an 
adjacent Control Area, based on the system conditions described by the most recent power 
flow solution produced by the State Estimator program and the energy offers determined to be 
eligible for consideration under Section 2.4. This calculation shall be made by applying an 
incremental linear optimization method to minimize energy costs, given actual system 
conditions, a set of energy offers, and any binding transmission constraints 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 Locational Marginal Price at that bus. 

(b) 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 
Locational Marginal 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 
Locational Marginal Prices for that hour, which will determine prices in the P J M Interchange 
Energy Market and Transmission Congestion Costs under the PJM Tariff. 

2.6 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 Fixed 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 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. 
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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. 

3.2 Market Buyers. 

3.2.1 Spot Market Energy • 

(a) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall calculate the load payment for each Market Buyer's load bus. The load 
payment at each bus shall be the product of the Market Buyer's megawatts of load at such load 
bus in the hour times the Locational Marginal Price at the bus. The megawatts of load at each 
load bus shall be the sum of the megawatts of load for that bus of that Market Buyer as 
determined by the State Estimator, plus an allocated share of transmission losses, plus any 
megawatts of that Market Buyer's bilateral sales to purchasers outside the PJM Control Area 
attributable to that bus. The total load payment for each Market Buyer shall be the sum of the 
load payments for each of a Market Buyer's load busses. 

(b) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall calculate the generation revenue for each Generating Market Buyer's 
generation bus. The generation revenue at each generation bus shall be the product of the 
Generating Market Buyer's megawatts of generation at such generation bus in the hour times 
the Locational Marginal Price at the bus. The megawatts of generation at each generation bus 
shall be the sum of the megawatts of generation for that bus of that Generating Market Buyer 
as determined by the State Estimator, plus any megawatts of bilateral purchases of that 
Generating Market Buyer from sellers outside the PJM Control Area attributable to that bus. 
The total generation revenue for each Generating Market Buyer shall be the sum of the 
generation revenues for each of the Generating Market Buyer's generation busses. 

(c) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall calculate a net bill for each Market Buyer, determined as the difference 
between its total load payment and its total generation revenue. The portions of the net bill 
attributable to net hourly PJM Interchange and to Transmission Congestion Charges shall be 
determined as set forth below. 

(d) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall calculate the total amount of net hourly PJM Interchange for each Market 
Buyer, including Generating Market Buyers, in accordance with the PJM Manuals. For 
Internal Market Buyers, this calculation shall include determination of the net energy flows 
from: (i) tie lines; (ii) any generation resource the output of which is controlled by the Market 
Buyer but delivered to it over another entity's Transmission Facilities; (iii) any generation 
resource the output of which is controlled by another entity but which is directly 
interconnected with the Market Buyer's transmission system; (iv) 500 kV transmission losses; 
(v) deliveries pursuant to bilateral energy sales; (vi) receipts pursuant to bilateral energy 
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purchases; (vii) Inadvertent Interchange allocated to the Market Buyer; and (viii) the Market 
Buyer's allocated share of energy purchased from another Control Area in connection with a 
Minimum Generation Emergency in such other Control Area as specified in Section 3.2.6(c). 
For External Market Buyers, this calculation shall determine the energy delivered pursuant to 
the External Market Buyer's purchase request. 

(e) The Office of the Interconnection shall calculate Locational Marginal 
Prices for each load and generation bus in the PJM Control Area, in accordance with Section 2 
of this Schedule. 

(f) An Internal Market Buyer shall be charged for Spot Market Energy 
purchases to the extent of its hourly net PJM Interchange Imports, determined as specified 
above. An External Market Buyer shall be charged for its Spot Market Energy purchases 
based on the energy delivered to it, determined as specified above. The Office of the 
Interconnection shall calculate an hourly weighted average Locational Marginal Price for each 
such Market Buyer, based on the Locational Marginal Price at each load bus and the Market 
Buyer's load at that bus. The total charge shall be the Market Buyer's total net PJM 
Interchange Imports times the weighted average Locational Marginal Price. 

(g) A Generating Market Buyer shall be credited as a Market Seller for sales 
of Spot Market Energy to the extent of its hourly net PJM Interchange Exports, determined as 
specified above. The total credit shall be the sum of the credits determined by the product of 
(i) the hourly net amount of energy of PJM Interchange Exports at the applicable generation 
bus from each of the Generating Market Buyer's generation resources determined to be making 
such deliveries, times (ii) the hourly Locational Marginal Price at that generation bus. If the 
Office of the Interconnection dispatches energy to serve load in the PJM Control Area, the 
pool-dispatched generation resources determined to be making deliveries into PJM Interchange 
of such Generating Market Buyer shall be those that have the highest Locational Marginal 
Prices of the Market Seller's generation resources. 

(h) If energy in excess of a Generating Market Buyer's Equivalent Load 
flows to the PJM Control Area from a self-scheduled resource, the Generating Market Buyer 
shall receive a payment or credit for such excess energy at a rate equal to the lesser of (i) 95 % 
of the Locational Marginal Price at the delivery bus for such energy, or (ii) the Locational 
Marginal Price at the delivery bus for such energy if the Locational Marginal Price is negative. 
For purposes of the foregoing calculation, such excess energy shall be deemed to have been 
delivered from the Generating Market Buyer's self-scheduled resource or resources with the 
lowest Locational Marginal Price or Prices at the time of delivery. Revenues attributahle to 
the difference between the market clearing price in the PJM Interchange Energy Market and 
payments or credits for excess energy from self-scheduled resources shall be used by the Office 
of the Interconnection to reduce or offset PJM Control Area costs for Operating Reserves. 

3.2.2 Regulation • 

(a) Each Internal Market Buyer shall have an hourly Regulation objective 
equal to its pro rata share of the PJM Control Area Regulation requirements ti)r the hour. 
hased on the Market Buyer's total load in the PJM Control Area for the hour. 
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(b) A Generating Market Buyer supplying Regulation at the direction of the 
Office of the Interconnection in excess of its hourly Regulation obligation shall be credited for 
each increment of such Regulation at the price in that hour for the Regulation Class from 
which the Regulation was supplied, as determined by the Office of the Interconnection in 
accordance with procedures specified in the PJM Manuals. An Internal Market Buyer that 
does not meet its hourly Regulation obligation shall be charged for Regulation dispatched by 
the Office of the Interconnection to meet such obligation at the average price paid by the Office 
of the Interconnection for Regulation. 

3.2.3 Operating Reserves. 

(a) A Market Seller's pool-scheduled resources capable of providing 
operating reserves shall be credited as specified below based on the prices offered I(lr the 
operation of such resource, provided that the resource was available for the entire time 
specified in the Offer Data for such resource. 

(b) At the end of each Operating Day, the following determination shall be 
made for each synchronized pool-scheduled resource of each Market Seller: the total offered 
price for start-up and no-load fees and Spot Market Energy, determined on the hasis of the 
resource's actual output or available and requested time and type of operation, shall be 
compared to the total value of that resource's Spot Market Energy. If the total offered price 
exceeds the total value, the difference shall be credited to the Market Seller. Market Sellers 
shall also be credited on the basis of their offered prices for synchronized condensing for any 
hydropower or combustion turbine units operated as synchronous condensers at the request of 
Office of the Interconnection but producing no energy. 

(c) The sum of the foregoing credits, plus any cancellation fees paid in 
accordance with Section 1.lO.2(d), less any amounts received in accordance with Sections 
1. IO.5(d), 1. IO.6(d) and 3.2. 1 (h) of this Schedule and payments received from another Control 
Area for Operating Reserves or from users of Point-to-Point Transmission Service within the 
PJM Control Area for imbalance service, shall be the cost of Operating Reserves for the PJM 
Control Area for each Operating Day. 

(d) The cost of Operating Reserves for each Operating Day shall be 
allocated and charged to each Market Buyer in proportion to its total load during that 
Operating Day in the PJM Control Area. 

3.2.4 Transmission Congestion. 

Each Market Buyer shaH be charged or credited for Transmission Congestion 
Charges as specified in Section 5 of this Schedule. 

3.2.5 Transmission Losses. 

(a) Whenever the Office of the Interconnection has in place appropriate 
• computer hardware, software, and other necessary resources to account for marginal losses in 

the dispatch of energy and the calculation of Locational Marginal Prices, loss accounting shall 
be determined on that basis, and the provisions of this Section shall be revised accordingly. 
Until such time, the following accounting provisions for losses shall apply. 
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(b) Each Internal Market Buyer shall be credited in an amount equal to its 
pro rata share of the hourly total amounts collected from Transmission Customers either as 
charges for transmission losses in the PJM Control Area as specified in Section 3.4.2 or for 
transmission losses supplied in kind in accordance with Section 3.4.2(c) based on the 
Locational Marginal Price at the interface where such losses were delivered. This credit shall 
be determined by the ratio of the Internal Market Buyer's total hourly load, divided by the total 
hourly load in the PJM Control Area. 

(c) PJM Control Area 500 kV losses shall be allocated to each Internal 
Market Buyer in proportion to its hourly load in the PJM Control Area. 

3.2.6 Emergency Energy. 

(a) Internal Market Buyers shall be allocated a proportionate share of the net 
cost of Emergency energy purchased by the Office of the Interconnection. Such allocated 
share shall be determined in proportion to the amount of net PJM Interchange Imports by each 
Internal Market Buyer during the hour of each such energy purchase. 

(b) Net revenues in excess of Locational Marginal Prices attributable to sales 
of energy in connection with Emergencies to other Control Areas shall be credited to Internal 
Market Buyers in proportion to the amount of net PJM Interchange Imports by each Internal 
Market Buyer during each hour of such energy sales. 

(c) The costs, revenues, and energy associated with hourly energy purchased 
from another Control Area in connection with a Minimum Generation Emergency in such other 
Control Area, shall be allocated to each Internal Market Buyer in proportion to its load in the 
PJM Control Area during the hour of such purchases. 

3.2.7 Billing. 

(a) The Office of the Interconnection shall prepare a billing statement each 
billing cycle for each Market Buyer in accordance with the charges and credits specified in 
Sections 3.2.1 through 3.2.6 of this Schedule, and showing the net amount to be paid or 
received by the Market Buyer. Billing statements shall provide sufficient detail, as specified in 
the PJM Manuals, to allow verification of the billing amounts and completion of the Market 
Buyer's internal accounting. 

(b) If deliveries to a Market Buyer that has PJM Interchange meters in 
accordance with Section 14 of this Agreement include amounts delivered for a Market 
Participant that does not have PJM Interchange meters separate from those of the metered 
Market Buyer, the Office of the Interconnection shall prepare a separate billing statement for 
the unmetered Market Participant based on the allocation of deliveries agreed upon between the 
Market Buyer and the unmetered Market Participant specified by them to the Office of the 
Interconnection. 

3.3 Market Sellers. 

Except as provided in the following sentence, the accounting and billing principle'> an'" 
procedures applicable to Generating Market Buyers functioning as Market Sellers shall he as 
set forth in Section 3.2. This Section sets forth the accounting and hilling principles and 
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procedures applicable to all other Market Sellers, and to Generating Market Buyers functioning 
as Market Sellers with respect to any matters not specified in Section 3.2. 

3.3.1 Spot Market Energy. 

(a) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall determine the total net amount of hourly energy delivered to the PJM 
Control Area by each pool-scheduled or pool-dispatched resource of each Market Seller, in 
accordance with the PJM Manuals and the calculation described in Section 3.2.I(d). 

(b) The Office of the Interconnection shall calculate Locational Marginal 
Prices for each generation and load bus in the PJM Control Area, including the bus at each 
point of interconnection between the PJM Control Area and each adjacent Control Area, in 
accordance with Section 2 of this Schedule. 

(c) A Market Seller shall be credited for sales of Spot Market Energy to the 
extent of its hourly net deliveries of energy to the PJM Control Area from the Market Seller's 
pool-scheduled or pool-dispatched resources. For pool-scheduled resources that are External 
Resources, the Office of the Interconnection shall model, based on an appropriate flow 
analysis, the hourly amounts delivered from each such resource to the corresponding interface 
point between the PJM Control Area and adjacent Control Areas. The total credit for each 
Market Seller shall be the sum of its credits determined by the product of (i) the hourly net 
amount of energy delivered to the PJM Control Area at the applicable generation or interface 
bus from each of the Market Seller's pool-scheduled or pool-dispatched resources, times (ii) 
the hourly Locational Marginal Price at that bus. 

(d) Market Sellers, including Generating Market Buyers, shall be charged 
for non-delivery of Spot Market Energy from resources that are not Capacity Resources, as 
specified in Section 1.10 .5(d) of this Schedule. 

3.3.2 Regulation. 

Each Market Seller that is also an Internal Market Buyer shall have an hourly 
Regulation objective as specified in Section 3.2.2(a), and shall be credited or charged in 
connection therewith as specified in Section 3.2.2(b). All other Market Sellers supplying 
Regulation at the direction of the Office of the Interconnection shall be credited telr each 
increment of such Regulation at the price in that hour for the Regulation Class from which the 
Regulation was supplied, as determined by the Office of the Interconnection in accordance with 
procedures specified in the PJM Manuals. 

3.3.3 Operating Reserves. 

A Market Seller shall be credited for its pool-scheduled resources based on the 
prices offered for the operation of such resource, provided that the resource was availahle for 
the entire time specified in the Offer Data for such resource, in accordance with the procedures 
set forth in Section 3.2.3(b) 

3.3.4 Emergency Energy. 

The costs and net revenues associated with hourly energy sales to other Control 
Areas in connection with a Minimum Generation Emergency in the PJM Control Area shall be 
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allocated to Market Sellers in proportion to their sales to the PJM Interchange Energy Market 
from generation resources within the metered boundaries of the PJM Control Area in each 
hour in which such energy was sold to other Control Areas. 

3.3.5 Billing. 

The Office of the Interconnection shall prepare a billing statement each hilling 
cycle for each Market Seller in accordance with the charges and credits specified in Sections 
3.3.1 through 3.3.4 of this Schedule, and showing the net amount to be paid or received by the 
Market Seller. Billing statements shall provide sufficient detail, as specified in the PJM 
Manuals, to allow verification of the billing amounts and completion of the Market Seller's 
internal accounting. 

3.4 Transmission Customers. 

3.4.1 Transmission Congestion. 

Each Transmission Customer shall be charged and credited for Transmission 
Congestion Charges as specified in Section 5 of this Schedule. 

3.4.2 Transmission Losses 

(a) Whenever the Office of the Interconnection has in place appropriate 
computer hardware, software, and other necessary resources to account for marginal losses in 
the dispatch of energy and the calculation of Locational Marginal Prices, loss accounting shall 
be determined on that basis, and the provisions of this Section shall be revised accordingly. 
Until such time, the following accounting provisions for losses shall apply. 

(b) Transmission Customers other than entities that are also Internal Market 
Buyers shall be charged for transmission losses in an amount equal to the product of (i) the 
Transmission Customer's megawatt-hours of deliveries using Point-to-Point Transmission 
Service, times (ii) the appropriate loss factor for deliveries using Point-to-Point Transmission 
Service, times (iii) the weighted average Locational Marginal Price for all load busses in the 
PJM Control Area. The foregoing average hourly loss factor shall be: (i) determined by the 
Office of the Interconnection from time to time as conditions affecting losses shall warrant; (ii) 
calculated separately for on-peak and off-peak hours on the basis of the average ratio of losses 
to load served in each such period; and (iii) determined in accordance with the provisions in 
the PJM Manuals on "Calculation of Losses for Transmission Services." 

(c) A Transmission Customer may elect to pay for losses in kind, rounded 
off to the nearest whole megawatt, rather than as specified above if its total deliveries in an 
hour using Point-to-Point Transmission Service are greater than 200 megawatts. [f it so elects, 
the Transmission Customer's specified source for the energy to be delivered using 
Point-to-Point Transmission Service may be scheduled to supply to the PJM Control Area 
boundary an amount of energy equal to the delivery schedule plus the amount of losses 
determined by applying the appropriate hourly loss factor as specified ahove to the delivered 
amount. 
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3.4.3 Billing. 

The Office of the Interconnection shall prepare a billing statement each billing 
cycle for each Transmission Customer in accordance with the charges and credits specified in 
Sections 3.4.1 through 3.4.2 of this Schedule, and showing the net amount to be paid or 
received by the Transmission Customer. Billing statements shall provide sufficient detail, as 
specitied in the PJM Manuals, to allow verification of the billing amounts and completion of 
the Transmission Customer's internal accounting. 

3.5 Other Control Areas. 

3.5.1 Energy Sales. 

To the extent appropriate in accordance with Good Utility Practice, the Office of 
the Interconnection may sell energy to an interconnected Control Area as necessary to alleviate 
or end an Emergency in that Control Area. Such sales shall be made (i) only to Control Areas 
that have undertaken a commitment pursuant to a written agreement with the LLC to sell 
energy on a comparable basis to the PJM Control Area, and (ii) only to the extent consistent 
with the maintenance of reliability in the PJM Control Area. The Office of the Interconnection 
may decline to make such sales to a Control Area that the Office of the Interconnection 
determines does not have in place and implement Emergency procedures that are comparable to 
tbose followed in the PJM Control Area. If the Office of the Interconnection sells energy to an 
interconnected Control Area as necessary to alleviate or end an Emergency in that Control 
Area, such energy shall be sold at 150% of the Locational Marginal Price at the bus or busses 
at tbe border of the PJM Control Area at which such energy is delivered. 

3.5.2 Operating Margin Sales. 

The extent appropriate in accordance with Good Utility Practice, the Office of 
the Interconnection may sell Operating Margin to an interconnected Control Area as requested 
to alleviate an operating contingency resulting from the affect of the purchasing Control Area's 
operations on the dispatch of resources in the PJM Control Area. Such sales shall be made 
only to Control Areas that have undertaken a commitment pursuant to a written agreement with 
the Office of the Interconnection (i) to purchase Operating Margin whenever the purchasing 
Control Area's operations will affect the dispatch of resources in the PJM Control Area, and 
(ii) to sell Operating Margin on a comparable basis to the LLC. 

3.5.3 Transmission Congestion. 

Each Control Area purchasing Operating Margin shall be assessed Transmission 
Congestion Charges as specified in Section 5.1.5 of this Schedule. 

3.5.4 Billing. 

The Office of the Interconnection shall prepare a billing statement each billing 
cycle for each Control Area to which Emergency energy or Operating Margin was sold, and 
showing the net amount to be paid by such Control Area. Billing statements shall provide 
sufficient detail, as specif\ed in the PJM Manuals, to allow verification of the billing amounts. 
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3.6 Metering Reconciliation. 

3.6.1 Meter Correction Billing. 

Metering errors and corrections will be reconciled at the end of each month by a 
meter correction charge or credit. The monthly meter correction charge or credit shall be 
determined by the product of the positive or negative deviation in energy amounts. times the 
weighted average Locational Marginal Price for the affected Market Buyer. 

3.6.2 Meter Corrections Between Market Participants. 

If a Market Participant or the Office of the Interconnection discovers a meter 
error affecting an interchange of energy with another Market Participant and makes the error 
known to such other Market Participant prior to the completion by the Office of the 
Interconnection of the accounting for the interchange, and if both Market Participants are 
willing to adjust hourly load records to compensate for the error and such adjustment does not 
affect other parties, an adjustment in load records may be made by the Market Participants in 
order to correct for the meter error, provided corrected information is furnished to the Office 
of the Interconnection in accordance with the Office of the Interconnection's accounting 
deadlines. No such adjustment may be made if the accounting for the Operating Day in which 
the interchange occurred has been completed by the Office of the Interconnection. 

3.6.3 500 kV Meter Errors. 

Billing cycle accounting for 500 kV transmIssIon losses shall be adjusted to 
account for errors in meters on 500 kV Transmission Facilities. 

3.6.4 Meter Corrections Between Control Areas. 

An error between accounted for and metered interchange between a Party in the 
PJM Control Area and an entity in another Control Area shall be corrected by adjusting the 
hourly meter readings. If this is not practical, the error shall be accounted for by a correction 
at the end of the billing cycle. The Market Participant with ties to such other Control Area 
experiencing the error shall account for the full amount of the discrepancy and an appropriate 
debit or credit shall be applied equally among all Market Buyers. The Office of the 
Interconnection will adjust the actual interchange between the PIM Control Area and the other 
Control Area to maintain a proper record of inadvertent energy flow. Meter corrections on the 
500 kV system between the PJM Control Area and other Control Areas shall be accounted for 
through the internal 500 kV system meter error allocation at the end of the billing cycle. 

3.6.5 Meter Correction Data. 

Meter error data shall be submitted to the Office of the Interconnection not later 
than noon on the second working day of the Office of the Interconnection after the end of the 
billing cycle applicable to the meter correction. 

3.6.6 Correction Limits. 

A Market Participant may not assert a claim for an adjustment in billing, as a 
result of a meter error for any error discovered more than two years after the date on whicll the 
metering occurred. Any claim for an adjustment in billing as a result of a meter error shall be 
limited to bills for transactions occurring in the most recent annual accounting period of the 
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billing Market Participant in which the meter error occurred, and the prior annual accounting 
period. 
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4. RATE TABLE 

4.1 Offered Price Rates. 

Spot Market Energy, Regulation, Operating Reserve, and Transmission Congestion are 
based on offers to the Office of the Interconnection specified in this Agreement. 

4.2 Transmission Losses. 

A verage loss factors shall be as specified in the PJM Tariff. 

4.3 Emergency Energy Purchases. 

The pricing for Emergency energy purchases will be determined by the Oftice of the 
Interconnection and the adjacent Control Area, in accordance with an agreement between the 
Office of the Interconnection and such adjacent Control Area that complies with this 
Agreement. 
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5. CALCULATION OF TRANSMISSION CONGESTION CHARGES AND 
CREDITS 

5.1 Transmission Congestion Charge Calculation 

5.1.1 Calculation by Office of the Interconnection. 

When the transmission system is operating under constrained conditions, the 
Office of the Interconnection shall calculate Transmission Congestion Charges for each 
Network Service User, the PJM Interchange Energy Market, and each Transmission Customer. 

5.1.2 General. 

The basis for the Transmission Congestion Charges shall be the Locational 
Marginal Prices determined in accordance with Section 2 of this Schedule. 

5.1.3 Network Service User Calculation. 

Each Network Service User shall be charged for the increased cost of energy 
incurred by it during each constrained hour to deliver the output of its firm Capacity Resources 
or other owned or contracted for resources, its firm bilateral purchases, and its non-firm 
bilateral purchases as to which it has elected to pay Transmission Congestion Charges. The 
Transmission Congestion Charge for deliveries from each such source shall be the Network 
Service User's hourly net bill less its hourly net PJM Interchange payments or sales as 
determined in accordance with Section 3.2.1 or Sections 3.3 and 3.3.1 of this Schedule. 

5.1.4 Transmission Customer Calculation. 

Each Transmission Customer using Firm Point-to-Point Transmission Service 
(as defined in the PJM Tariff), and each Transmission Customer using Non-Firm 
Point-to-Point Transmission Service (as defined in the PJM Tariff) that has elected to pay 
Transmission Congestion Charges, shall be charged for the increased cost of energy during 
constrained hours for the delivery of energy using Point-to-Point Transmission Service. The 
Transmission Congestion Charge for each such delivery shall be the delivery amount 
multiplied by the difference between the Locational Marginal Price at the delivery interface 
and the Locational Marginal Price at the source interface, or for Market Sellers using point-to
point transmission service for deliveries out of the PJM Control Area from generating 
resources within the PJM Control Area shall be the amount of its net bill less its net hourly 
PJM Interchange payments or sales as determined in accordance with Section 3.3 of this 
Schedule. 

5.1.5 Operating Margin Customer Calculation. 

Each Control Area purchasing Operating Margin shall be assessed Transmission 
Congestion Charges for any the increase in the cost of energy resulting from the provision of 
Operating Margin. The Transmission Congestion Charge shall be the amount of Operating 
Margin purchased in an hour multiplied by the difference in the Locationa} M!lrginal Price ./" 
what would be the delivery interface and the Locational Marginal Price at what would be the 
source interface, if the operating contingency that was the basis for the purchase of Operating 
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Margin had occurred in that hour. Operating Margin may be allocated among mUltiple source 
and delivery interfaces in accordance with an applicable load flow study. 

5.1.6 Total Transmission Congestion Charges. 

The total Transmission Congestion Charges collected by the Office of the 
Interconnection each hour will be the sum of the 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. 

Each Transmission Customer using firm Point-to-Point Transmission Service 
and each Network Service User shall receive as a Transmission Congestion Credit a 
proportional share of the total Transmission Congestion Charges collected for each constrained 
hour. 

5.2.2 Fixed Transmission Rights 

(a) Transmission Congestion Credits will be calculated based upon the Fixed 
Transmission Rights of each Network Service User and Transmission Customer, determined as 
specified below. 

(b) Each Network Service User shall designate a subset of its Network 
Resources for which Fixed Transmission Rights will be assigned. The Fixed Transmission 
Right for each Network Resource shall be a number of megawatts equal to or less than the 
installed capacity summer megawatt rating of each designated Network Resource, determined 
at the PJM Control Area transmission bus at which the designated Network Resource is 
connected to the aggregate load busses of the Network Service User. The sum of each 
Network Service User's Fixed Transmission Rights must be equal to or less than the Network 
Service User's projected annual peak load. 

(c) Each Transmission Customer receiving firm Point-to-Point Transmission 
Service shall be assigned Fixed Transmission Rights. The Fixed 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. 

(d) The foregoing assignment of Fixed Transmission Rights shall be 
enhanced by an amendment to this Schedule, to be filed with FERC not later than December 
31, 1997, that will provide for an auction of Fixed Transmission Rights over and above those 
FTRs obtained and retained by Network Service Users and Transmission Customers then 
receiving firm Point-to-Point Transmission Service (including firm Point-to-Point transmission 
service for existing bilateral contracts), such auction to be implemented as soon after 
December 31, 1997 as shall be determined by the Office of the Interconnection to be 
reasonably practical. For so long as Fixed Transmission Rights are assigned on the hasis \)~ 

Network Transmission Service and firm Point-to-Point Transmission Service, any fixed 
Transmission Rights awarded pursuant to an auction shall be simultaneously feasible with all 
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Network Transmission Service and firm Point-to-Point Transmission Service obligations. The 
Members specified in Section 11.5(c) of the Agreement, working with the Office of the 
Interconnection, shall develop the details of the implementation of such an auction, including 
but not limited to the nature of the bidding process, the frequency of auctions, and the duration 
of the Fixed Transmission Rights purchased at auction. 

5.2.3 Target Allocation for Network Service Users. 

A target allocation of Transmission Congestion Credits for each Network 
Service User shall be determined for each of its Fixed Transmission Rights. Each Fixed 

- Transmission Right shall be multiplied by the percent of the Network Service User's annual 
peak load assigned to each load bus multiplied by the difference calculated as the Network 
Service User's load bus Locational Marginal Price minus the generation bus Locational 
Marginal Price of the Network Resource associated with the Fixed Transmission Right. The 
total target allocation for each Fixed Transmission Right is the sum of the target allocations for 
each load bus. The total target allocation for each Network Service User for each hour is the 
sum of the total target allocations for each of the Network Service User's Fixed Transmission 
Rights. 

-
-

-

5.2.4 Target Allocation for other Holders. 

A target allocation of Transmission Congestion Credits for each Transmission 
Customer or entity holding an FTR acquired by other means shall be determined for each 
Fixed Transmission Right. Each Fixed Transmission Right shall be multiplied by the hourly 
Locational Marginal Price differences for the receipt and delivery points associated with the 
Fixed Transmission Right, calculated as the Locational Marginal Price at the delivery point(s) 
minus the Locational Marginal Price at the receipt point(s). The total target allocation for the 
Transmission Customer for each hour shall be the sum of the target allocations associated with 
all of the Transmission Customer's Fixed Transmission Rights. 

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. If the total of the 
target allocations is less than the total of the Transmission Congestion Charges, the 
Transmission Congestion Credit for each Network Service User and Transmission Customer 
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, each holder of Fixed Transmission Rights shall receive a 
share of the total Transmission Congestion Charges in proportion to its target allocations. 

5.2.6 Distribution of Excess Congestion Charges 

• (a) Excess Transmission Congestion Charges accumulated in a month shall 
be distributed to each holder of Fixed 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) Any excess Transmission Congestion Charges remaining at the end of a 
month 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 . 
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SCHEDULE 2 

Revision No.2 

COMPONENTS OF COST 

Issued: 
Effective: 

June 2, 1997 
August 1, 1997 

(a) Each Market Participant obligated to sell operating capacity on the PJM 
Interchange Energy Market at cost -based rates shall include the following components or their 
equivalent in the determination of costs for operating capacity supplied to or from the 
Interconnection: 

(1) Boilers 

(2) 

Firing-up cost; 
No-load cost during period of operation; 
Peak-prepared-for maintenance cost; 
Incremental labor cost; and 
Other incremental operating costs. 
Machines 
Starting cost from cold to synchronized operation; 
No-load cost during period of operation; 
Incremental labor cost; and 
Other incremental operating costs. 

(b) Each Member obligated to sell energy on the PJM Interchange Energy Market at 
cost-based rates shall include the following components or their equivalent in the determination 
of costs for energy supplied to the Interconnection: 

Incremental fuel cost; 
Incremental maintenance cost; 
Incrementallabor cost; and 
Other incremental operating costs. 

(c) All fuel costs shall employ the marginal fuel price experienced by the Member. 

(d) The PJM Board, upon consideration of the advice and recommendations of the 
Members Committee, shall from time to time define in detail the method of determining the 
costs entering into the said components, and the Members shall adhere to such definitions in 
the preparation of incremental costs used on the Interconnection. 
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Issued: 

SCHEDULE 2 -- EXHIBIT A 
EXPLANATION OF THE TREATMENT OF THE COSTS OF 

EMISSION ALLOWANCES 

Effective: 
June 2, 1997 
August 1, 1997 

The cost of emission allowances is included in "Other Incremental Operating Costs" 
pursuant to Schedule 2. The replacement cost of emission allowances will be used to recover 
the cost of emission allowances consumed as a result of producing energy for the 
Interconnection. 

Consistent with definitions promulgated by the PJM Board upon consideration of the 
advice and recommendations of the Members Committee under Schedule 2, each Member 
subject to Schedule 2 will determine and provide to the Interconnection its replacement cost of 
emission allowances, such cost to be an amount not exceeding the market price index published 
by Cantor-Fitzgerald Environmental Brokerage Services ("EBS"), or a PJM Board approved 
index in the event that EBS should cease publication of such index. As with all other 
components of cost required for accounting under this Agreement, each Member subject to 
Schedule 2 will use the same replacement cost of emissions allowances, so determined, as it 
uses for coordinating operation of its generating facilities hereunder. 

For each Member subject to Schedule 2, the cost of emissions allowances is included in 
the cost of energy supplied to or received from the Interconnection. 

Payment 
The Members subject to Schedule 2 waive the right of payment-in-kind for emission 

allowances for transactions wholly between the parties. Cash payments for emission 
allowances consumed in providing energy for the Interconnection shall be incorporated into 
and conducted pursuant to the billing procedures for energy prescribed by this Agreement. 

Calculation of Emission Allowance Amount and Cost 
Pursuant to the letter from the PJM Interconnection to FERC dated June 26, 1995, the 

calculation of an annual average for the cost of emission allowances, described below, is 
required due to the profile of the PJM physical system and PJM Energy Management software 
system. Approximately five hundred and forty generating units comprise the PJM system, of 
which 9 units are Phase I units. Current real-time operational software and hardware tools 
used in the transaction of energy do not identify individual units, and therefore do not identify 
Phase I units. (The pool has contracted with a vendor to supply a new Energy Management 
System to be installed over the next several years.) It is currently not possible for system 
operators to provide actual individual unit emission allowance costs in real time transaction 
quotations. 

An average emission allowance cost based on a standard production cost study case will 
be used to calculate the average cost of emission allowances for each pool megawatt produced. 
This cost for the current year is less than 0.2 dollars per megawatt-hour. 
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In summary, for the above-mentioned reasons, it is not practical nor cost effective to 
provide actual individual emission allowance costs in real-time transaction quotations. 
Therefore, the annual average method is proposed. 

The Emission Allowances (Tons of SO,)associated with a transaction will be calculated 
by multiplying the magnitude of a transaction (MWhr) by an Emissions per MWHr Factor 
(Tons of SO, per MWhr): 

Emission 
Allowances 
Used 
(Tons of SO,) 

= 
Transaction 
Magnitude 

(MWhr) 

x 
Emissions 
per MWhr 
Factor 
(Tons of SO, per MWhr) 

The Emissions per MWHr Factor will be calculated by dividing the forecast annual 
emissions from all Phase I units (Tons of SO,) by the Forecast Annual Total PJM Energy 
Production (MWhr): 

Emissions 
per MWhr= 
Factor 
(Tons of SO, 
per MWhr) 

Forecast Annual Phase I Unit Emissions (Tons of SOIl 
Forecast Annual Total PJM Energy Production (MWhr) 

Likewise, the cost (Dollars) of the Emission Allowances for a transaction will be 
calculated by mUltiplying the transaction magnitude (MWhr) by a Charge per MWhr Factor 
(Dollars per MWHr). 

Cost of Emission 
Allowances Used = 
(Dollars) 

Transaction 
Magnitude 
(MWhr) 

x 
Charge 
per MWhr Factor 
(Dollars per MWhr) 

The Charge per MWhr Factor will be calculated by multiplying, for each Member 
subject to Schedule 2, its Forecast Annual Emissions (Tons of SO,)by its respective Emissions 
Allowance Replacement Cost (Dollars per Ton of SO,) to yield each the forecasted annual cost 
of emissions (Dollars). Then, the total of forecasted annual cost of emissions for each Member 
subject to Schedule 2 is divided by the Forecast Annual Total PJM Energy Production (MWhr) 
to determine the Charge per MWHr Factor (Dollars per MWHr). 

Charge per 
MWhr Factor = where: 

C 
A = Member's Forecasted Annual Emissions, (Tons of SO,) 
B = Emission Allowance Replacement Cost, (Dollars per Ton of SO" per 
company) 
C = Forecast Annual PJM Energy Production, (MWhr) 
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Issued: 
Effective: 

SCHEDULE 3 

Revision NO.6 

ALLOCATION OF THE COST AND EXPENSES 
OF THE OFFICE OF THE INTERCONNECTION 

June 2, 1997 
August 1, 1997 

(a) Each group of Affiliates, each group of Related Parties, and each Member that 
is not in such a group shall pay an annual membership fee, the proceeds of which shall be used 
to defray the costs and expenses of the LLC, including the Office of the Interconnection. The 
amount of the annual fee as of the Effective Date shall be $5,000. The amount of the annual 
membership fee shall be adjusted from time to time by the PJM Board to keep pace with 
inflation. 

(b) All remaining costs of the operation of the LLC and the Office of the 
Interconnection and the expenses, including, without limitation, the costs of any insurance and 
any claims not covered by insurance, associated therewith as provided in this Agreement shall 
be costs of Scheduling, System Control and Dispatching Service under the PJM Tariff and 
shall be recovered pursuant to the PJM Tariff. 

(c) An entity accepted for membership in the LLC shall pay all costs and expenses 
associated with additions and modifications to its own metering, communication, computer, 
and other appropriate facilities and procedures needed to effect the inclusion of the entity in the 
operation of the Interconnection. 
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SCHEDULE 4 

Revision No.1 

STANDARD FORM OF AGREEMENT TO BECOME A MEMBER OF THE LLC 

Issued: 
Effective: 

June 2, 1997 
August I, 1997 

Any entity which wishes to become a Member of the LLC shall, pursuant to Section 
11.6 of this Agreement, tender to the President an application, upon the acceptance of which it 
shall execute a supplement to this Agreement in the following form: 

Additional Member Agreement 

I. This Additional Member Agreement (the "Supplemental Agreement"), dated as of 
________ , is entered into among ______ and the President of the LLC 
acting on behalf of its Members. 

2. has demonstrated that it meets all of the qualifications required of a 
- Member to the Operating Agreement. If expansion of the PJM Control Area is required to 

integrate 's facilities, a copy of Attachment J from the PJM Tariff 
marked to show changes in Control Area boundaries is attached hereto. 
_________ agrees to pay for all required metering, telemetering and hardware 
and software appropriate for it to become a member. 

3. agrees to be bound by and accepts all the terms of the 
Operating Agreement as of the above date. 

4. hereby gives notice that the name and address of its 
initial representative to the Members Committee under the Operating Agreement shall be: 

5. The President of the LLC is authorized under the Operating Agreement to execute this 
Supplemental Agreement on behalf of the Members and to file it with regulatory authorities 
having jurisdiction. 

6. The Operating Agreement is hereby amended to include as a Member of 
the LLC thereto, effective as of _______ _ 

IN WITNESS WHEREOF, and the Members of lilt '>--'>--C 
have caused this Supplemental Agreement to be executed by their duly authorized 
representati ves. 
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Members of the LLC 

By: 
Name: 
Title: President 

By: 
Name: 
Title: 
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SCHEDULE 5 

Revision No. 1 

PJM DISPUTE RESOLUTION PROCEDURES 

Issued: 
Effective: 

June 2, 1997 
August I, 1997 

1. DEFINITIONS 

1.1 Alternate Dispute Resolution Committee. 

"Alternate Dispute Resolution Committee" shall mean the Committee established 
pursuant to Section 5 of this Schedule. 

1.2 MAAC Dispute Resolution Committee. 

"MAAC Dispute Resolution Committee" shall mean the committee established by the 
Mid-Atlantic Area Council to administer its industry-specific mechanism for resolving certain 
types of wholesale electricity disputes. 

1.3 Related PJM Agreements. 

"Related PJM Agreements" shall mean this Agreement, the Transmission Owners 
Agreement, and the Reliability Assurance Agreement. 

2. PURPOSES AND OBJECTIVES 

2.1 Common and Uniform Procedures. 

The PIM Dispute Resolution Procedures are intended to establish common and uniform 
procedures for resolving disputes arising under the Related PJM Agreements. To the extent 
any of the foregoing agreements or the PJM Tariff contain dispute resolution provisions 
expressly applicable to disputes arising thereunder, however, this Agreement shall not supplant 
such provisions, which shall apply according to their terms. 

2.2 Interpretation. 

To the extent permitted by applicable law, the PIM Dispute Resolution Procedures are 
to be interpreted to effectuate the objectives set forth in Section 2.1. To the extent permitted 
by these PJM Dispute Resolution Procedures, the Alternate Dispute Resolution Committee 
shall coordinate with the MAAC Dispute Resolution Committee, where appropriate, in order 
to conserve administrative resources and to avoid duplication of dispute resolution staffing. 



3. NEGOTIATION AND MEDIATION 

3.1 When Required. 

The parties to a dispute shall undertake good-faith negotiations to resolve any dispute as 
to a matter governed by one of the Related PJM Agreements. Each party to a dispute shall 
designate an executive with authority to resolve the matter in dispute to participate in such 
negotiations. Any dispute as to a matter governed by one of the Related PJM Agreements that 
has not been resolved through good-faith negotiation shall be subject to non-binding mediation 
prior to the initiation of arbitral, regulatory, judicial, or other dispute resolution proceedings as 
may be appropriate as provided by these PJM Dispute Resolution Procedures. 

3.2 Procedures. 

3.2.1 Initiation. 

If a dispute that is subject to the mediation procedures specified herein has not 
been resolved through good-faith negotiation, a party to the dispute shall notify the Alternate 
Dispute Resolution Committee in writing of the existence and nature of the dispute prior to 
commencing any other form of proceeding for resolution of the dispute. The Alternate Dispute 
Resolution Committee shall have ten calendar days from the date it first receives notification of 
the existence of a dispute from any of the parties to the dispute in which to distribute to the 
parties a list of mediators. 

3.2.2 Selection of Mediator. 

The Chair of the Alternate Dispute Resolution Committee shall distribute to the 
parties by facsimile or other electronic means a list containing the names of seven mediators 
with mediation experience, or with technical or business experience in the electric power 
industry, or both, as it shall deem appropriate to the dispute. The Chair of the Alternate 
Dispute Resolution Committee may draw from the lists of mediators maintained by the MAAC 
Dispute Resolution Committee, as the Chair shall deem appropriate. The persons on the 
proposed list of mediators shall have no official, financial, or personal conflict of interest with 
respect to the issues in controversy, unless the interest is fully disclosed in writing to all 
participants in the mediation process and all such participants waive in writing any objection to 
the interest. The parties shall alternate in striking names from the list with the last name on the 
list becoming the mediator. The determination of which party shall have the first strike off the 
list shall be determined by lot. The parties shall have ten calendar days to complete the 
mediator selection process, unless the time is extended by mutual agreement. 

3.2.3 Advisory Mediator. 

If the Alternate Dispute Resolution Committee deems it appropriate, it shall 
distribute two lists, one containing the names of seven mediators with mediation experience, 
and one containing the names of seven mediators with technical or business experience in the 
electric power industry. In connection with circulating the foregoing lists, the Alternate 
Dispute Resolutiou Committee shall specify one of the lists as cOnlaining {ile PTDP'V''t-~ 
mediators, and the other as a list of proposed advisors to assist the mediator in resolving the 
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dispute. The parties shall then utilize the alternative strike procedure set forth above until one 
name remains on each list, with the last named persons serving as the mediator and advisor. 

3.2.4 Mediation Process. 

The disputing parties shall attempt in good faith to resolve their dispute in 
accordance with procedures and a timetable established by the mediator. In furtherance of the 
mediation efforts, the mediator may: 

(a) Require the parties to meet for face-to-face discussions, with or without 
the mediator; 

(b) Act as an intermediary between the disputing parties; 

(c) Require the disputing parties to submit written statements of issues and 
positions; 

(d) If requested by the disputing parties at any time in the mediation process, 
provide a written recommendation on resolution of the dispute including, if requested, the 
assessment by the mediator of the merits of the principal positions being advanced hy each of 
the disputing parties; and 

(e) Adopt, when appropriate, the Center for Public Resources Model ADR 
Procedures for the Meditation of Business Disputes (as revised from time to time) to the extent 
such Procedures are not inconsistent with any rule, standard, or procedure adopted by the 
Alternate Dispute Resolution Committee or with any provision of this Agreement. 

3.2.5 Mediator's Assessment. 

(a) If a resolution of the dispute is not reached by the thirtieth day after the 
appointment of the mediator or such later date as may be agreed to by the parties, if not 
previously requested to do so the mediator shall promptly provide the disputing parties with a 
written, confidential, non-binding recommendation on resolution of the dispute, including the 
assessment by the mediator of the merits of the principal positions being advanced by each of 
the disputing parties. The recommendation may incorporate or append, if and as the mediator 
may deem appropriate, any recommendations or any assessment of the positions of the parties 
by the advisor, if any. Upon request, the mediator shall provide any additional 
recommendations or assessments the mediator shall deem appropriate. 

(b) At a time and place specified by the mediator after delivery of the 
foregoing recommendation, the disputing parties shall meet in a good faith attempt to resolve 
the dispute in light of the recommendation of the mediator. Each disputing party shall be 
represented at the meeting by a person with authority to settle the dispute, along with such 
other persons as each disputing party shall deem appropriate. If the disputing parties are 
unable to resolve the dispute at or in connection with this meeting, then: (i) any disputing party 
may commence such arbitral, judicial, regulatory or other proceedings as may be appropriate 
as provided in the PJM Dispute Resolution Procedures; and (ii) the recommendation of the 
mediatar, and an)! \\\a\emen\s made by any party in the mediation process, shall have no further 
force or effect, and shall not be admissible for any purpose, in any subsequent arbitral, 
administrative, judicial, or other proceeding. 

3 



3.3 Costs. 

Except as specified in Section 4.13, the costs of the time, expenses, and other charges 
of the mediator and any advisor, and of the mediation process, shall be borne by the parties to 
the dispute, with each side in a mediated matter bearing one-half of such costs, and each party 
bearing its own costs and attorney's fees incurred in connection with the mediation. 

4. ARBITRATION 

4.1 When Required. 

Any dispute as to a matter: (i) governed by one of the Related PJM Agreements that has 
not been resolved through the mediation procedures specified herein, (ii) involving a claim that 
one or more of the parties owes or is owed a sum of money, and (iii) the amount in 
controversy is less than $1,000,000.00, shall be subject to binding arbitration in accordance 
with the procedures specified herein. If the parties so agree, any other disputes as to a matter 
governed by a Related PJM Agreement may be submitted to binding arbitration in accordance 
with the procedures specified herein. 

4.2 Binding Decision. 

Except as specified in Section 4.1, the resolution by arbitration of any dispute under 
this Agreement shall not be binding. 

4.3 Initiation. 

_ A party or parties to a dispute which is subject to the arbitration procedures specified 
herein sha1l send a written demand for arbitration to the Chair of the Alternate Dispute 
Resolution Committee with a copy to the other party or parties to the dispute. The demand for 
arbitration shall state each claim for which arbitration is being demanded, the relief being 
sought, a brief summary of the grounds for such relief and the basis for the claim, and shall 
identify a1l other parties to the dispute. 

4.4 Selection of Arbitrator(s). 

The parties to a dispute for which arbitration has been demanded may agree on any 
person to serve as a single arbitrator, or shall endeavor in good faith to agree on a single 
arbitrator from a list of arbitrators prepared for the dispute by the Alternate Dispute Resolution 
Committee and delivered to the parties by facsimile or other electronic means promptly alier 
receipt by the Alternate Dispute Resolution Committee of a demand for arbitration. The 
Alternate Dispute Resolution Committee may draw from the lists of arbitrators maintained by 
the MAAC Dispute Resolution Committee, as the Alternate Dispute Resolution Committee 
deems appropriate. If the parties are unable to agree on a single arbitrator by the fourteenth 
day following delivery of the foregoing list of arbitrators or such other date as agreed to by the 
parties, then not later than the end of the seventh business day thereafter the party or parties 
demanding arbitration on the one hand, and the party or parties responding to the demand for 
arbitration on the other, shall each designate an arbitrator from a list tiJr the dispute prepared 
by the Alternate Dispute Resolution Committee. The arbitrators so chosen shall then choose a 
third arbitrator. 
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4.5 Procedures. 

The Alternate Dispute Resolution Committee shall compile and make available to the 
arbitrator(s) and the parties standard procedures for the arbitration of disputes, which 
procedures (i) shall include provision, upon good cause shown, for intervention or other 
participation in the proceeding by any party whose interests may be affected by its outcome, 
(ii) shall conform to the requirements specified in these PJM Dispute Resolution Procedures, 
and (iii) may be modified or adopted for use in a particular proceeding as the arbitrator(s) 
deem appropriate. To the extent deemed appropriate by the Alternate Dispute Resolution 
Committee, the procedures adopted by the Alternate Dispute Resolution Committee shall be 
based on the American Arbitration Association Rules, to the extent such Rules are not 
inconsistent with any rule, standard or procedure adopted by the Alternate Dispute Resolution 
Committee, or with any provision of these PJM Dispute Resolution Procedures. Upon 
selection of the arbitrator(s), arbitration shall go forward in accordance with applicable 
procedures. 

4.6 Summary Disposition and Interim Measures. 

4.6.1 Lack of Good Faith Basis. 

The procedures for arbitration of a dispute shall provide a means for summary 
disposition of a demand for arbitration, or a response to a demand for arbitration, that in the 
reasoned opinion of the arbitrator(s) does not have a good faith basis in either law or fact. If 
the arbitrator(s) determine(s) that a demand for arbitration or response to a demand for 
arbitration does not have a good faith basis in either law or fact, the arbitrator(s) shall have 
discretion to award the costs of the time, expenses, and other charges of the arbitrator(s) to the 
prevailing party. 

4.6.2 Discovery Limits. 

The procedures for the arbitration of a dispute shall provide a means for 
summary disposition without discovery of facts if there is no dispute as to any material fact, or 
with such limited discovery as the arbitrator(s) shall determine is reasonably likely to lead to 
the prompt resolution of any disputed issue of material fact. 

4.6.3 Interim Decision. 

The procedures for the arbitration of a dispute shall permit any party to a 
dispute to request the arbitrator(s) to render a written interim decision requiring that any action 
or decision that is the subject of a dispute not be put into effect, or imposing such other interim 
measures as the arbitrator(s) deem necessary or appropriate, to preserve the rights and 
obligations secured by any of the Related PJM Agreements during the pendency of the 
arbitration proceeding. The parties shall be bound by such written decision pending the 
outcome of the arbitration proceeding. 

4.7 Discovery of Facts. 

4.7.1 Discovery Procedures. 

The procedures for the arbitration of a dispute shall include adequate provision 
for the discovery of relevant facts, including the taking of testimony under oath, production of 
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documents and other things, and inspection of land and tangible items. The nature and extent 
of such discovery shall be determined as provided herein and shall take into account (i) the 
complexity of the dispute, (ii) the extent to which facts are disputed, and (iii) the amount in 
controversy. The forms and methods for taking such discovery shall be as described in the 
Federal Rules of Civil Procedure, except as modified by the procedures established hy the 
Alternate Dispute Resolution Committee, the arbitrator(s) or agreement of the parties. 

4.7.2 Procedures Arbitrator. 

The sole arbitrator, or the arbitrator selected by the arbitrators chosen by the 
parties, as the case may be (such arbitrator being hereafter referred to as the "Procedures 
Arbitrator"), shall be responsible for establishing the timing, amount, and means of discovery, 
and for resolving discovery and other pre-hearing disagreement. If a dispute involves 
contested issues of fact, promptly after the selection of the arbitrator(s) the Procedures 
Arbitrator shall convene a meeting of the parties for the purpose of establishing a schedule and 
plan of discovery and other pre-hearing actions. 

4.8 Evidentiary Hearing. 

The procedures for the arbitration of a dispute shall provide for an evidentiary hearing, 
with provision for the cross-examination of witnesses, unless all parties consent to the 
resolution of the matter on the basis of a written record. The forms and methods for taking 
evidence shall be as described in the Federal Rules of Evidence, except as modified by the 
procedures established by the Alternate Dispute Resolution Committee, the arbitrator(s) or 
agreement of the parties. The arbitrator(s) may require such written or other submissions from 
the parties as shall be deemed appropriate, including submission of the direct testimony of 
witnesses in written form. The arbitrator(s) may exclude any evidence that is irrelevant, 
immaterial, unduly repetitious or prejudicial, or privileged. Any party or parties may arrange 
for the preparation of a record of the hearing, and shall pay the costs thereof. Such party or 
parties shall have no obligation to provide or agree to the provision of a copy of the record of 
the hearing to any party that does not pay an equal share of the cost of the record. At the 
request of any party, the arbitrator(s) shall determine a fair and equitable allocation of the costs 
of the preparation of a record between or among the parties to the proceeding willing to share 
such costs. 

4.9 Confidentiality. 

4.9.1 Designation. 

Any document or other information obtained in the course of an arbitral 
proceeding and not otherwise available to the receiving party, including any such information 
contained in documents or other means of recording information created during the course of 
the proceeding, may be designated "Confidential" by the producing party. The party 
producing documents or other information marked "Confidential" shall have twenty days from 
the production of such material to submit a request to the Procedures Arbitrator to establish 
such requirements for the protection of sUlih QOIi\lmcnt~ or other infDrmatiDn £!csignateu .. "
"Confidential" as may be reasonable and necessary to protect the confidentiality and 
commercial value of such information and the rights of the parties, which requirements shall be 
binding on all parties to the dispute. Prior to the decision of the Procedures Arbitrator on a 
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request for confidential treatment, documents or other information designated as 
"Confidential" shall not be used by the receiving party or parties, or the arbitrator(s), or 
anyone working for or on behalf of any of the foregoing, for any purpose other than the 
arbitration proceeding, and shall not be disclosed in any form to any person not involved in the 
arbitration proceeding without the prior written consent of the party producing the information 
or as permitted by the Procedures Arbitrator. 

4.9.2 Compulsory Disclosure. 

Any party receiving a request or demand for disclosure, whether by compulsory 
process, discovery request, or otherwise, of documents or information obtained in the course 
of an arbitration proceeding that have been designated "Confidential" and that are subject to a 
non-disclosure requirement under these PJM Dispute Resolution Procedures or a decision of 
the Procedures Arbitrator, shall immediately inform the party from which the information was 
obtained, and shall take all reasonable steps, short of incurring sanctions or other penalties, to 
afford the person or entity from which the information was obtained an opportunity to protect 
the information from disclosure. Any party disclosing information in violation of these PJM 
Dispute Resolution Procedures or requirements established by the Procedures Arbitrator shall 
thereby waive any right to introduce or otherwise use such information in any judicial, 
regulatory, or other legal or dispute resolution proceeding, including the proceeding in which 
the information was obtained. 

4.9.3 Public Information. 

Nothing in the Related PJM Agreements shall preclude the use of documents or 
information properly obtained outside of an arbitral proceeding, or otherwise public, for any 
legitimate purpose, notwithstanding that the information was also obtained in the course of the 
arbitral proceeding. 

4.10 Timetable. 

Promptly after the selection of the arbitrator(s), the arbitrator(s) shall set a date for the 
issuance of the arbitral decision, which shall be not later than eight months (or such earlier 
date as may be agreed to by the parties to the dispute) from the date of the selection of the 
arbitrator(s), with other dates, including the dates for an evidentiary hearing or other final 
submissions of evidence, set in light of this date. The date for the evidentiary hearing or other 
final submission of evidence shall not be changed absent extraordinary circumstances. The 
arbitrator(s) shall have the power to impose sanctions, including dismissal of the proceeding 
for dilatory tactics or undue delay in completing the arbitral proceedings. 

4.11 Advisory Interpretations. 

Except as to matters subject to decision in the arbitration proceeding, the arbitrator(s) 
may request as may be appropriate from any committee or subcommittee established under a 
Related PJM Agreement or by the OffIce of the Interconnection, an interpretation of any 
Related PJM Agreements, or of any standard, requirement, procedure, tariff, Schedule, 
llrindll\e, 1l\an l)l other criterion or policy established by any committee or su()colllmittee. 
Except to the extent that the Office of the Interconnection is itself a party to a dispute, the 
arbitrator(s) lllay request the advice of the Office of the Interconnection with respect to any 
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matter relating to a responsibility of the Office of the Interconnection under the Agreement or 
with respect to any of the Related PJM Agreements, or to the PJM Manuals. Any such 
interpretation or advice shall not relieve the arbitrator(s) of responsibility for resolving the 
dispute or deciding the arbitration proceeding in accordance with the standards specified 
herein. 

4.12 Decisions. 

The arbitrator(s) shall issue a written decision, including findings of fact and the legal 
basis for the decision. The arbitral decision shall be based on (i) the evidence in the record, 
(ii) the terms of the Related PJM Agreements, as applicable, (iii) applicable United States 
federal and state law, including the Federal Power Act and any applicable FERC regulations 
and decisions, and international treaties or agreements as applicable, and (iv) relevant decisions 
in previous arbitration proceedings. The arbitrator(s) shall have no authority to revise or alter 
any provision of the Related PJM Agreements. Any arbitral decision issued pursuant to these 
PJM Dispute Resolution Procedures that affects matters subject to the jurisdiction of FERC 
under Section 205 of the Federal Power Act shall be filed with FERC. 

4.13 Costs. 

Unless the arbitrator(s) shall decide otherwise, the costs of the time, expenses, and 
other charges of the arbitrator(s) shall be borne by the parties to the dispute, with each side on 
an arbitrated issue bearing its pro-rata share of such costs, and each party to an arbitral 
proceeding shall bear its own costs and fees. The arbitrator(s) may award all or a portion of 
the costs of the time, expenses, and other charges of the arbitrator(s), the costs of arbitration, 
attorney's fees, and the costs of mediation, if any, to any party that substantially prevails on an 
issue determined by the arbitrator(s) to have been raised without a substantial basis. 

4.14 Enforcement. 

If the decision of the arbitrator(s) is binding, the judgment may be entered on such 
arbitral award by any court having jurisdiction thereof; provided, however, that within one 
year of the issuance of the arbitral decision any party affected thereby may request FERC or 
any other federal, state, regulatory or judicial authority having jurisdiction to vacate, modify, 
or take such other action as may be appropriate with respect to any arbitral decision that is 
based upon an error of law, or is contrary to the statutes, rules, or regulations administered or 
applied by such authority. Any party making or responding to, or intervening in proceedings 
resulting from, any such request, shall request the authority to adopt the resolution, if not 
clearly erroneous, of any issue of fact expressly or necessarily decided in the arbitral 
proceeding, whether or not the party participated in the arbitral proceeding . 

5. ALTERNATE DISPUTE RESOLUTION COMMITTEE 

5.1 Membership. 

S .1.1 Representatives. 
The Alternate Dispute Resolution Committee shall be composed of two 

representatives selected by each of the following: (i) the Office of the Interconnection; (ii) the 
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Members Committee; (iii) the parties to the Reliability Assurance Agreement; and (iv) the 
parties to the Transmission Owners Agreement. 

5.1.2 Term. 

Representatives on the Alternate Dispute Resolution Committee shall serve for 
terms of three years and may serve additional terms. 

5.2 Voting Requirements. 

Approval or adoption of measures by the Alternate Dispute Resolution Committee shall 
require two-thirds of the votes of the representatives present and voting. Two-thirds of the 
representatives on the Alternate Dispute Resolution Committee shall constitute a quorum for 
the conduct of business. 

5.3 Officers. 

At the first meeting of the Alternate Dispute Resolution Committee, the representatives 
to the Alternate Dispute Resolution Committee shall choose a Chair and Vice Chair from 
among the representatives on the Committee. The Chair of the Alternate Dispute Resolution 
Committee shall preside at meetings of the Committee, and shall have the power to call 
meetings of the Committee and to exercise such other powers as are specified in this 
Agreement or are authorized by the Alternate Dispute Resolution Committee. The Vice Chair 
shall preside at meetings of the Alternate Dispute Resolution Committee in the absence of the 
Chair, and shall exercise such other powers as are delegated by the Chair. 

5.4 Meetings. 

The Alternate Dispute Resolution Committee shall meet at such times and places as 
determined by the Committee, or at the call of the Chair. The Chair shall call a meeting of the 
Alternate Dispute Resolution Committee upon the request of two or more representatives on 
the Alternate Dispute Resolution Committee. 

5.5 Responsibilities. 

The duties of the Alternate Dispute Resolution Committee include but are not limited to 
the following: 

i) Maintain a list of persons qualified by temperament and experience, and 
with technical or legal expertise in matters likely to be the subject of 
disputes, to serve as mediators or arbitrators under these PJM Dispute 
Resolution Procedures; 

ii) 

iii) 

Determine the rates and other costs and charges that shall be paid to 
mediators, advisors and arbitrators for or in connection with their 
services; 

Determine whether mediation is not warranted in a particular dispute; 

iv) Provide to disputing parties lists of mediators, advisors or arbitrators to 
resolve particular disputes; 
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v) Compile and make available to parties to disputes, arbitrators, and other 
interested persons suggested procedures for the arbitration of disputes in 
accordance with Section 4.5; 

vi) Maintain and make available to parties to disputes, mediators, advisors, 
arbitrators, and other interested persons the written decisions required by 
Section 4.12; 

vii) Establish such procedures and schedules, in addition to those specified 
herein, as it shall deem appropriate to further the prompt, efficient, fair 
and equitable resolution of disputes; and 

viii) Provide such oversight and supervision of the dispute resolution 
processes and procedures instituted pursuant to the Related P1M 
Agreements as may be appropriate to facilitate the prompt, efficient, fair 
and equitable resolution of disputes . 
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SCHEDULE 6 

Revision No. I 

REGIONAL TRANSMISSION EXPANSION PLANNING PROTOCOL 

Issued: 
Effective: 

June 2, 1997 
August I, 1997 

1. REGIONAL TRANSMISSION EXPANSION PLANNING PROTOCOL 

1.1 Purpose and Objectives 

This Regional Transmission Expansion Planning Protocol shall govern the 
process by which the Members shall rely upon the Office of the Interconnection to prepare a 
plan for the enhancement and expansion of the Transmission Facilities in order to meet the 
demands for firm transmission service in the PJM Control Area. The Regional Transmission 
Expansion Plan to be developed shall enable the transmission needs in the PJM Control Area to 
be met on a reliable, economic and environmentally acceptable basis. 

1.2 Conformity with NERC and MAAC Criteria 

(a) NERC establishes Planning Principles and Guides to promote the reliability and 
adequacy of the North American bulk power supply as related to the operation and planning of 
electric systems. 

(b) MAAC is responsible for ensuring the adequacy, reliability and security of the 
bulk electric supply systems in the MAAC region through coordinated operations and planning 
of generation and transmission facilities. Toward that end, it has adopted the NERC Planning 
Principles and Guides and has established detailed Reliability Principles and Standards for 
Planning the Bulk Electric Supply System of the MAAC Group. 

(c) The Regional Transmission Expansion Plan shall conform with the applicable 
reliability principles, guidelines and standards of NERC and MAAC in accordance with the 
procedures detailed in the PJM Manuals. 

1.3 Establishment of Committees 

(a) The Regional Transmission Owners shall supply representatives to the Planning 
Committee to provide the data, information, and analysis support necessary to perform studies 
as required. As used herein, "Regional Transmission Owner" shall be defined as it is in the 
PIM Open Access Transmission PJM Tariff ("PJM Tariff"). 

(b) The Transmission Expansion Advisory Committee established by the Office of 
the Interconnection will provide input to the development of the Regional Transmission 
El'.?'oiI\\\\I\I\ \l\'oiI\. lhe IT\l.\\~mi~~ion Expansion Advisory Committee will in vice participatIOn 
by: (i) all Transmission Customers, as that term is defined in the PJM Tariff, and applicants 
for transmission service; (ii) any other entity proposing to provide Transmission Facilities to 



-

be integrated into the PJM Control Area; (iii) all Members; (iv) the agencies and offices of 
consumer advocates of the States in the PJM Control Area exercising regulatory authority over 
the rates, terms or conditions of electric service or the planning, siting, construction or 
operation of electric facilities and (v) any other interested entities or persons. 

1.4 Contents of the Regional Transmission Expansion Plan 

(a) The Office of the Interconnection shall prepare the Regional Transmission 
Expansion Plan, which shall consolidate the transmission needs of the region into a single plan 
which is assessed on the basis of maintaining the PJM Control Area's reliability in an 
economic and environmentally acceptable manner. 

(b) The Regional Transmission Expansion Plan shall reflect transmission 
enhancements and expansions, load and capacity forecasts and generation additions and 
retirements for the ensuing ten years. 

(c) The Regional Transmission Expansion Plan shall, as a minimum, include a 
designation of the Regional Transmission Owner or Owners or other entity that will own a 
transmission facility and how all reasonably incurred costs are to be recovered. 

(d) The Regional Transmission Expansion Plan shall (i) avoid unnecessary 
duplication of facilities; (ii) avoid the imposition of unreasonable costs on any Regional 
Transmission Owner or any user of Transmission Facilities; (iii) take into account the legal and 
contractual rights and obligations of the Regional Transmission Owners; (iv) provide, if 
appropriate, alternative means for meeting transmission needs in the PJM Control Area; and 
(v) provide for coordination with existing transmission systems and with appropriate 
interregional and local expansion plans. 

1.5 Procedure for Development of the Regional Transmission Expansion Plan 

1.5.1 Commencement of the Process 

(a) The Office of the Interconnection shall initiate the enhancement and 
expansion study process if (i) required as a result of a need for transfer capability identified by 
the Office of the Interconnection in its evaluation of requests for firm transmission service with 
a term of one year or more or as a result of the Office of the Interconnection's on-going 
evaluation of transmission system adequacy and performance; (ii) identified as a result of the 
MAAC reliability assessment or more stringent local reliability criteria, if any; (iii) constraints 
or available transfer capability shortage are identitied by the Office of the Interconnection as a 
result of generation additions or retirements, evaluation of load forecasts or proposals for the 
addition of Transmission Facilities in the PJM Control Area; or (iv) expansion of the 
transmission system is proposed by the Regional Transmission Owners or others. 

(b) The Office of the Interconnection shall notify the Transmission 
Expansion Advisory Committee of the commencement of an enhancement and expansion study. 
The Transmission Expansion Advisory Committee shall notify the Office of the 
Interconnection in writing of any additional transmission considerations to be included. 
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1.5.2 Development of Scope, Assumptions and Procedures 

Once the need for an enhancement and expansion study has been established, the 
Office of the Interconnection shall consult with the Transmission Expansion Advisory 
Committee to prepare the study's scope, assumptions and procedures, 

1.5.3 Scope of Studies 

In general, enhancement and expansion studies shall include: 

(a) An identification of existing and projected electric system limitations, 
with accompanying simulations to identify the costs of controlling those limitations. Potential 
enhancements and expansions will be proposed to mitigate limitations controlled by non
economic means. 

(b) Evaluation and analysis of potential enhancements and expansions, 
including alternatives thereto, needed to mitigate such limitations. 

( c) Engineering studies needed to determine the effecti veness and 
compliance (with reliability criteria) of recommended enhancements and expansions. 

1.5.4 Supply of Data 

The Regional Transmission Owners, those entities requesting transmission 
service and any other entities proposing to provide Transmission Facilities to be integrated into 
the PJ M Control Area shall supply such information and data reasonably required by the Oftice 
of the Interconnection to perform the enhancement and expansion study. 

1.5.5 Coordination of the Regional Transmission Expansion Plan 

(a) The Regional Transmission Expansion Plan shall be developed in 
coordination with the transmission systems of the surrounding regional reliability councils and 
with the local transmission providers. 

(b) The Regional Transmission Expansion Plan shall be developed by the 
Office of the Interconnection in consultation with the Transmission Expansion Advisory 
Committee during the enhancement and expansion study process. 

1.5.6 Development of the Recommended Regional Transmission Expansion 
Plan 

(a) Upon completion of its studies and analysis, the Office of the 
Interconnection shall prepare a recommended enhancement and expansion plan for review by 
the Transmission Expansion Advisory Committee. The recommended plan shall include 
recommendations for cost responsibility, except for directly assigned costs, for any 
enhancement or expansion, based on the planning analysis and other input from participants, 
including any indications of a willingness to bear cost responsibility for an enhancement or 
expansion. 

(b) For the purposes of Section 1.5.6(a), any allocation of costs to all of the 
Regional Transmission Owners shall be proportional to the load within the Zones. Load shall 
be measured consistent with the loads utilized to develop the rates included in Attachment H to 
the PJM Tariff. 
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(c) Any Regional Transmission Owner and other participants on the 
Transmission Expansion Advisory Committee may offer an alternative. 

(d) If the Office of the Interconnection adopts the alternative, based upon its 
review of the relative costs and benefits, the ability of the alternative to supply the required 
level of transmission service, and its impact on the reliability of the Transmission Facilities, 
the Office of the Interconnection shall make any necessary changes to the recommended plan. 

(e) If, based upon its review of the relative costs and benefIts, the ability of 
the alternative to supply the required level of transmission service, and the alternative's impact 
on the reliability of the Transmission Facilities, the Office of the Interconnection does not 
adopt such alternative, the Regional Transmission Owner or Owners whose alternative or 
alternatives have not been accepted or to whom cost responsibility has been assigned and other 
participants on the Transmission Expansion Advisory Committee may require that its or their 
alternative(s) be submitted to Alternative Dispute Resolution. 

1.6 Approval of the Final Regional Transmission Expansion Plan 

(a) The PJM Board shall approve the final Regional Transmission Expansion Plan, 
including any alternatives therein, in accordance with the requirements of this Section 1.6. 

(b) If the facilities to be provided in the Regional Transmission Expansion Plan are 
acceptable, but the Regional Transmission Owners and other entities who have indicated a 
willingness to bear some or all of the cost responsibility cannot unanimously agree on the 
allocation of the costs of enhancements or expansions, the cost responsibility shall be allocated 
(a) to those entities who have indicated a willingness to bear some or all of the cost of 
responsibility, and (b) among the Regional Transmission Owners in accordance with the 
following guidelines: 

i) All of the costs of Transmission Facilities (other than transformers) with 
a nominal operating voltage of 500 kV or higher shall be allocated to all 
of the Regional Transmission Owners; 

ii) One-half of the costs of Transmission Facilities (other Ihan transformers) 
with a nominal operating voltage of 230 kV or 345 kV shall be allocated 
to all Regional Transmission Owners and one-half of the costs of such 
facilities shall be allocated to the Regional Transmission Owners in 
whose Zone, as that term is defined in the PJM Tariff, the enhancement 
or expansion is to be located; 

iii) 

iv) 

All of the costs of Transmission Facilities (other than transformers) with 
a nominal operating voltage below 230 kV shall be allocated to the 
Regional Transmission Owner or Owners in whose Zone the 
enhancement or expansion is located; 

One-half of the costs of transformers shall be allocated in accordance 
with the methodology specified in (a), (b), or (c) above, based UpOl1. the 
voltage at the high side of the transformer and one-half of the costs shall 
be allocated in accordance with the methodology specified in (a), (b), 
and (c) above based upon the voltage at the low side of the transformer, 
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unless the low side of the transformer is less than 100 kV, in which case 
all of the costs of the transformer shall be allocated to the Regional 
Transmission Owner or Owners in whose Zone the transformer IS 
located. 

(c) If a Regional Transmission Expansion Plan is not approved, or if the 
transmISSIon service requested by any entity is not included in an approved Regional 
Transmission Expansion Plan, nothing herein shall limit in any way the right of any entity to 
seek relief pursuant to the provisions of Section 211 of the Federal Power Act. 

(d) Following PJM Board approval, the final Regional Transmission Expansion 
Plan shall be submitted to MAAC for verification that all enhancements or expansions conform 
to all MAA C Reliability Principles and Standards. 

1. 7 Obligation to Build 

(a) Subject to the requirements of applicable law, government regulations and 
approvals, including, without limitation, requirements to obtain any necessary state or local 
siting, construction and operating permits, to the availability of required financing, to the 
ability to acquire necessary right-of-way, and to the right to recover, pursuant to appropriate 
financial arrangements and tariffs or contracts, all reasonably incurred costs, plus a reasonable 
return on investment, Regional Transmission Owners designated as the appropriate entities to 
construct and own or finance enhancements or expansions specified in the Regional 
Transmission Expansion Plan shall construct and own or finance such facilities or enter into 
appropriate contracts to fulfill such obligations. 

(b) Nothing herein shall prohibit any Regional Transmission Owner from seeking to 
recover the cost of enhancements or expansions on an incremental cost basis or from seeking 
approval of such rate treatment from any regulatory agency with jurisdiction over such rates. 

1.8 Relationship to the PJM Control Area Open Access Transmission PJM 
Tariff 

Nothing herein shall modify the rights and obligations of an Eligible Customer or a 
Transmission Customer, as those terms are defined in the PJM Tariff, with respect to required 
studies and completion of necessary enhancements or expansions. An Eligible Customer or 
Transmission Customer electing to follow the procedures in the PJM Tariff instead of the 
procedures provided herein, shall also be responsible for the related costs. The enhancement 
and expansion study process under this Protocol shall be funded as a part of the operating 
budget of the Office of the Interconnection. 
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SCHEDULE 7 

Revision No.1 

UNDERFREOUENCY RELAY OBLICATIONS AND CHARGES 

Issued: 
Effective: 

June 2, 1997 
August 1, 1997 

1. UNDERFREQUENCY RELAY OBLIGATION 

1.1 Application. 

The obligations of this Schedule apply to each Member that is an Electric Distributor, 
whether or not that Member participates in the Electric Distributor sector on the Members 
Committee or meets the eligibility requirements for any other sector of the Members 
Committee. 

1.2 Obligations. 

Each Electric Distributor shall install or contractually arrange for under frequency 
- relays to interrupt at least 30 percent of its peak load with 10 percent of the load interrupted at 

each of three frequency levels: 59.3 Hz, 58.9 Hz and 58.5 Hz. Upon the request of the 
Reliability Committee, each Electric Distributor shall document that it has complied with the 
requirement for underfrequency load shedding relays. 

2. UNDERFREQUENCY RELAY CHARGES 

If an Electric Distributor is determined to not have the required underfrequency relays, 
it shall pay an underfrequency relay charge of: 

Charge = D x R x 365 

where 

D = the amount, in megawatts, the Electric Distributor is deficient; and 

R = the daily rate per megawatt, which shall be based on the annual carrying 
charges for a new combustion turbine generator, installed and connected to 
the transmission system, which daily deficiency rate as of the Effective 
Date shall be $58.400/per kilowatt-year or $160 per megawatt-day. 
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3. DISTRIBUTION OF UNDERFREQUENCY RELAY CHARGES 

3.1 Share of Charges. 

Each Electric Distributor that has complied with the requirements for underfrequency 
relays imposed by this Agreement during a Planning Period, without incurring an 
under frequency relay charge, shall share in any underfrequency relay charges paid by any 
other Electric Distributor that has failed to satisfy said obligation during such Planning Period. 
Such shares shall be in proportion to the number of megawatts of a Electric Distributor's load 
in the most recently completed month at the time of the peak for the PJM Control Area during 
that month rounded to the next higher whole megawatt, as established initially on the Effective 
Date and as updated at the beginning of each month thereafter. 

3.2 Allocation by the Office of the Interconnection. 

In the event all of the Electric Distributors have incurred under frequency relay charges 
during a Planning Period, the underfrequency relay charges shall be distributed among the 
Electric Distributors on an equitable basis as determined by the Office of the Interconnection. 
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SCHEDULES 

Revision No. I 

DELEGATION OF RELIABILITY RESPONSIBILTIES 

Issued: 
Effective: 

June 2, 1997 
August I, 1997 

1. DELEGATION 

The following responsibilities shall be delegated to the Office of the Interconnection by 
the parties to the Reliability Assurance Agreement. 

2. NEW PARTIES 

With regard to the addition, withdrawal or removal of a party to the Reliability 
Assurance Agreement, the Office of the Interconnection shall: 

(a) Receive and evaluate the information submitted by entities that plan to serve 
loads within the PJM Control Area, including entities whose participation in the Agreement 
will expand the boundaries of the PJM Control Area, such evaluation to be conducted in 
accordance with the requirements of the Reliability Assurance Agreement; and 

(b) Evaluate the effects of the withdrawal or removal of a party from the Reliability 
Assurance Agreement. 

3. IMPLEMENTATION OF RELIABILITY ASSURANCE AGREEMENT. 

With regard to the implementation of the provisions of the Reliability Assurance 
Agreement, the Office of the Interconnection shall: 

(a) Receive all required data and forecasts from the parties to the Reliability 
Assurance Agreement; 

(b) Perform all calculations and analyses necessary to determine the Forecast Pool 
Requirement, the Forecast Zone Requirement and the Forecast LSE Obligation, including 
periodic reviews of the capacity benefit margin for consistency with the Reliability Principles 
and Standards, as the foregoing terms are defined in the Reliability Assurance Agreement; 

(c) Monitor the compliance of each party to the Reliability Assurance Agreement 
with its obligations under the Reliability Assurance Agreement; 

(d) Keep cost records, and bill and collect any costs or charges due from the parties 
to the Reliability Assurance Agreement and distribute those charges in accordance with the 
terms of the Reliability Assurance Agreement; 
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(e) Assist with the development of rules and procedures for determining and 
demonstrating the capability of Capacity Resources; 

(0 Establish the capability and deliverability of Capacity Resources consistent with 
the requirements of the Reliability Assurance Agreement; 

(g) Collect and maintain generator availability data; 

(h) Perform any other studies or analyses required to administer the Reliability 
Assurance Agreement; 

(i) Coordinate maintenance schedules for generation resources operated as part of 
the PJM Control Area; 

0) Determine and declare that an Emergency exists or has ceased to exist in all or 
any part of the PJM Control Area or in a Control Area interconnected with the PJM Control 
Area; 

(k) Enter into agreements for (i) the transfer of energy in Emergencies in the P J M 
Control Area or in a Control Area interconnected with the PJM Control Area and (ii) mutual 
support in such Emergencies with other Control Areas interconnected with the PJM Control 
Area; and 

(I) Coordinate the curtailment or shedding of load, or other measures appropriate to 
alleviate an Emergency, to preserve reliability in accordance with FERC, NERC or MAAC 
principles, guidelines, standards and requirements and the PJM Manuals, and to ensure the 
operation of the PJM Control Area in accordance with Good Utility Practice. 
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SCHEDULE 9 

Revision No.1 

EMERGENCY PROCEDURE CHARGES 

Issued: June 2, 1997 
Effective: August I, 1997 

1. EMERGENCY PROCEDURE CHARGE 

Following an Emergency, the compliance of each Member with the instructions of the 
Office of the Interconnection shall be evaluated by the Office of the Interconnection. If, based 
on such evaluation, it is determined that a Member failed to comply with the instructions of the 
Office of the Interconnection to implement voltage reductions or to drop load, that Member 
shall demonstrate that it employed its best efforts to comply with such instructions. In the 
event a Member failed to employ its best efforts to comply with the instructions of the Office 
of the Interconnection, that Member shall pay an emergency procedure charge as follows: 

(a) For each megawatt of voltage reduction that was not implemented as directed, 
the Member shall pay 365 times the daily deficiency rate per megawatt based on the annual 
carrying charges for a new combustion turbine generator, installed and connected to the 
transmission system, which daily deficiency rate as of the Effective Date shall be $58.400/per 
kilowatt-year or $160 per megawatt-day; and 

(b) For each megawatt of load that was not dropped as directed, the Member shall 
pay 730 times the daily deficiency rate per megawatt based on the annual carrying charges for 
a new combustion turbine generator, installed and connected to the transmission system, which 
daily deficiency rate as of the Effective Date shall be $58.400/per kilowatt-year or $160 per 
megawatt-day. 

2. DISTRIBUTION OF EMERGENCY PROCEDURE CHARGES 

2.1 Complying Parties. 

Each Member that has complied with the emergency procedures imposed by this 
Agreement during an Emergency, without incurring an emergency procedure charge, shall 
share in any emergency procedure charges paid by any other Member that has failed to satisfy 
said obligation during such Emergency in an equitable manner to be determined by the PJM 
Board. 

2.2 All Parties. 

1\\ the eve\\t aU of the Members have incurred emergency procedure charges ~\\,,~ 
respect to an Emergency, the emergency procedure charges related to that Emergency shall be 
distributed in an equitable manner as directed by the PJM Board. 
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TRANSMISSION OWNERS AGREEMENT 

This TRANSMISSION OWNERS AGREEMENT dated as of this 2nd day of June, 
1997, by and among Public Service Electric and Gas Company, PECO Energy Company, 
Pennsylvania Power Light Company, Baltimore Gas and Electric Company, Jersey Central 
Power & Light Company, Metropolitan Edison Company, Pennsylvania Electric Company, 
Potomac Electric Power Company, Atlantic City Electric Company, and Delmarva Power & 
Light Company, hereinafter referred to collectively as the "Parties" and individually as a 
"Party. " 

WITNESSETH: 

WHEREAS, each of the Parties, either directly or through subsidiaries, owns and 
operates certain transmission facilities that are interconnected with the transmission facilities 
of certain other Parties within the Pennsylvania-New Jersey-Maryland Interconnection 
("PJM"); and 

WHEREAS, the Parties are signatories to the Operating Agreement of PJM 
Interconnection, L. L. C., pursuant to which they have coordinated the operation of their 
respective transmission facilities within a single control area with free-flowing transmission 
ties; and 

WHEREAS, the Parties have agreed to transfer responsibility for administering the 
PJM Tariff and certain operating responsibilities to an Independent System Operator; and 

WHEREAS, the Parties desire to enter into this Agreement to establish certain 
principles and procedures that will further the coordination among and between Transmission 
Owners and the Independent System Operator in a manner that will facilitate the reliable and 
efficient planning and operation of the Parties' Transmission Facilities as part of the PJM 
Control Area. 

NOW THEREFORE, in consideration of the foregoing and the mutual covenants and 
promises made herein, the Parties agree as follows: 

ARTICLE 1 -- DEFINITIONS 

Unless the context otherwise specifies or requires, capitalized terms used herein shall 
have the respective meanings assigned herein for all purposes of this Agreement (such 
definitions to be equally applicable to both the singular and the plural forms of the terms 
defined). Unless otherwise specified, all references herein to Articles or Sections are to 
Articles or Sections of this Agreement. As used in this Agreement: 

1.1 Administrative Committee shall mean that committee, consisting of 
representatives of each Party to this Agreement, established pursuant to Article VI of this 
Agreement. 



1.2 Agreement shall mean this Transmission Owners Agreement, as it may be 
amended from time to time. 

1.3 Effective Date shall mean August 1, 1997, or such later date that FERC 
permits this Agreement to go into effect. 

1.4 Electric Distributor shall mean an entity that owns or leases with rights 
equivalent to ownership electric distribution facilities that are used to provide electric 
distribution service to electric load within the PJM Control Area. 

1.5 FERC shall mean the Federal Energy Regulatory Commission, or any 
successor agency, commission or department exercising jurisdiction over this Agreement. 

1.6 Good Utility Practice shall mean 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 is 
intended to include acceptable practices, methods, and acts generally accepted in the region. 

1. 7 Individual Vote shall mean the single vote accorded to each Party that is not 
in default; provided, however, that Parties that are affiliates together shall have a single 
Individual Vote. 

1.8 MAAC shall mean the Mid-Atlantic Area Council, a reliability council under 
§ 202 of the Federal Power Act, established pursuant to the MAAC Agreement dated 
August 1, 1994, or any successor thereto. 

1.9 NERC shall mean the North American Electric Reliability Council or any 
successor thereto. 

1.10 Office of the Interconnection shall mean the employees and agents of PJM 
Interconnection, L.L.C. subject to the supervision and oversight of the PJM Board, acting 
pursuant to the Operating Agreement. 

1.11 Operating Agreement shall mean that certain agreement, dated April 1, 1997 
and as amended and restated June 2, 1997 and as amended from time to time thereafter, 
among the members of the PlM Interconnection, L.L.C. 

1.12 PJM Board shall mean the Board of Managers of PJM Interconnection, 
L.L.C. 
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1.13 PJM Control Area shall mean the control area recognized by NERC as the 
PJM Control Area. 

1.14 PJM Manuals shall mean the instructions, rules, procedures and guidelines 
established by the Office of the Interconnection for the operation, planning and accounting 
requirements of the PJM Control Area. 

1.15 PJM Open Access Transmission Tariff or PJM Tariff shall mean the tariff 
for transmission service within the PJM Control Area, as in effect from time to time, 
including any schedules, appendices, or exhibits attached thereto. 

1.16 Rate Design shall mean the design of the transmission rates to recover the 
embedded costs of Transmission Facilities and associated revenue requirements, and does not 
include recovery of congestion costs. 

1.17 Regional Transmission Expansion Plan shall mean the plan for enhancement 
or expansion of the Transmission Facilities in the PJM Control Area developed by the Office 
of the Interconnection in accordance with the Regional Transmission Expansion Planning 
Protocol, attached as Schedule 6 to the Operating Agreement. 

1.18 Transmission Facilities shall mean those facilities that (i) are within the PJM 
Control Area, and (ii) meet the definition of transmission facilities pursuant to FERC's 
Uniform System of Accounts or have been classified as transmission facilities in a ruling by 
FERC addressing such facilities. 

1.19 Transmission Owners shall mean those entities that own or have leases with 
rights equivalent to ownership in Transmission Facilities. 

1.20 Weighted Votes shall mean the number of votes accorded to each Party, 
which shall be equal to the net book value, as determined in accordance with generally 
accepted accounting principles, of each Party's Transmission Facilities (expressed in dollars 
and divided by one million (1,000,000», as determined on April 1 of each year on the basis 
of the net book value as of the prior December 31, provided, however, the Weighted Votes 
of all Parties shall be adjusted in a proportional manner as agreed to by the Administrative 
Committee so that no Party (together with its affiliates) shall have more than 25 percent of 
the sum of the Weighted Votes. 

ARTICLE 2 -- PURPOSES AND OBJECTIVES OF THIS AGREEMENT 

2.1 Purposes and Objectives. The Parties have entered into this Agreement to 
(a) facilitate the coordination of planning and operation of their respective Transmission 
Facilities within the PJM Control Area; (b) transfer certain planning and operating 
responsibilities to the Office of the Interconnection and the PJM Board; (c) provide for 
continued regional transmission service pursuant to the PJM Tariff and subject to the Office 
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of the Interconnection's administration; and (d) establish certain rights and obligations that 
will apply to all Parties. 

2.2 Parties' Retained Rights. Notwithstanding any other provision of this 
Agreement, or any other agreement or amendment made in connection with the restructuring 
of PJM, each individual Party shall retain all of the rights set forth in this Section 2.2; 
provided, however, that such rights shall be exercised in a manner consistent with a Party's 
obligations under the Federal Power Act and the FERC's rules and regulations thereunder. 

2.2.1 Each Party shall have the right at any time unilaterally to file pursuant 
to Section 205 of the Federal Power Act for any change in rates and charges for transmission 
and ancillary services that it deems necessary to recover its revenue requirements for 
providing services under the PJM Tariff. 

2.2.2 Each Party shall have the right to adopt and implement procedures it 
deems necessary to protect its electric facilities from physical damage or to prevent injury or 
damage to persons or property. 

2.2.3 Each Party shall have the right to build, acquire, sell, dispose, retire, 
merge or otherwise transfer or convey all or any part of its assets, including any 
Transmission Facilities, such right to include, but not be limited to the right, individually or 
collectively, to terminate the relationship with PJM Interconnection, L. L. C. in connection 
with the creation of a transmission company to own and/or operate its Transmission 
Facilities. 

2.2.4 Each Party shall have the right to take whatever actions it deems 
necessary to fulfill its obligations under local, state or federal law. 

2.3 Parties' Commitments. Each Party agrees to the following commitments and 
undertakings: 

2.3.1 To provide transmission service over its Transmission Facilities in the 
PJM Control Area, under a pool-wide PJM Tariff that includes rates and terms consistent 
with FERC's policies and decisions regarding open access transmission service. 

2.3.2 To operate its electric system within a single PJM Control Area, with 
free-flowing transmission ties between and among the other Transmission Owners. 

2.3.3 To operate and maintain its Transmission Facilities in accordance with 
MAAC and NERC reliability standards, as they may be revised from time-to-time. 

2.3.4 To transfer to the Office of the Interconnection and the PJM Board, in 
accordance with the Operating Agreement, the responsibility to direct the operation of its 
Transmission Facilities; provided that such transfer is not intended to require any change in 
the physical control over Transmission Facilities by the Parties' individual control centers 
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subject to the Office of the Interconnection's direction as provided for in Section 4.4 of this 
Agreement. 

2.3.5 To transfer to the Office of the Interconnection and the PJM Board, in 
accordance with the Operating Agreement, responsibility for administering the PJM Tariff. 

2.3.6 To coordinate maintenance on its Transmission Facilities with the other 
Parties and with the owners of generating facilities within the PJM Control Area, subject to 
the direction of the Office of the Interconnection, so as to achieve reliability and operating 
efficiencies. 

2.3.7 To transfer to the Office of the Interconnection and the PJM Board, in 
accordance with the Operating Agreement, the responsibility for preparing a Regional 
Transmission Expansion Plan in accordance with the Regional Transmission Expansion 
Planning Protocol. 

2.3.8 To execute and remain a party to the Operating Agreement. 

ARTICLE 3 -- PARTICIPATION IN THIS AGREEMENT 

3.1 Additional Parties. Any entity that owns, or has rights equivalent to 
ownership in, Transmission Facilities and has in place all equipment and facilities necessary 
for safe and reliable operation of such Transmission Facilities as part of the PJM Control 
Area, shall be eligible to become a Party to this Agreement and, upon executing this 
Agreement, shall become a Party to this Agreement. Any disputes regarding whether an 
entity has satisfied the requirements for becoming a Party in this Section 3.1 shall be 
resolved by the Office of the Interconnection, subject to the dispute resolution procedures set 
out in the Operating Agreement. 

3.2 Withdrawal From This Agreement. Any Party may withdraw from this 
Agreement upon ninety (90) days advance written notice to the other Parties; provided that 
such withdrawal shall not be effective until the withdrawing Party has (1) satisfied all 
applicable MAAC and NERC requirements for operating a control area or being included 
within an existing control area, and (2) put in place alternative arrangements for satisfaction 
of the FERC's requirements with respect to comparable transmission services. 

3.3 Transfers or Assignments. A Party that transfers or assigns its ownership of, 
or its rights equivalent to ownership in, Transmission Facilities shall require the transferee or 
assignee to assume all rights and obligations under this Agreement and to become a Party to 
this Agreement. Such transferee or assignee may withdraw from this Agreement in 
accordance with the provisions of Sections 3.2 and 3.4 . 

3.4 Obligations After Withdrawal, Transfer, or Assignment. Any Party that 
withdraws from this Agreement in accordance with Sections 3.2 or 3.3 hereof, shalf remain 
liable for any and all obligations under this Agreement that such Party incurred, that were 
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incurred on behalf such Party, or that arose hereunder prior to the date upon which such 
Party's withdrawal became effective. Withdrawal from this Agreement shall not relieve the 
withdrawing Party of any of its indemnification or liability obligations pursuant to Article 7 
hereof for any events occurring prior to the time that its withdrawal from this Agreement 
became effective. 

ARTICLE 4 -- PLANNING AND OPERATIONS 

4.1 Planning Information. The Parties shall provide infortnation reasonably 
requested by the Office of the Interconnection to prepare the Regional Transmission 
Expansion Plan and shall otherwise cooperate with the Office of the Interconnection in the 
preparation thereof. 

4.2 Connection of Customers. Consistent with the provisions of Section 4.7 
hereof, each Party shall be responsible for the installation and construction of any facilities 
required to connect the facilities of a customer or a proposed customer to a Party's 
Transmission Facilities. 

- 4.3 Permanently Taking Facilities Out of Service. Prior to permanently taking 

-

out of service any of its Transmission Facilities within the PJM Control Area, the Party 
owning such Transmission Facilities shall provide the Office of the Interconnection and the 
parties to the Operating Agreement with reasonable advance notice. 

4.4 Operation of Transmission Facilities. Each Party shall operate its 
Transmission Facilities in accordance with (i) the terms of this Agreement, (ii) applicable 
NERC and MAAC reliability principles, guidelines, and standards, (iii) the PIM Manuals, 
and (iv) the direction of the Office of the Interconnection. Consistent with the provisions of 
this Section 4.4, the Parties shall conform to the Office of the Interconnection's operating 
instructions as they apply to such Party's Transmission Facilities. Nothing in this Agreement 
shall be construed to require a change in the physical control of any Transmission Facilities 
using a Party's existing facilities and equipment. 

4.4.1 Interconnection Facilities. Interconnections between the Parties' 
electric systems and between a Party's system and neighboring systems shall be kept in place 
and shall be maintained in good operating condition in accordance with Good Utility Practice 
and NERC and MAAC principles, guidelines and standards, unless the interconnected parties 
determine, in accordance with Good Utility Practice and NERC and MAAC principles, 
guidelines and standards, that any such interconnection should be modified or abandoned; 
provided, however, that nothing herein shall prohibit any Party from disconnecting its 
Transmission Facilities from the facilities of any other entity, if such Party reasonably 
determines that disconnection is required for safety or reliability reasons. 

4.4.2 Actions in Emergency. Each Party shall follow the Office of the 
interconnection's operating instructions during an emergency to the maximum extent 
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reasonably practicable; provided, however, that a Party may take any action(s) that it deems 
necessary to prevent injury to persons or loss of human life or prevent damage to property. 

4.5 Maintenance. Each Party shaH maintain its Transmission Facilities in 
accordance with Good Utility Practice. 

4.5.1 Maintenance Schedules. The Parties shall coordinate the 
maintenance of their Transmission Facilities, and the scheduling of any outages (other than 
forced outages) of the Transmission Facilities, taking into account transmission and 
generation outage schedules established by the Office of the Interconnection and the PJM 
Manuals. If the Office of the Interconnection determines that transmission maintenance 
schedules proposed by one or more Parties would significantly affect the efficient and 
reliable operation of the PJM Control Area, the Office of the Interconnection may propose 
alternative schedules, but such alternative schedules shall minimize the economic impact on 
the Party or Parties whose maintenance schedules the Office of the Interconnection proposes 
to modify. The Parties shaH comply with all maintenance schedules established by the Office 
of the Interconnection. 

4.6 Data, Information and Metering. The Parties shall comply with the data, 
information and metering requirements established by the Office of the Interconnection. 

4.7 Connections with Non-Parties. No Party shan permit its transmission or 
distribution facilities to be connected with the facilities of any entity which is not a Party 
without first having in place an interconnection agreement that contains provisions for the 
safe and reliable operation of each interconnection in accordance with Good Utility Practice, 
NERC and MAAC principles, guidelines and standards. Any dispute regarding the adequacy 
of such agreements shaH be resolved by the Office of the Interconnection, subject to the 
dispute resolution provisions of the Operating Agreement. 

ARTICLE 5--
CHANGES TO RATE DESIGN AND TARIFF TERMS AND CONDITIONS; 

DISTRIBUTION OF REVENUES 

5.1 Rate Design. The PJM Tariff transmission rates shaH be calculated on a zonal 
basis in accordance with the Rate Design proposed by the PJM Supporting Companies in the 
December 31, 1996, filing in FERC Docket No. OA97-261-000, as accepted by FERC in its 
order of February 28, 1997. Such Rate Design is intended to remain in effect for no more 
than five years, unless a revised Rate Design is developed in accordance with the provisions 
of this Section 5.1 and a consensus is reached on a shorter period for a transition to such 
revised Rate Design. Nothing in this Article 5 is intended to modify in any way the Parties' 
rights under Section 2.2.1 of this Agreement. 

5.1.1 Development of Revised Rate Design. By no later than June 1, 
1999, the Administrative Committee, working in collaboration with the Members Committee 
under the Operating Agreement, shaH develop one or more proposals for a Rate Design, 
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including, but not limited to, a proposal incorporating distance sensitivity, that is consistent 
with FERC's requirements and provides for each Transmission Owner to recover fully the 
revenue requirements associated with its integrated, regional Transmission Facilities to 
replace the original Rate Design then in effect in the PJM Tariff, together with a transition 
plan for such new Rate Design. Such Rate Design and transition proposal(s) shall be 
circulated to the Office of the Interconnection, the PJM Board and all parties to the 
Operating Agreement, with opportunity for such persons to review and provide comments on 
the proposals and to propose alternatives. Following receipt of such comments, the Parties 
shall, by June 1, 2000, attempt to agree upon a proposal by vote of the Administrative 
Committee in accordance with Section 6.5.2. 

5.1.2 Filing of Revised Rate Design Under Section 205. If (i) the Parties 
agree upon a revised Rate Design and transition proposal by vote in accordance with Section 
6.5.2, and (ii) such proposal is not rejected by a majority of the members of the PJM Board 
as inconsistent with the creation and operation of a robust, competitive and non
discriminatory electric power market in the PJM Control Area, such proposal shall be filed 
with the FERC on behalf of the Parties pursuant to Section 205 of the Federal Power Act. 
Nothing herein is intended to limit the rights of any Party or other person to oppose a revised 
Rate Design and transition proposal filed by the Parties. 

5.1.3 Filing of Revised Rate Design Under Section 206. If the Parties 
have not agreed upon a revised Rate Design and transition proposal by vote in accordance 
with Section 6.5.2 by June 1, 2000, or if an agreed-upon proposal is rejected by a majority 
of the members of the PJM Board, then any Party or group of Parties shall have the right to 
submit alternative proposals to the FERC pursuant to Section 206 of the Federal Power Act. 
Nothing herein is intended to limit the rights of any Party or other person to oppose a revised 
Rate Design and transition proposal filed by a Party or group of Parties. 

5.1.4 Retention of Existing Rate Design. Notwithstanding the provisions 
of this Section 5.1, a Party or group of Parties may propose to the FERC that the existing 
Rate Design is just and reasonable and should remain in effect beyond five years. Nothing 
herein is intended to limit the rights of any Party or other person to oppose a proposal to 
retain the existing Rate Design. 

5.1.5 Transmission Rate Zone Size. For purposes of developing rates for 
service under the PJM Tariff, transmission rate zones smaller than those shown in 
Attachment J to the PIM Tariff, or subzones of those zones, shall not be permitted within the 
current boundaries of the PIM Control Area; provided, however, that additional zones may 
be established if the current boundaries of the PJM Control Area are expanded to 
accommodate new parties to this Agreement. 

5.2 Changes in Terms and Conditions. The Parties may propose to revise any 
of the non-rate terms and conditions of the PJM Tariff in a manner consistent with 
requirements of FERC. Any such proposal shall be circulated to the PJM Board and all 
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parties to the Operating Agreement, with opportunity for such persons to review and provide 
comments on the proposals and to propose alternatives. 

5.2.1 Filing of Changes in Terms and Conditions Under Section 205. If 
(i) the Parties agree upon proposed changes to the non-rate terms and conditions of the PJM 
Tariff by vote in accordance with Section 6.5.2, and (ii) such proposed changes are not 
rejected by a majority of the members of the PJM Board, such proposal shall be filed with 
the FERC on behalf of the Parties pursuant to Section 205 of the Federal Power Act. 
Nothing herein is intended to limit the rights of any Party or other person to oppose the 
filing of a proposal to revise any of the terms and conditions of the PJM Tariff. 

5.2.2 Filing of Changes in Terms and Conditions Under Section 206. If 
the Parties have not agreed upon proposed changes to the non-rate terms and conditions of 
the PJM Tariff by vote in accordance with Section 6.5.2, or if proposed changes are rejected 
by a majority of the members of the PJM Board, then any Party or group of Parties shall 
have the right to submit a proposal to the FERC pursuant to Section 206 of the Federal 
Power Act. Nothing herein is intended to limit the rights of any Party or other person to 
oppose proposed changes to the terms and conditions filed by a Party or group of Parties. 

5.3 Distribution of Revenues. Transmission revenues received from network or 
firm point-to-point transmission service to load within the PJM Control Area will be 

• distributed to the Regional Transmission Owners as that term is defmed in the PJM Tariff on 
a revenue requirements basis to the Parties with transmission revenue requirements for the 
zone in which the load is located, and transmission revenues from other point-to-point 
transmission service will be distributed to all Parties on a transmission revenue requirements 
ratio share basis. 

ARTICLE 6 -- THE ADMINISTRATIVE COMMITTEE 

6.1 Duties and Responsibilities. The Administrative Committee shall have the 
authority to propose policies and recommendations to the Office of the Interconnection and/or 
the PJM Board as to any matters relating to the Parties' Transmission Facilities; provided, 
however, that neither the Office of the Interconnection nor the PJM Board shall be required 
to adopt such policies or recommendations and that the Administrative Committee shall not 
exercise any control over functions and responsibilities transferred to the Office of the 
Interconnection or the PJM Board pursuant to this Agreement, the PJM Tariff or the 
Operating Agreement. The Administrative Committee shall also have the authority to 
establish such committees, subcommittees, task forces, working groups or other bodies as it 
shall deem appropriate and the responsibility to undertake any other action delegated to it 
pursuant to this Agreement. 

6.2 Representatives. Each Party shall appoint a representative and an alternate 
representative to serve as a member of the Administrative Committee with authority to act 
for that Party with respect to actions taken or decisions made by tbe Administrative 
Committee. Each representative shall be a member of the Administrative Committee; 
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provided, however, that each Party's alternate shall serve as a member of the Administrative 
Committee during any absence of that Party's representative. 

6.2.1 Initial Representatives. Within thirty (30) days of the Effective Date 
of this Agreement, each Party shall appoint its representative and alternate and provide 
written notice to the other Parties. Subsequent to the Effective Date of this Agreement, an 
entity that becomes a Party pursuant to Section 3.1 hereof shall appoint its representative and 
alternate and provide written notice to the other Parties within thirty (30) days after 
becoming a Party. 

6.2.2 Change of or Substitution for a Representative or Alternate. A 
Party may at any time upon providing written notice to the other Parties designate a 
replacement representative or alternate. Any member of the Administrative Committee, by 
providing written notice to the Chair of the Administrative Committee, may designate a 
substitute to act for him or her with respect to any matter specified in such written notice. 

6.3 Officers. At the initial meeting of the Administrative Committee, a Chair and 
Vice Chair shall be elected from among the Parties' representatives on the Administrative 
Committee. The term of office for the Chair and Vice Chair shall be one year, or until 
succession to each office occurs as provided herein. Except as provided in Section 6.3.1, at 
each annual meeting, the Vice Chair shall succeed to the office of the Chair, and a new Vice 
Chair shall be elected. 

6.3.1 Vacancies. If the office of the Chair becomes vacant for any reason, 
the V ice Chair shall succeed to the office of the Chair and a new Vice Chair shall be elected 
at the next regular or special meeting; provided that following such vacancy of the Chair, the 
succeeding Chair and Vice Chair shall serve until the second annual meeting following such 
succession or election. If the office of the Vice Chair becomes vacant for any reason, a new 
Vice Chair shall be elected at the next regular or special meeting and shall serve out the term 
of the Vice Chair whose office became vacant . 

6.3.2 Duties of the Officers. The Chair shall: call and preside at meetings 
of the Administrative Committee; cause minutes of each meeting to be taken and maintained; 
cause notices of meetings to be distributed; and carry out such other responsibilities as the 
Administrative Committee shall assign or as may be specified in the Operating Agreement. 
The Vice Chair shall preside at meetings of the Administrative Committee if the Chair is 
absent for any reason, and shall otherwise act for the Chair at the Chair's request. 

6.4 Meetings. The Administrative Committee shaIl hold meetings no less 
frequently than once each calendar quarter. One of such regular meetings shall be designated 
as the annual meeting, at which officers shall be elected. The matters to be addressed at all 
meetings shall be specified in the agenda provided in the notice distributed pursuant to 
Section 6.4.1 hereof; provided, however, that action may be taken on a matter not described 
in such agenda upon the concurrence of the representatives whose Individual Votes equal or 
exceed two-thirds of the total Individual Votes at the time of such meeting, and the 
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concurrence of representatives whose Weighted Votes equal or exceed two-thirds of the total 
Weighted Votes at the time of the vote. No vote shall fail if voted against by fewer than 
three Parties and for this purpose Jersey Central Power & Light Company, Metropolitan 
Edison Company and Pennsylvania Electric Company shall be considered to be a single Party 
for both Individual Votes and Weighted Votes. 

6.4.1 Notice of Meetings. Notice of a meeting shall be distributed to the 
representatives not later than ten (10) days prior to the meeting, provided, however, that 
meetings may be called on shorter notice at the discretion of the Chair as the Chair shall 
deem necessary to deal with an emergency or to meet a deadline for action. The notice shall 
state the time and place of such meeting, and shall include an agenda sufficient to notify the 
representatives of the substance of the matters to be considered at the meeting. In addition, 
notice of all meetings shall be provided over the PJM OASIS at the same time as it is 
provided to the representatives. 

6.4.2 Attendance. Regular or special meetings may be conducted in person 
or by telephone or other means as authorized by the Administrative Committee. The 
attendance in person or by telephone or other means of a representative, alternate or duly
designated substitute representative shall be required for purposes of determining a quorum 
and for the exercise of Individual Votes or Weighted Votes. 

6.4.3 Quorum. To constitute a quorum, as of the date of any regular or 
special meeting, such meeting must be attended by representatives, alternates, or duly
designated substitute representatives whose Individual Votes constitute more than fifty 
percent (50%) of the total Individual Votes, and whose Weighted Votes constitute more than 
fifty percent (50 %) of the total Weighted Votes. 

6.4.4 Open Meetings. All meetings of the Administrative Committee shall 
be open to entities that are signatories to the Operating Agreement and to personnel of the 
Office of the Interconnection, and all matters upon which the representatives vote shall be 
open to such entities and to such personnel. 

6.4.5 Cost of Meetings. Each Party shall be solely responsible for all costs 
incurred for its representative or alternate to attend any meeting. The Parties shall share the 
costs incurred by the host of any meeting of the Administrative Committee in proportion to 
their Weighted Votes. 

6.5 Manner of Acting. Any action taken by the Administrative Committee shall 
require a combination of the concurrence of the representatives' Individual Votes and 
Weighted Votes as specified in this Section 6.5. 

6.5.1 Action by Two-thirds Majority. The following actions of the 
Administrative Committee shall require the concurrence of (i) representatives' whose 
combined Individual Votes equal or exceed two-thirds of the total Individual Votes cast at a 
meeting, and (ii) representatives' whose combined Weighted Votes equal or exceed two-
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thirds of the total Weighted Votes cast at a meeting; provided, however, that no vote shall 
fail if voted against by fewer than three Parties and for this purpose Jersey Central Power & 
Light Company, Metropolitan Edison Company and Pennsylvania Electric Company shall be 
considered to be a single Party for both Individual Votes and Weighted Votes: 

(a) Amendment or termination of all or any portion of this 
Agreement, including any schedules, appendices, or 
attachments hereto, provided that the text of any amendment 
shall be distributed by overnight courier, facsimile or other 
reliable electronic means at least thirty (30) days prior to the 
meeting at which such amendment is to be considered. 

(b) Development of comments and recommendations for the 
Regional Transmission Expansion Plan. 

(c) Termination of a Party in accordance with the provisions of 
Section 8.6 hereof. 

(d) Approval of an assignment of this Agreement pursuant to 
Section 8.4 hereof. 

(e) Approval of a Rate Design and transition proposal in 
accordance with Section 5. I. 

(t) Approval of proposed revisions to the terms and conditions of 
the PJM Tariff in accordance with Section 5.2. 

6.5.2 Action by Simple MajOrity. Action by the Administrative 
Committee on any matter other than those specified in Section 6.5.1 shall require (i) the 
presence of a quorum at the time of the vote, and (ii) the concurrence of (a) representatives' 
whose combined Individual Votes equal or exceed one-half of the total Individual Votes cast 
at a meeting, and (b) representatives' whose combined Weighted Votes equal or exceed one
half of the total Weighted Votes cast at a meeting. 

ARTICLE 7 -- OBLIGATION TO BUILD 

Subject to the requirements of applicable law, government regulations and approvals, 
including, without limitation, requirements to obtain any necessary state or local siting, 
construction and operating permits, to the availability of required financing, to the ability to 
acquire necessary right-of-way, and to the right to recover, pursuant to appropriate financial 
arrangements and tariffs or contracts, all reasonably incurred costs, plus a reasonable return 
on investment, Parties designated as the appropriate entities to construct and own or finance 
enhancements or expansions specified in the Regional Transmission Expansion Plan or 
required to expand or modify transmission facilities pursuant to the PJM Tariff shall 
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construct and own or finance such facilities or enter into appropriate contracts to fulfill such 
obligations. 

ARTICLE 8 -- OTHER MATTERS 

8.1 Relationship of the Parties. This Agreement shall not be interpreted or 
construed to create any association, joint venture, or partnership between or among the 
Parties or to impose any partnership obligation liability upon any Party. Except as explicitly 
provided in Section 6.1 hereof or with respect to the actions of the Administrative 
Committee, no Party shall have the right, power or authority under this Agreement to enter 
into any agreement or undertaking for, or act on behalf of, or to act as or be an agent or 
representative of, or to otherwise bind, any other Party. 

8.2 No Third-party Beneficiaries. This Agreement is intended to be solely for 
the benefit of the Parties and their respective successors and permitted assigns and is not 
intended to and shall not confer any rights or benefits on any third party (other than 
successors and permitted assigns) not a signatory hereto. 

8.3 Term and Termination. This Agreement shall be effective as of the Effective 
Date and shall continue in effect thereafter unless and until terminated by (i) a vote of the 
Administrative Committee as of a specified date at least six (6) months after the date of such 
vote, or (ii) the termination of the Operating Agreement, unless the Administrative 
Committee decides not to terminate this Agreement or to terminate it at a later date. 

8.3.1 Winding Up. Any provision of this Agreement that, expressly or by 
implication, comes into or remains in force following termination or expiration of this 
Agreement shall survive such termination or expiration. Such surviving provisions shall 
include, but not be limited to: (i) those provisions necessary to permit the orderly conclusion 
or continuation, pursuant to another agreement, of transactions entered into prior to the 
decision to terminate this Agreement; (ii) those provisions necessary to conduct final billing, 
collection, and accounting with respect to all matters arising hereunder, and (iii) the 
indemnification provisions as applicable to periods prior to such termination or expiration. 

8.4 Successors and Assigns. This Agreement shaH inure to the benefit of and be 
binding upon the Parties hereto, their respective successors and assigns permitted herein, but 
shall not be assignable by any Party without the approval of the Administrative Committee, 
except as to a successor in the operation of a Party's Transmission Facilities by reason of a 
merger, consolidation, reorganization, sale, spinoff, or foreclosure, as a result of which 
substantially all such Transmission Facilities are acquired by such a successor, and such 
successor becomes a Party to this Agreement. 

8.S Force Majeure. No Party shall be liable to any other Party for damages or 
otherwise be in breach of this Agreement to the extent and during the period such Party's 
performance is prevented by any cause or causes beyond such Party's control and without 
such Party's fault or negligence, including but not limited to any act, omission, or 
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circumstance occasioned by or in consequence of any act of God, labor disturbance, act of 
the public enemy, war, insurrection, riot, fire, storm or flood, explosion, breakage or 
accident to machinery or equipment, or curtailment, order, regulation or restriction imposed 
by governmental, military or lawfully established civilian authorities; provided, however, that 
any such foregoing event shall not excuse any payment obligation. Upon the occurrence of 
an event considered by a Party to constitute a force majeure event, such Party shall use due 
diligence to endeavor to continue to perform its obligations as far as reasonably practicable 
and to remedy the event, provided that no Party shall be required by this provision to settle 
any strike or labor dispute. 

8.6 Default and Waiver 

8.6.1 Default. Any Party that fails to meet its fmancial or other obligations 
to another Party or to PJM Interconnection, L.L.C. under this Agreement shall be deemed to 
be in breach of this Agreement. If the Administrative Committee concludes, upon the report 
of the Office of the Interconnection or complaint of any Party that another Party is in breach, 
the Administrative Committee shall so notify such Party and inform all other Parties. The 
notified Party may remedy such breach by (a) paying all amounts assertedly due, along with 
interest on such amounts calculated in accordance with the methodology specified for interest 
on refunds in FERC's regulations at 18 C.F.R. §35.19a(a)(2)(iii); and (b) presenting 
evidence satisfactory to the Administrative Committee that it has taken appropriate measures 
to meet any other obligation of which it was deemed to be in breach; provided, however, that 
any such payment or presentation may be subject to a reservation of rights, if any, to a final 
determination of the obligations of the Party pursuant to the dispute resolution provisions in 
the Operating Agreement. If, by the 30th day following receipt of the foregoing notice, a 
Party has not remedied the breach, then such Party shall be in default, and in addition to any 
other remedies then available: 

i. Any representative of the defaulting Party on the Administrative 
Committee, or any other committee subcommittee, working group or 
task force established pursuant to this Agreement, shall not be entitled 
to vote for so long as the default shall continue to exist. 

ii. If the default is the Party's second default within a period of twenty
four months, or is a default that imperils the safety or reliability of 
the PJM Control Area, the Administrative Committee may vote to 
terminate the Party's status as a Party to this Agreement. A 
terminated Party shall comply with all obligations applicable to a 
Party withdrawing from this Agreement. 

8.6.2 No Implied Waivers. The failure of a Party or of the Administrative 
Committee to insist upon or enforce strict performance of any of the provisions of this 
Agreement shall not be construed as a waiver or relinquishment to any extent of such entity's 
right to assert or rely upon any such provisions, rights and remedies in that or any other 
instance; rather, the same shall be and remain in full force and effect. 
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8.7 Indemnification. (a) Each Party agrees to indemnify and hold harmless each 
of the other Parties, its officers, directors, employees or agents (not including PIM 
Interconnection, L.L.C., the Office of the Interconnection, or the PIM Board) for all actions, 
claims, demands, costs, damages and liabilities asserted by a third party against the Party 
seeking indemnification and arising out of or relating to any of the Transmission Facilities or 
other assets that are the subject of this Agreement of the Party from which indemnification is 
sought, or an act or failure to act in accordance with this Agreement by such Party, except 
(i) to the extent that such liabilities result from the willful misconduct of the Party seeking 
indemnification, and (ii) that each Party shall be responsible for all claims of its own 
employees, agents and servants growing out of any workmen's compensation law. 

(b) The amount of any indemnity payment arising hereunder shall be reduced 
(including, without limitation, retroactively) by any insurance proceeds or other amounts 
actually recovered by the Party seeking indemnification in respect of the indemnified action, 
claim, demand, costs, damage or liability. If any Party shall have received an indemnity 
payment for an action, claim, demand, cost, damage or liability and shall subsequently 
actually receive insurance proceeds or other amounts for such action, claim, demand, cost, 
damage or liability, then such Party shall pay to the Party that made such indemnity payment 
the lesser of the amount of such insurance proceeds or other amounts actually received and 
retained or the net amount of the indemnity payments actually received previously. 

8.8 Limitations on Liability. No Party shall be liable to any other Party for any 
claim for indirect, incidental, special or consequential damage or loss of the other Party, 
including, but not limited to, loss of profits or revenues, cost of capital of financing, loss of 
goodwill and cost of replacement power arising from such Party's carrying out, or failing to 
carry out, any obligations contemplated by this Agreement; provided, however, that nothing 
herein shall be deemed to reduce or limit the obligation of any Party with respect to the 
claims of persons or entities not a Party to this Agreement. 

8.9 Governing Law. This Agreement shall be interpreted, construed and 
governed by the laws of the state of Delaware. 

8.10 Notice. Except as otherwise expressly provided herein, notices required 
hereunder shall be in writing and shall be sent to a Party by overnight courier, hand delivery, 
telecopier or other reliable electronic means to the representative on the Administrative 
Committee of such Party at the address for such Party previously provided by such Party to 
the other Parties or as otherwise directed by the Administrative Committee. Any such notice 
so sent shall be deemed to have been given (i) upon delivery if given by overnight couriers 
or hand delivery, or (ii) upon confirmation if given by telecopier or other reliable electronic 
means. 

8.11 Counterparts. This Agreement may be executed in any number of 
counterparts, each of which shall be an original but all of which together will constitute one 
instrument, binding upon all Parties hereto, notwithstanding that all such Parties may not 
have executed the same counterpart. 
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8.12 Representations and Warranties. Each Party represents and warrants to the 
other Parties that, as of the date it becomes a Party: 

(a) the party is duly organized, validly existing and in good standing under 
the laws of the jurisdiction where organized; 

(b) the execution and delivery by the Party of this Agreement and the 
performance of its obligations hereunder have been duly and validly authorized by all 
requisite action on the part of the Party and do not conflict with any applicable law or with 
any other agreement binding upon the Party. The Agreement has been duly executed and 
delivered by the Party, and this Agreement constitutes the legal, valid and binding obligation 
of the Party enforceable against it in accordance with its terms except insofar as the 
enforceability thereof may be limited by applicable bankruptcy, insOlvency, reorganization, 
fraudulent conveyance, moratorium or other similar laws affecting the enforcement of 
creditor's rights generally and by general principles of equity regardless of whether such 
principles are considered in a proceeding at law or in equity; and 

(c) there are no actions at law, suits in equity, proceedings or claims pending 
or, to the knowledge of the Party, threatened against the Party before or by any federal, 
state, foreign or local court, tribunal or governmental agency or authority that might 
materially delay, prevent or hinder the performance by the Party of its obligations hereunder. 

8.13 Confidentiality 

8.13.1 Party Access. No Party shall have a right hereunder to receive or 
review any documents, data or other information of another Party, including documents, data 
or other information provided to the Office of the Interconnection, to the extent such 
documents, data or information have been designated as confidential pursuant to the 
procedures adopted by the Office of the Interconnection or to the extent that they have been 
designated as confidential by such other Party; provided, however, a Party may receive and 
review any composite documents, data and other information that may be developed based on 
such confidential documents, data or information if the composite does not disclose any 
individual Party's confidential data or information. 

8.13.2 Required Disclosure. Notwithstanding anything in this Section to the 
contrary, if a Party is required by applicable law, or in the course of administrative or 
judicial proceedings, to disclose information that is otherwise required to be maintained in 
confidence pursuant to this Section, that Party may make disclosure of such information; 
provided, however, that as soon as the Party learns of this disclosure requirement and prior 
to making disclosure, that Party shall notify the affected Party or Parties of the requirement 
and the terms thereof and the affected Party or Parties may direct, at their sole discretion and 
cost, any challenge to or defense against the disclosure requirement and the Party shall 
cooperate with such affected Parties to the maximum extent practicable to minimize the 
disclosure of the information consistent with applicable law. Each Party shall cooperate with 
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the affected Parties to obtain proprietary or confidential treatment of such information by the 
person to whom such information is disclosed prior to any such disclosure. 

8.14 Severability and Renegotiation 

8.14.1 Severability. Each provision of this Agreement shall be considered 
severable and if for any reason any provision is determined by a court or regulatory authority 
of competent jurisdiction to be invalid, void or unenforceable, the remaining provisions of 
this Agreement shall continue in full force and effect and shall in no way be affected, 
impaired or invalidated, and such invalid, void or unenforceable provision shall be replaced 
with valid and enforceable provision or provisions which otherwise give effect to the original 
intent of the invalid, void or unenforceable provision. 

8.14.2 Renegotiation. If any provision of this Agreement is held by a court 
or regulatory authority of competent jurisdiction to be invalid, void or unenforceable, or if 
the Agreement is modified or conditioned by a regulatory authority exercising jurisdiction 
over this Agreement, the Parties shall endeavor in good faith to negotiate such amendment or 
amendments to this Agreement as will restore the relative benefits and obligations of the 
Parties under this Agreement immediately prior to such holding, modification or condition. 
If after 60 days such negotiations are unsuccessful the Parties may exercise their withdrawal 
or termination rights under this Agreement. 

8.15 Insurance. Each Party shall obtain and maintain in force such insurance as is 
consistent with Good Utility Practice. 

8.16 Headings. The article and section headings used in this Agreement are for 
convenience only and shall not affect the construction or interpretation of any of the 

- provisions of this Agreement. 

-

IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed 
by their duly authorized representatives. 
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of the Interconnection's administration; and (d) establish certain rights and obligations that 
will apply to all Parties. 

2.2 Parties' Retained Rights. Notwithstanding any other provision of this 
Agreement, or any other agreement or amendment made in connection with the restructuring 
of P JM, each individual Party shall retain all of the rights set forth in this Section 2.2; 
provided, however, that such rights shall be exercised in a manner consistent with a Party's 
obligations under the Federal Power Act and the FERC's rules and regulations thereunder. 

2.2.1 Each Party shall have the right at any time unilaterally to file pursuant 
to Section 205 of the Federal Power Act for any change in rates and charges for transmission 
and ancillary services that it deems necessary to recover its revenue requirements for 
providing services under the PJM Tariff. 

2.2.2 Each Party shall have the right to adopt and implement procedures it 
deems necessary to protect its electric facilities from physical damage or to prevent injury or 
damage to persons or property. 

2.2.3 Each Party shall have the right to build, acquire, sell, dispose, retire, 
merge or otherwise transfer or convey all or any part of its assets, including any 
Transmission Facilities, such right to include, but not be limited to the right, individually or 
collectively, to terminate the relationship with PJM Interconnection, L.L.C. in connection 
with the creation of a transmission company to own and/or operate its Transmission 
Facilities. 

2.2.4 Each Party shall have the right to take whatever actions it deems 
necessary to fulfill its obligations under local, state or federal law. 

2.3 Parties' Commitments. Each Party agrees to the following commitments and 
undertakings: 

2.3.1 To provide transmission service over its Transmission Facilities in the 
PIM Control Area, under a pool-wide PJM Tariff that includes rates and terms consistent 
with FERC's policies and decisions regarding open access transmission service. 

2.3.2 To operate its electric system within a single PIM Control Area, with 
free-flowing transmission ties between and among the other Transmission Owners. 

2.3.3 To operate and maintain its Transmission Facilities in accordance with 
MAAC and NERC reliability standards, as they may be revised from time-to-time. 

2.3.4 To transfer to the Office of the Interconnection and the PIM Board, in 
accordance with the Operating Agreement, the responsibility to direct the operation of its 
Transmission Facilities; provided that such transfer is not intended to require any change in 
the physical control over Transmission Facilities by the Parties' individual control centers 
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I. COMMON SERVICE PROVISIONS 

1 Dermitions 

1.1 Ancillary Services: Those services that are necessary to support the 
transmission of capacity and energy from resources to loads while 
maintaining reliable operation of the Transmission Provider's Transmission 
System in accordance with Good Utility Practice. 

1.2 Annual Transmission Costs: The total annual cost of the Transmission 
System for purposes of Network Integration Transmission Service shall be 
the amount specified in Attachment H for each Zone until amended by the 
applicable RTO or modified by the Commission. 

1.3 Application: A request by an Eligible Customer for transmission service 
pursuant to the provisions of the Tariff. 

1.4 Commission: The Federal Energy Regulatory Commission. 

1.5 Completed Application: An Application that satisfies all of the information 
and other requirements of the Tariff, including any required deposit. 

1.6 Control Area: An electric power system or combination of electric power 
systems to which a common automatic generation control scheme is 
applied in order to: 

(1) 

(2) 

(3) 

(4) 

Revised: 
Effective: 

match, at all times, the power output of the generators within the 
electric power system(s) and capacity and energy purchased from 
entities outside the electric power system(s), with the load within the 
electric power system( s); 

maintain scheduled interchange with other Control Areas, within the 
limits of Good Utility Practice; 

maintain the frequency of the electric power system( s) within 
reasonable limits in accordance with Good Utility Practice; and 

provide sufficient generating capacity to maintain operating reserves 
in accordance with Good Utility Practice. 
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1. 7 Curtailment: A reduction in firm or non-firm transmission service in 
response to a transmission capacity shortage as a result of system reliability 
conditions . 

1.8 Delivering Party: The entity supplying capacity and energy to be 
transmitted at Point(s) of Receipt. 

1.9 Designated Agent: Any entity that performs actions or functions on behalf 
of the Transmission Provider, an Eligible Customer, or the Transmission 
Customer required under the Tariff. 

1.10 Direct Assignment Facilities: Facilities or portions of facilities that are 
constructed by the Transmission Provider for the sole uselbenefit of a 
particular Transmission Customer requesting service under the Tariff. 
Direct Assignment Facilities shall be specified in the Service Agreement 
that governs service to the Transmission Customer and shall be subject to 
Commission approval. 

1.11 Eligible Customer: (i) any electric utility (including any RTO and any 
power marketer), Federal power marketing agency, or any person 
generating electric energy for sale for resale; electric energy sold or 
produced by such entity may be electric energy produced in the United 
States, Canada or Mexico; however, such entity is not eligible for 
transmission service that would be prohibited by Section 212(h)(2) of the 
Federal Power Act; and (ii) any retail customer taking unbundled 
Transmission Service pursuant to a state retail access program or pursuant 
to a voluntary offer of unbundled retail transmission service by an RTO. 

1.12 Facilities Study: An engineering study conducted by the Transmission 
Provider 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. 

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. 
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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. 

1.15 Interruption: A reduction in non-firm transmission service due to 
economic reasons pursuant to Section 14.7. 

1.16 Load Ratio Share: Ratio of a Transmission Customer's Network Load to 
the Transmission Provider's total load computed in accordance with 
Sections 34.2 and 34.3 of the Network Integration Transmission Service 
under Part III of the Tariff. 

1.17 Load Shedding: The systematic reduction of system demand by 
temporarily decreasing load in response to transmission system or area 
capacity shortages, system instability, or voltage control considerations 
under Part III of the Tariff. 

1.18 Long-Term Firm Point-To-Point Transmission Service: Firm Point-To
Point Transmission Service under Part II of the Tariff with a term of one 
year or more. 

1.18a MAAC: The Mid-Atlantic Area Council, a reliability council under §202 of 
the Federal Power Act, established pursuant to the MAAC Agreement 
dated 1 August 1994, or any successor thereto. 

1.19 Native Load Customers: The wholesale and retail power customers of an 
RTO on whose behalf the RTO, by statute, franchise, regulatory 
requirement, or contract, has undertaken an obligation to construct and 
operate the RTO' s system to meet the reliable electric needs of such 
customers. 
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1.19a NERC: The North American Electric Reliability Council or any successor 
thereto. 

1.20 Network Customer: An entity receiving transmission service pursuant to 
the terms of the Transmission Provider's Network Integration Transmission 
Service under Part III of the Tariff. 

1.21 Network Integration Transmission Service: The transmission service 
provided under Part III of the Tariff. 

1.22 Network Load: The load that a Network Customer designates for Network 
Integration Transmission Service under Part III of the Tariff. The Network 
Customer's Network Load shall include all load served by the output of any 
Network Resources designated by the Network Customer. A Network 
Customer may elect to designate less than its total load as Network Load 
but may not designate only part of the load at a discrete Point of Delivery. 
Where a Eligible Customer has elected not to designate a particular load 
at discrete points of delivery as Network Load, the Eligible Customer is 
responsible for making separate arrangements under Part II of the Tariff 
for any Point-To-Point Transmission Service that may be necessary for such 
non-designated load. 

1.23 Network Operating Agreement: An executed agreement that contains the 
terms and conditions under which the Network Customer shall operate its 
facilities and the technical and operational matters associated with the 
implementation of Network Integration Transmission Service under Part III 
of the Tariff. 

1.24 Network Operating Committee: A group made up of representatives from 
the Network Customer(s) and the Transmission Provider established to 
coordinate operating criteria and other technical considerations required 
for implementation of Network Integration Transmission Service under 
Part III of this Tariff. 

1.25 Network Resource: Any designated generating resource owned or 
purchased by a Network Customer under the Network Integration 
Transmission Service Tariff. Network Resources do not include any 
resource, or any portion thereof, that is committed for sale to third parties 

Revised: June 2,1997 
Effective: 



-
-

-
-

-

PIM Regional Transmission Owners Open Access Transmission Tariff 
Original Sheet No. 15 

or otherwise cannot be called upon to meet the Network Customer's 
Network Load on a non-interruptible basis. 

1.26 Network Upgrades: Modifications or additions to transmission-related 
facilities that are integrated with and support the Transmission Provider's 
overall Transmission System for the general benefit of all users of such 
Transmission System. 

1.27 Non-Firm Point-To-Point Transmission Service: Point-To-Point 
Transmission Service under the Tariff that is reserved and scheduled on an 
as-available basis and is subject to Curtailment or Interruption as set forth 
in Section 14.7 under Part II of this Tariff. Non-Firm Point-To-Point 
Transmission Service is available on a stand-alone basis for periods ranging 
from one hour to one month. 

1.27a Office of the Interconnection: The Office of the Interconnection, as 
supervised by the Board of Managers of the PIM Interconnection, L.L.C, 
acting pursuant to the Operating Agreement. 

1.28 Open Access Same-Time Information System (OASIS): The information 
system and standards of conduct contained in Part 37 of the Commission's 
regulations. 

1.28a Operating Agreement of the PJM Interconnection, L.L.C.or Operating 
Agreement: That agreement dated as of April I, 1997 and as amended and 
restated as of Iune 2, 1997 and as amended from time to time thereafter, 
among the members of the PIM Interconnection, L.L.C. 

1.29 Part I: Tariff Definitions and Common Service Provisions contained in 
Sections 2 through 12. 

1.30 Part IT: Tariff Sections 13 through 27 pertaining to Point-To-Point 
Transmission Service in conjunction with the applicable Common Service 
Provisions of Part I and appropriate Schedules and Attachments. 

1.31 Part m: Tariff Sections 28 through 35 pertaining to Network Integration 
Transmission Service in conjunction with the applicable Common Service 
Provisions of Part I and appropriate Schedules and Attachments. 

Revised: June 2, 1997 
Effective: 



-

-
-
-

-
-
-
-
-

PIM Regional Transmission Owners Open Access Transmission Tariff 
Original Sheet No. 16 

1.32 Parties: The Transmission Provider and the Transmission Customer 
receiving service under the Tariff. 

1.32a PJM Control Area: The Control Area that is recognized by NERC as the 
PJM Control Area. 

1.33 Point(s) of Delivery: Point(s) on the Transmission Provider's Transmission 
System where capacity and energy transmitted by the Transmission 
Provider will be made available to the Receiving Party under Part II of the 
Tariff. The Point(s) of Delivery shall be specified in the Service 
Agreement. 

1.34 Point(s) of Receipt: Point(s) of interconnection on the Transmission 
Provider's Transmission System where capacity and energy will be made 
available to the Transmission Provider by the Delivering Party under Part 
II of the Tariff. The Point(s) of Receipt shall be specified in the Service 
Agreement. 

1.35 Point-To-Point Transmission Service: The reservation and transmission of 
capacity and energy on either a firm or non-firm basis from the Point(s) of 
Receipt to the Point(s) of Delivery under Part II of the Tariff. 

1.36 Power Purchaser: The entity that is purchasing the capacity and energy to 
be transmitted under the Tariff. 

1.37 Receiving Party: The entity receiving the capacity and energy transmitted 
by the Transmission Provider to Point(s) of Delivery. 

1.38 Regional Transmission Group (RTG): A voluntary organization of 
transmission owners, transmission users and other entities approved by the 
Commission to efficiently coordinate transmission planning (and 
expansion), operation and use on a regional (and interregional) basis. 

1.38a Regional Transmission Owner or RTO: Each entity (a) that owns, leases 
or otherwise has a possessory interest in facilities used for the transmission 
of electric energy in interstate commerce, (b) that provides transmission 
service under the Tariff and (c) that is a party to the PIM Interconnection 
Agreement. The RTOs are listed in Attachment L. 

Revised: June 2,1997 
Effective: 



-
-

-

-
-

PJM Regional Transmission Owners Open Access Transmission Tariff 
Original Sheet No. 17 

1.39 Reserved Capacity: The maximum amount of capacity and energy that the 
Transmission Provider agrees to transmit for the Transmission Customer 
over the Transmission Provider's Transmission System between the Point(s) 
of Receipt and the Point(s) of Delivery under Part II of the Tariff. 
Reserved Capacity shall be expressed in terms of whole megawatts on a 
sixty (60) minute interval (commencing on the clock hour) basis. 

1.40 Service Agreement: The initial agreement and any amendments or 
supplements thereto entered into by the Transmission Customer and the 
Transmission Provider for service under the Tariff. 

1.41 Service Commencement Date: The date the Transmission Provider begins 
to provide service pursuant to the terms of an executed Service Agreement, 
or the date the Transmission Provider begins to provide service in 
accordance with Section 15.3 or Section 29.1 under the Tariff. 

1.42 Short-Term Firm Point-To-Point Transmission Service: Firm Point-To
Point Transmission Service under Part II of the Tariff with a term of less 
than one year. 

1.43 System Impact Study: An assessment by the Transmission Provider of (i) 
the adequacy of the Transmission System to accommodate a request for 
either Firm Point-To-Point Transmission Service or Network Integration 
Transmission Service and (ii) whether any additional costs may be incurred 
in order to provide transmission service. 

1.44 Third-Party Sale: Any sale for resale in interstate commerce to a Power 
Purchaser that is not designated as part of Network Load under the 
Network Integration Transmission Service but not including a sale of 
energy through the interchange energy market established under the PJM 
Interconnection Agreement. 

1.45 Transmission Customer: Any Eligible Customer (or its Designated Agent) 
that (i) executes a Service Agreement, or (ii) requests in writing that the 
Transmission Provider file with the Commission, a proposed unexecuted 
Service Agreement to receive transmission service under Part II of the 
Tariff. This term is used in the Part I Common Service Provisions to 
include customers receiving transmission service under Part II and Part III 
of this Tariff. 
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1.46 Transmission Provider: Collectively, the RTOs or the Designated Agent 
of the RTOs, which shall be the Office of the Interconnection for the 
following purposes under this Tariff: operating the PJM Control Area, 
maintaining an OASIS, receiving and acting on applications for 
transmission service, conducting system impact and facilities studies, 
scheduling transactions, directing redispatch, curtailment and interruption, 
billing and accounting, and disbursement of transmission revenues. 

1.47 Transmission Provider's Monthly Transmission System Peak: The 
maximum finn usage of the Transmission Provider's Transmission System 
in a calendar month. 

1.48 Transmission Service: Point-To-Point Transmission Service provided 
under Part II of the Tariff on a finn and non-finn basis. 

1.49 Transmission System: The facilities owned, controlled or operated by the 
Transmission Provider within the PJM Control Area that are used to 
provide transmission service under Part II and Part III of the Tariff. 

1.49a Zone: An area within the PJM Control Area, as set forth in Attachment J. 

2 Initial Allocation and Renewal Procedures 

2.1 Initial Allocation of Available Transmission Capability: For purposes of 
detennining whether existing capability on the Transmission Provider's 
Transmission System is adequate to accommodate a request for finn 
service under this Tariff, all Completed Applications for new finn 
transmission service received during the initial sixty (60) day period 
commencing with the effective date of the Tariff will be deemed to have 
been flied simultaneously. A lottery system conducted by an independent 
party, which shall be the Office of the Interconnection, shall be used to 
assign priorities for Completed Applications flied simultaneously. All 
Completed Applications for finn transmission service received after the 
initial sixty (60) day period shall be assigned a priority pursuant to Section 
13.2. 

2.2 

Revised: 
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Reservation Priority For Existing Firm Service Customers: Existing finn 
service customers of any RTO (wholesale requirements and transmission-
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only, with a contract term of one-year or more), have the right to continue 
to take transmission service from the Transmission Provider when the 
contract expires, rolls over or is renewed. This transmission reservation 
priority is independent of whether the existing customer continues to 
purchase capacity and energy from the RTO or elects to purchase capacity 
and energy from another supplier. If at the end of the contract term, the 
Transmission Provider's Transmission System cannot accommodate all of 
the requests for transmission service the existing flrm service customer 
must agree to accept a contract term at least equal to a competing request 
by any new Eligible Customer and to pay the current just and reasonable 
rate, as approved by the Commission, for such service. This transmission 
reservation priority for existing flrm service customers is an ongoing right 
that may be exercised at the end of all flrm contract terms of one-year or 
longer. 

3 Ancillary Services 

Ancillary Services are needed with transmission service to maintain reliability 
within and among the Control Areas affected by the transmission service. The 
Transmission Provider is required to provide (or offer to arrange with the local Control 
Area operator as discussed below), and the Transmission Customer is required to 
purchase, the following Ancillary Services (i) Scheduling, System Control and Dispatch, 
and (ii) Reactive Supply and Voltage Control from Generation Sources. 

The Transmission Provider is required to offer to provide (or offer to arrange 
with the local Control Area operator as discussed below) the following Ancillary Services 
only to the Transmission Customer serving load within the Transmission Provider's 
Control Area (i) Regulation and Frequency Response, (ii) Energy Imbalance, (iii) 
Operating Reserve -Spinning, and (iv) Operating Reserve - Supplemental. Subject to the 
provisions of Schedules 1 through 6, the Transmission Customer serving load within the 
Transmission Provider's Control Area is required to acquire these Ancillary Services, 
whether from the Transmission Provider, from a third party, or by self-supply. The 
Transmission Customer may not decline the Transmission Provider's offer of Ancillary 
Services unless it demonstrates that it has acquired the Ancillary Services from another 
source. The Transmission Customer must list in its Application which Ancillary Services 
it will purchase from the Transmission Provider. 

If the Transmission Provider is a public utility providing transmission service but 
is not a Control Area operator, it may be unable to provide some or all of the Ancillary 
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Services. In this case, the Transmission Provider can fulfill its obligation to provide 
Ancillary Services by acting as the Transmission Customer's agent to secure these 
Ancillary Services from the Control Area operator. The Transmission Customer may 
elect to (i) have the Transmission Provider act as its agent, (ii) secure the Ancillary 
Services directly from the Control Area operator, or (iii) secure the Ancillary Services 
(discussed in Schedules 3,4, 5 and 6) from a third party or by self-supply when 
technically feasible. 

The Transmission Provider shall specify the rate treatment and all related terms 
and conditions in the event of an unauthorized use of Ancillary Services by the 
Transmission Customer. 

The specific Ancillary Services, prices and/or compensation methods are 
described on the Schedules that are attached to and made a part of the Tariff. If the 
Transmission Provider offers an affiliate a rate discount, or attributes a discounted 
Ancillary Service rate to its own transactions, the Transmission Provider must offer at 
the same time the same discounted Ancillary Service rate to alI Eligible Customers. 
Information regarding any discounted Ancillary Service rates must be posted on the 
OASIS pursuant to Part 37 of the Commission's regulations. In addition, discounts to 
non-affiliates must be offered in a not unduly discriminatory manner. Sections 3.1 
through 3.6 below list the six Ancillary Services. 

3.1 Scheduling, System Control and Dispatch Service: The rates and/or 
methodology are described in Schedule 1. 

3.2 Reactive Supply and Voltage Control from Generation Sources Service: 
The rates and/or methodology are described in Schedule 2. 

3.3 Regulation and Frequency Response Service: Where applicable the rates 
and/or methodology are described in Schedule 3. 

3.4 Energy Imbalance Service: Where applicable the rates and/or 
methodology are described in Schedule 4. 

3.5 Operating Reserve - Spinning Reserve Service: Where applicable the rates 
and/or methodology are described in Schedule 5. 

3.6 Operating Reserve - Supplemental Reserve Service: Where applicable the 
rates and/or methodology are described in Schedule 6. 
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4 Open Access Same-Time Information System (OASIS) 

Terms and conditions regarding Open Access Same-Time Information System and 
standards of conduct are set forth in 18 CFR § 37 of the Commission's regulations 
(Open Access Same-Time Information System and Standards of Conduct for Public 
Utilities). For purposes of the Standards of Conduct, a marketing affiliate of any party 
to the PJM Interconnection Agreement is deemed to be a marketing affiliate of the 
Transmission Provider. In the event available transmission capability as posted on the 
OASIS is insufficient to accommodate a request for flrm transmission service, additional 
studies may be required as provided by this Tariff pursuant to Sections 19 and 32. 

5 Local Furnishing Bonds 

5.1 RTOs That Own Facilities Financed by Local Furnishing Bonds: This 
provision is applicable only to RTOs that have flnanced facilities for the 
local furnishing of electric energy with tax-exempt bonds, as described in 
Section 142(f) of the Internal Revenue Code ("local furnishing bonds"). 
Notwithstanding any other provision of this Tariff, such an RTO shall not 
be required to provide Transmission Service to any Eligible Customer 
pursuant to this Tariff if the provision of such Transmission Service would 
jeopardize the tax-exempt status of any local furnishing bond(s) used to 
flnance the RTO' s facilities that would be used in providing such 
Transmission Service. 

5.2 Alternative Procedures for Requesting Transmission Service: 

(i) 

(ii) 

Revised: 
Effective: 

If the RTO determines that the provision of transmission service 
requested by an Eligible Customer would jeopardize the tax-exempt 
status of any local furnishing bond(s) used to flnance its facilities 
that would be used in providing such transmission service, it shall 
advise the Eligible Customer within thirty (30) days of receipt of the 
Completed Application. 

If the Eligible Customer thereafter renews its request for the same 
transmission service referred to in (i) by tendering an application 
under Section 211 of the Federal Power Act, the RTO, within ten 
(10) days of receiving a copy of the Section 211 application, will 
waive its rilhta to a request for service under Section 213(a) of the 
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Federal Power Act and to the issuance of a proposed order under 
Section 212(c) of the Federal Power Act and shall provide the 
requested transmission service in accordance with the terms and 
conditions of this Tariff. 

6 Reciprocity 

A Transmission Customer receiving transmission service under this Tariff agrees 
to provide comparable transmission service to each RTO on similar terms and conditions 
over facilities used for the transmission of electric energy in interstate commerce owned, 
controlled or operated by the Transmission Customer and over facilities used for the 
transmission of electric energy in interstate commerce owned, controlled or operated by 
the Transmission Customer's corporate affiliates. A Transmission Customer that is a 
member of a power pool or Regional Transmission Group also agrees to provide 
comparable transmission service to the members of such power pool and Regional 
Transmission Group on similar terms and conditions over facilities used for the 
transmission of electric energy in interstate commerce owned, controlled or operated by 
the Transmission Customer and over facilities used for the transmission of electric 
energy in interstate commerce owned, controlled or operated by the Transmission 
Customer's corporate affiliates. This reciprocity requirement also applies to any Eligible 
Customer that owns, controls or operates transmission facilities that uses an 
intermediary, such as a power marketer, to request transmission service under the Tariff. 
If the Transmission Customer does not own, control or operate transmission facilities, it 
must include in its Application a sworn statement of one of its duly authorized officers or 
other representatives that the purpose of its Application is not to assist an Eligible 
Customer to avoid the requirements of this provision. 

7 Billing and Payment 

7.1 

Revised: 
Effective: 

Billing Proc:edure: By the fifth working day of each month, the 
Transmission Provider shall submit an invoice to the Transmission 
Customer for the charges for all services furnished under the Tariff during 
the preceding month. The invoice shall be paid by the Transmission 
Customer by the ftrst banking day following the 19th of the month in which 
the invoice was issued. All payments shall be made in immediately 
available funds payable to the Transmission Provider, or by wire transfer to 
a bank named by the Transmission Provider. 
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8 

7.2 Interest on Unpaid Balances: Interest on any unpaid amounts (including 
amounts placed in escrow) shall be calculated in accordance with the 
methodology specified for interest on refunds in the Commission's 
regulations at 18 C.F.R. § 35.19a(a)(2)(iii). Interest on delinquent amounts 
shall be calculated from the due date of the bill to the date of payment. 
When payments are made by mail, bills shall be considered as having been 
paid on the date of receipt by the Transmission Provider. 

7.3 Customer Default: In the event the Transmission Customer fails, for any 
reason other than a billing dispute as described below, to make payment to 
the Transmission Provider on or before the due date as described above, 
and such failure of payment is not corrected within thirty (30) calendar 
days after the Transmission Provider notifies the Transmission Customer to 
cure such failure, a default by the Transmission Customer shall be deemed 
to exist. Upon the occurrence of a default, the Transmission Provider may 
initiate a proceeding with the Commission to terminate service but shall 
not terminate service until the Commission so approves any such request. 
In the event of a billing dispute between the Transmission Provider and the 
Transmission Customer, the Transmission Provider will continue to provide 
service under the Service Agreement as long as the Transmission Customer 
(i) continues to make all payments not in dispute, and (ii) pays into an 
independent escrow account the portion of the invoice in dispute, pending 
resolution of such dispute. If the Transmission Customer fails to meet 
these two requirements for continuation of service, then the Transmission 
Provider may provide notice to the Transmission Customer of its intention 
to suspend service in sixty (60) days, in accordance with Commission policy. 

Accounting for an RTO's Use of the Tariff 
following amounts, as outlined below. 

Each RTO shall record the 

8.1 Transmission Revenues: Include in a separate operating revenue account 
or subaccount the revenues it receives from Transmission Service when 
making Third-Party Sales under Part II of the Tariff. 

8.2 Study Costs and Revenues: Include in a separate transmission operating 
expense account or subaccount, costs properly chargeable to expense that 
are incurred to perform any System Impact Studies or Facilities Studies 
which the RTO conducts to determine if it must construct new transmission 
facilities or upgrades necessary for its own uses, including making Third-
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Party Sales under the Tariff; and include in a separate operating revenue 
account or subaccount the revenues received for System Impact Studies or 
Facilities Studies performed when such amounts are separately stated and 
identified in the Transmission Customer's billing under the Tariff. 

9 Regulatory Filings 

Nothing contained in the Tariff , any Service Agreement or any Network 
Operating Agreement shall be construed as affecting in any way the right of any RTO to 
unilaterally make application to the Commission for a change in rates, terms and 
conditions, charges, classification of service, Service Agreement, Network Operating 
Agreement, rule or regulation under Section 205 of the Federal Power Act and pursuant 
to the Commission's rules and regulations promulgated thereunder. 

- Nothing contained in the Tariff ,any Service Agreement or any Network 
Operating Agreement shall be construed as affecting in any way the ability of any Party 
receiving service under the Tariff to exercise its rights under the Federal Power Act and 

- pursuant to the Commission's rules and regulations promulgated thereunder. 

-

-

-
-

10 Force Majeure and Indemnification 

10.1 Force Majeure: An event of Force Majeure means any act of God, labor 
disturbance, act of the public enemy, war, insurrection, riot, fire, storm or 
flood, explosion, breakage or accident to machinery or equipment, any 
Curtailment, order, regulation or restriction imposed by governmental 
military or lawfully established civilian authorities, or any other cause 
beyond a Party's control. Neither the Transmission Provider nor the 
Transmission Customer will be considered in default as to any obligation 
under this Tariff if prevented from fulfilling the obligation due to an event 
of Force Majeure. However, a Party whose performance under this Tariff 
is hindered by an event of Force Majeure shall make all reasonable efforts 
to perform its obligations under this Tariff. 

10.2 Indemnification: The Transmission Customer shall at all times indemnify, 
defend, and save each RTO and the Transmission Provider harmless from, 
any and all damages, losses, claims, including claims and actions relating to 
injury to or death of any person or damage to property, demands, suits, 
recoveries, costs and expenses, court costs, attorney fees, and all other 
obligations by or to third parties, arising out of or resulting from the 
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Transmission Provider's performance of its obligations under this Tariff on 
behalf of the Transmission Customer, except in cases of negligence or 
intentional wrongdoing by an RTO or the Transmission Provider. 

11 Creditworthiness 

For the purpose of determining the ability of the Transmission Customer to meet 
its obligations related to service hereunder, the Transmission Provider may require 
reasonable credit review procedures. This review shall be made in accordance with 
standard commercial practices. In addition, the Transmission Provider may require the 
Transmission Customer to provide and maintain in effect during the term of the Service 
Agreement, an unconditional and irrevocable letter of credit as security to meet its 
responsibilities and obligations under the Tariff, or an alternative form of security 
proposed by the Transmission Customer and acceptable to the Transmission Provider 
and consistent with commercial practices established by the Uniform Commercial Code 
that protects the Transmission Provider against the risk of non-payment. 

12 Dispute Resolution Procedures 

12.1 Internal Dispute Resolution Procedures: Any dispute between a 
Transmission Customer and the Transmission Provider involving 
Transmission Service under the Tariff (excluding applications for rate 
changes or other changes to the Tariff, or to any Service Agreement 
entered into under the Tariff, which shall be presented directly to the 
Commission for resolution) shall be referred to a designated senior 
representative of each of the parties to the dispute for resolution on an 
informal basis as promptly as practicable. In the event the designated 
representatives are unable to resolve the dispute within thirty (30) days (or 
such other period as the parties to the dispute may agree upon) by mutual 
agreement, such dispute may be submitted to arbitration and resolved in 
accordance with the arbitration procedures set forth below. 

12.2 External Arbitration Procedures: Any arbitration initiated under the Tariff 
shall be conducted before a single neutral arbitrator appointed by the 
parties to the dispute. If the parties to the dispute fail to agree upon a 
single arbitrator within ten (10) days of the referral of the dispute to 
arbitration, the party or parties to the dispute demanding arbitration shall 
chose one arbitrator and the party or parties responding to the demand for 
arbitration shall choose another arbitrator, each of whom shall sit on a 
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three-member arbitration panel. The two arbitrators so chosen shall within 
twenty (20) days select a third arbitrator to chair the arbitration panel. In 
either case, the arbitrators shall be knowledgeable in electric utility 
matters, including electric transmission and bulk power issues, and shall not 
have any current or past substantial business or fmancial relationships with 
any party to the arbitration (except prior arbitration). The arbitrator(s) 
shall provide each of the parties to the dispute an opportunity to be heard 
and, except as otherwise provided herein, shall generally conduct the 
arbitration in accordance with the Commercial Arbitration Rules of the 
American Arbitration Association and any applicable Commission 
regulations. 

12.3 Arbitration Decisions: Unless otherwise agreed, the arbitrator(s) shall 
render a decision within ninety (90) days of appointment and shall notify 
the parties to the dispute in writing of such decision and the reasons 
therefor. The arbitrator(s) shall be authorized only to interpret and apply 
the provisions of the Tariff and any Service Agreement entered into under 
the Tariff and shall have no power to modify or change any of the above in 
any manner. The decision of the arbitrator(s) shall be final and binding 
upon the Parties, and judgment on the award may be entered in any court 
having jurisdiction. The decision of the arbitrator(s) may be appealed 
solely on the grounds that the conduct of the arbitrator(s), or the decision 
itself, violated the standards set forth in the Federal Arbitration Act 
and/or the Administrative Dispute Resolution Act. The final decision of 
the arbitrator must also be filed with the Commission if it affects 
jurisdictional rates, terms and conditions of service or facilities. 

12.4 Costs: Each party to the dispute shall be responsible for its own costs 
incurred during the arbitration process and for the following costs, if 
applicable: 

(A) the cost of the arbitrator chosen by the parties to the dispute to sit 
on the three member panel and a proportionate share of the cost of 
the third arbitrator chosen; 

(8) a proportionate share of the cost of the single arbitrator jointly 
chosen by the parties to the dispute; or 
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(C) a proportionate share of the cost incurred by the Office of the 
Interconnection related to a dispute not involving the Office of the 
Interconnection. 

12.5 Rights Under The Federal Power Act: Nothing in this section shall restrict 
the rights of any party to file a Complaint with the Commission under 
relevant provisions of the Federal Power Act. 
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II. POINT-TO-POINT TRANSMISSION SERVICE 

Preamble 

The Transmission Provider will provide Firm and Non-Firm Point-To-Point 
Transmission Service pursuant to the applicable terms and conditions of this Tariff. 
Point-To-Point Transmission Service is for the receipt of capacity and energy at 
designated Point(s) of Receipt and the transmission of such capacity and energy to 
designated Point(s) of Delivery. 

13 Nature of Firm Point-To-Point Transmission Service 

13.1 Term: The minimum term of Firm Point-To-Point Transmission Service 
shall be one day and the maximum term shall be specified in the Service 
Agreement. 

13.2 Reservation Priority: Long-Term Firm Point-To-Point Transmission 
Service shall be available on a first-come, first-served basis i.!;., in the 
chronological sequence in which each Transmission Customer has reserved 
service. Reservations for Short-Term Firm Point-To-Point Transmission 
Service will be conditional based upon the length of the requested 
transaction. If the Transmission System becomes oversubscribed, requests 
for longer term service may preempt requests for shorter term service up 
to the following deadlines; one day before the commencement of daily 
service, one week before the commencement of weekly service, and one 
month before the commencement of monthly service. Before the deadline, 
if available transmission capability is insufficient to satisfy all Applications, 
an Eligible Customer with a reservation for shorter term service has the 
right of first refusal to match any longer term reservation before losing its 
reservation priority. After the deadline, service will commence pursuant to 
the terms of Part II of the Tariff. Firm Point-To-Point Transmission 
Service will always have a reservation priority over Non-Firm Point-To
Point Transmission Service under the Tariff. All Long-Term Firm Point
To-Point Transmission Service will have equal reservation priority with 
Native Load Customers and Network Customers. Reservation priorities for 
existing firm service customers are provided in Section 2.2. 

13.3 Use of Firm Transmission Service by an RTO: Each RTO will be subject 
to the rates, terms and conditions of Part II of the Tariff when making 
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Third-Party Sales under (i) agreements executed on or after March I, 1997 
or (ii) agreements executed prior to the aforementioned date that the 
Commission requires to be unbundled, by the date specified by the 
Commission. Each RTO will maintain separate accounting, pursuant to 
Section 8, for any use of the Point-To-Point Transmission Service to make 
Third-Party Sales. 

13.4 Service Agreements: The Transmission Provider shall offer a standard 
form Firm Point-To-Point Transmission Service Agreement (Attachment 
A) to an Eligible Customer when it submits a Completed Application for 
Firm Point-To-Point Transmission Service. Executed Service Agreements 
that contain the information required under the Tariff shall be filed with 
the Commission in compliance with applicable Commission regulations. 

13.5 Transmission Customer Obligations for Facility Additions or Redispatch 
Costs: In cases where the Transmission Provider determines that the 
Transmission System is not capable of providing Firm Point-To-Point 
Transmission Service without (1) degrading or impairing the reliability of 
service to Native Load Customers, Network Customers and other 
Transmission Customers taking Firm Point-To-Point Transmission Service, 
or (2) interfering with the Transmission Provider's ability to meet prior 
firm contractual commitments to others, the Transmission Provider will be 
obligated to expand or upgrade the Transmission System pursuant to the 
terms of Section 15.4. The Transmission Customer must agree to 
compensate the Transmission Provider for any necessary transmission 
facility additions pursuant to the terms of Section 27. To the extent the 
Transmission Provider can relieve any system constraint more economically 
by redispatching resources available to the PJM Control Area than through 
constructing Network Upgrades, it shall do so, provided that the Eligible 
Customer agrees to compensate the Transmission Provider pursuant to the 
terms of Section 27. Any redispatch, Network Upgrade or Direct 
Assignment Facilities costs to be charged to the Transmission Customer 
under the Tariff will be specified in the Service Agreement prior to 
initiating service. 

13.6 Curtailment of Firm Transmission Service: In the event that a 
Curtailment on the Transmission Provider's Transmission System, or a 
portion thereof, is required to maintain reliable operation of such system, 
Curtailments will be made on a non-discriminatory basis to the 
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transaction(s) that effectively relieve the constraint. If mUltiple 
transactions require Curtailment, to the extent practicable and consistent 
with Good Utility Practice, Curtailments will be proportionally allocated 
among the Transmission Provider's Native Load Customers, Network 
Customers, and Transmission Customers taking Firm Point-To-Point 
Transmission Service. All Curtailments will be made on a non
discriminatory basis, however, Non-Firm Point-To-Point Transmission 
Service shall be subordinate to Firm Transmission Service and Non-Firm 
Point-To-Point Transmission Service for which redispatch costs will not be 
paid shall be subordinate to Non-Firm Point-To-Point Transmission Service 
for which redispatch costs will be paid. When the Transmission Provider 
determines that an electrical emergency exists on the Transmission System 
and implements emergency procedures to Curtail Firm Transmission 
Service, the Transmission Customer shall make the required reductions 
upon request of the Transmission Provider. However, the Transmission 
Provider reserves the right to Curtail, in whole or in part, any Firm 
Transmission Service provided under the Tariff when, in the Transmission 
Provider's sole discretion, an emergency or other unforeseen condition 
impairs or degrades the reliability of the Transmission System. The 
Transmission Provider will notify all affected Transmission Customers in a 
timely manner of any scheduled Curtailments. 

13.7 Classification of Firm Transmission Service: 

(a) 

(b) 
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The Transmission Customer taking Firm Point-To-Point 
Transmission Service may (1) change its Receipt and Delivery 
Points to obtain service on a non-flrm basis consistent with the 
terms of Section 22.1 or (2) request a modiflcation of the Points of 
Receipt or Delivery on a flrm basis pursuant to the terms of Section 
22.2. 

The Transmission Customer may purchase transmission service to 
make sales of capacity and energy from multiple generating units 
that are on the Transmission Provider's Transmission System. For 
such a purchase of transmission service, the resources will be 
designated as multiple Points of Receipt, unless the multiple 
generating units are at the same generating plant in which case the 
units would be treated as a single Point of Receipt. 
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(c) The Transmission Provider shall provide fum deliveries of capacity 
and energy from the Point(s) of Receipt to the Point(s) of Delivery. 
Each Point of Receipt at which fum transmission capacity is 
reserved by the Transmission Customer shall be set forth in the 
Firm Point-To-Point Service Agreement along with a corresponding 
capacity reservation associated with each Point of Receipt. Each 
Point of Delivery at which firm transmission capacity is reserved by 
the Transmission Customer shall be set forth in the Firm Point -To
Point Service Agreement along with a corresponding capacity 
reservation associated with each Point of Delivery. The greater of 
either (1) the sum of the capacity reservations at the Point(s) of 
Receipt, or (2) the sum of the capacity reservations at the Point(s) 
of Delivery shall be the Transmission Customer's Reserved 
Capacity. The Transmission Customer will be billed for its 
Reserved Capacity under the terms of Schedule 7. The 
Transmission Customer may not exceed its fum capacity reserved at 
each Point of Receipt and each Point of Delivery except as 
otherwise specified in Section 22. In the event the Transmission 
Customer (including Third Party Sales by an RTO) exceeds its firm 
capacity reserved at any Point of Receipt or Point of Delivery , 
except as otherwise specified in Section 22, the Transmission 
Customer shall pay the rate set forth in Schedule 7 for the delivery 
period (i.e. ,annually, monthly, weekly or daily) for which the 
Transmission Customer is reserving capacity multiplied by an 
adjusted reserved capacity (for pricing purposes only) equal to the 
highest level used by the Transmission Customer at such Point of 
Receipt or Point of Delivery as integrated over a 60 minute period. 

13.8 Scheduling of Firm Poiut-To-Poiut Transmission Service: Schedules for the 
Transmission Customer's Firm Point-To-Point Transmission Service must 
be submitted to the Transmission Provider no later than 10:00 a.m. 
(eastern) of the day prior to commencement of such service. Schedules 
submitted after 10:00 a.m (eastern) will be accommodated, if practicable. 
Hour-to-hour schedules of any capacity and energy that is to be delivered 
must be stated in increments of 1,000 kW per hour. Transmission 
Customers within the PJM Control Area with multiple requests for 
Transmission Service at a Point of Receipt, each of which is under 1,000 
kW per hour, may consolidate their service requests at a common point of 
receipt into units of 1,000 kW per hour for scheduling and billing purposes. 
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Scheduling changes will be permitted up to thirty (30) minutes before the 
start of the next clock hour provided that the Delivering Party and 
Receiving Party also agree to the schedule modification. The Transmission 
Provider will furnish to the Delivering Party's system operator, hour-to
hour schedules equal to those furnished by the Receiving Party (unless 
reduced for losses) and shall deliver the capacity and energy provided by 
such schedules. Should the Transmission Customer, Delivering Party or 
Receiving Party revise or terminate any schedule, such party shall 
immediately notify the Transmission Provider, and the Transmission 
Provider shall have the right to adjust accordingly the schedule for capacity 
and energy to be received and to be delivered. 

14 Nature of Non-Firm Point-To-Point Transmission Service 

14.1 Term: Non-Firm Point-To-Point Transmission Service will be available for 
periods ranging from one (I) hour to one (I) month. However, a 
Purchaser of Non-Firm Point-To-Point Transmission Service will be 
entitled to reserve a sequential term of service (such as a sequential 
monthly term without having to wait for the initial term to expire before 
requesting another monthly term) so that the total time period for which 
the reservation applies is greater than one month, subject to the 
requirements of Section 18.3 . 

14.2 Reservation Priority: Non-Firm Point-To-Point Transmission Service shall 
be available from transmission capability in excess of that needed for 
reliable service to Native Load Customers, Network Customers and other 
Transmission Customers taking Long-Term and Short-Term Firm Point-To
Point Transmission Service. A higher priority will be assigned to 
reservations with a longer duration of service. In the event the 
Transmission System is constrained, competing requests of equal duration 
will be prioritized based on the highest price offered by the Eligible 
Customer for the Transmission Service. Eligible Customers that have 
already reserved shorter term service have the right of first refusal to 
match any longer term reservation before being preempted. Transmission 
service for Network Customers from resources other than designated 
Network Resources will have a higher priority than any Non-Firm Point
To-Point Transmission Service. Non-Firm Point-To-Point Transmission 
Service over secondary Point(s) of Receipt and Point(s) of Delivery will 
have the lowest reservation priority under the Tariff. 
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14.3 Use of Non-Firm Point-To-Point Transmission Service by an RTO: Each 
RTO will be subject to the rates, terms and conditions of Part II of the 
Tariff when making Third-Party Sales under (i) agreements executed on or 
after March 1, 1997 or (ii) agreements executed prior to the 
aforementioned date that the Commission requires to be unbundled, by the 
date specified by the Commission. The RTO will maintain separate 
accounting, pursuant to Section 8, for any use of Non-Firm Point-To-Point 
Transmission Service to make Third-Party Sales. 

14.4 Service Agreements: The Transmission Provider shall offer a standard 
form Non-Firm Point-To-Point Transmission Service Agreement 
(Attachment B) to an Eligible Customer when it first submits a Completed 
Application for Non-Firm Point-To-Point Transmission Service pursuant to 
the Tariff. Executed Service Agreements that contain the information 
required under the Tariff shall be filed with the Commission in compliance 
with applicable Commission regulations. 

14.5 Classification of Non-Firm Point-To-Point Transmission Service: Non
Firm Point-To-Point Transmission Service shall be offered under terms and 
conditions contained in Part II of the Tariff. The Transmission Provider 
undertakes no obligation under the Tariff to plan the Transmission System 
in order to have sufficient capacity for Non-Firm Point-To-Point 
Transmission Service. Parties requesting Non-Firm Point-To-Point 
Transmission Service for the transmission of firm power do so with the full 
realization that such service is subject to availability and to Curtailment or 
Interruption under the terms of the Tariff. In the event the Transmission 
Customer (including Third Party Sales by an RTO) exceeds its non-firm 
capability reserved at any Point of Receipt or Point of Delivery, the 
Transmission Customer shall pay the rate set forth in Schedule 8 for the 
delivery period (i.e.,monthly, weekly, daily or hourly) for which the 
Transmission Customer is reserving capacity mUltiplied by an adjusted 
reserved capacity (for pricing purposes only) equal to the highest level used 
by the Transmission Customer at such Point of Receipt or Point of 
Delivery as integrated over a 60 minute period. Non-Firm Point-To-Point 
Transmission Service shall include transmission of energy on an hourly 
basis and transmission of scheduled short-term capacity and energy on a 
daily, weekly or monthly basis, but not to exceed one month's reservation 
for anyone Application, under Schedule 8. 
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14.6 Scheduling of Non-Firm Point-To-Point Transmission Service: Schedules 
for Non-Firm Point-To-Point Transmission Service must be submitted to 
the Transmission Provider no later than 2:00 p.m. (eastern) of the day 
prior to the commencement of such service. Schedules submitted after 
2:00 p.m. (eastern) will be accommodated, if practicable. Hour-to-hour 
schedules of energy that is to be delivered must be stated in increments of 
1,000 kW per hour. Transmission Customers within the PJM Control Area 
with multiple requests for Transmission Service at a Point of Receipt, each 
of which is under 1,000 kW per hour, may consolidate their schedules at a 
common Point of Receipt into units of 1,000 kW per hour. Scheduling 
changes will be permitted up to thirty (30) minutes before the start of the 
next clock hour provided that the Delivering Party and Receiving Party 
also agree to the schedule modification. The Transmission Provider will 
furnish to the Delivering Party's system operator, hour-to-hour schedules 
equal to those furnished by the Receiving Party (unless reduced for losses) 
and shall deliver the capacity and energy provided by such schedules. 
Should the Transmission Customer, Delivering Party or Receiving Party 
revise or terminate any schedule, such party shall immediately notify the 
Transmission Provider, and the Transmission Provider shall have the right 
to adjust accordingly the schedule for capacity and energy to be received 
and to be delivered. 

14.7 Curtailment or Interruption of Service: The Transmission Provider 
reserves the right to Curtail, in whole or in part, Non-Firm Point-To-Point 
Transmission Service provided under the Tariff for reliability reasons when, 
an emergency or other unforeseen condition threatens to impair or degrade 
the reliability of the Transmission System. The Transmission Provider 
reserves the right to Interrupt, in whole or in part, Non-Firm Point-To
Point Transmission Service provided under the Tariff for economic reasons 
in order to accommodate (I) a request for Firm Transmission Service, (2) 
a request for Non-Firm Point-To-Point Transmission Service of greater 
duration, (3) a request for Non-Firm Point-To-Point Transmission Service 
of equal duration with a higher price, or (4) transmission service for 
Network Customers from non-designated resources. The Transmission 
Provider also will discontinue or reduce service to the Transmission 
Customer to the extent that deliveries for transmission are discontinued or 
reduced at the Point(s) of Receipt. Where required, Curtailments or 
Interruptions will be made on a non-discriminatory basis to the 
transaction(s) that effectively relieve the constraint, however, Non-Firm 
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Point-To-Point Transmission Service shall be subordinate to Firm 
Transmission Service and Non-Firm Point-To-Point Transmission Service 
for which redispatch costs will not be paid shall be subordinate to Non
Firm Point-To-Point Transmission Service for which redispatch costs will 
be paid. If multiple transactions require Curtailment or Interruption, to 
the extent practicable and consistent with Good Utility Practice, 
Curtailments or Interruptions will be made to transactions of the shortest 
term (1<.g., hourly non-firm transactions will be Curtailed or Interrupted 
before daily non-fIrm transactions and daily non-fIrm transactions will be 
Curtailed or Interrupted before weekly non-firm transactions). 
Transmission service for Network Customers from resources other than 
designated Network Resources will have a higher priority than any Non
Firm Point-To-Point Transmission Service under the Tariff. Non-Firm 
Point-To-Point Transmission Service over secondary Point(s) of Receipt 
and Point(s) of Delivery will have a lower priority than any Non-Firm 
Point-To-Point Transmission Service under the Tariff. 

The Transmission Provider will provide advance notice of Curtailment or 
Interruption where such notice can be provided consistent with Good 
Utility Practice. 

15 Service Availability 

15.1 General Conditions: The Transmission Provider will provide Firm and 
Non-Firm Point-To-Point Transmission Service over, on or across the 
Transmission System to any Transmission Customer that has met the 
requirements of Section 16. 

15.2 Determination of Available Transmission Capability: A description of the 
Transmission Provider's specific methodology for assessing available 
transmission capability posted on the Transmission Provider's OASIS 
(Section 4) is contained in Attachment C of the Tariff. In the event 
sufficient transmission capability may not exist to accommodate a service 
request, the Transmission Provider will respond by performing a System 
Impact Study. 

15.3 Initiating Service in the Absence of an Executed Service Agreement: If the 
Transmission Provider and the Transmission Customer requesting Firm or 
Non-Firm Point-To-Point Transmission Service cannot agree on all the 
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terms and conditions of the Point-To-Point Service Agreement, the 
Transmission Provider shall file with the Commission, within thirty (30) 
days after the date the Transmission Customer provides written notification 
directing the Transmission Provider to file, an unexecuted Point-To-Point 
Service Agreement containing terms and conditions deemed appropriate by 
the Transmission Provider for such requested Transmission Service. The 
Transmission Provider shall commence providing Transmission Service 
subject to the Transmission Customer agreeing to (i) compensate the 
Transmission Provider at whatever rate the Commission ultimately 
determines to be just and reasonable, and (ii) comply with the terms and 
conditions of the Tariff including posting appropriate security deposits in 
accordance with the terms of Section 17.3. 

15.4 Obligation to Provide Transmission Service that Requires Expansion or 
Modification of the Transmission System: If the Transmission Provider 
determines that it cannot accommodate a Completed Application for Firm 
Point-To-Point Transmission Service because of insufficient capability on 
the Transmission System, the Transmission Provider will use due diligence 
to expand or modify the Transmission System to provide the requested 
Firm Transmission Service, provided the Transmission Customer agrees to 
compensate the Transmission Provider for such costs pursuant to the terms 
of Section 27. The Transmission Provider will conform to Good Utility 
Practice in determining the need for new facilities and in the design and 
construction of such facilities. The obligation applies only to those 
facilities that the Transmission Provider has the right to expand or modify. 

15.5 Deferral of Service: The Transmission Provider may defer providing 
service until it completes construction of new transmission facilities or 
upgrades needed to provide Firm Point-To-Point Transmission Service 
whenever the Transmission Provider determines that providing the 
requested service WOUld, without such new facilities or upgrades, impair or 
degrade reliability to any existing firm services. 

15.6 Other Transmission Service Schedules: Eligible Customers recelVlng 
transmission service under other agreements on file with the Commission 
may continue to receive transmission service under those agreements until 
such time as those agreements may be modified by the Commission. 
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15.7 Real Power Losses: Real Power Losses are associated with all transmission 
service. The Transmission Provider is not obligated to provide Real Power 
Losses. The Transmission Customer is responsible for replacing losses 
associated with all transmission service as calculated by the Transmission 
Provider. The applicable Real Power Loss factors are as follows: 3 
percent for on-peak hours and 2.5 percent for off-peak hours, as on-peak 
and off-peak are defmed by NERC, which shall be supplied as set forth in 
Attachment K. 

16 Transmission Customer Responsibilities 

16.1 Conditions Required of Transmission Customers: Point-To-Point 
Transmission Service shall be provided by the Transmission Provider only 
if the following conditions are satisfied by the Transmission Customer: 

Revised: 
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a. The Transmission Customer has pending a Completed Application 
for service; 

b. 

c. 

d. 

e. 

f. 

The Transmission Customer meets the creditworthiness criteria set 
forth in Section 11 ; 

The Transmission Customer will have arrangements in place for any 
other transmission service necessary to effect the delivery from the 
generating source to the Transmission Provider prior to the time 
service under Part II of the Tariff commences; 

The Transmission Customer agrees to pay for any facilities 
constructed and chargeable to such Transmission Customer under 
Part II of the Tariff, whether or not the Transmission Customer 
takes service for the full term of its reservation; 

The Transmission Customer has executed a Point-To-Point Service 
Agreement or has agreed to receive service pursuant to Section 
15.3; and 

The Transmission Customer complies with the standards for 
operating and planning reliable bulk electric systems, including any 
requirement for adequate generating reserves, of NERC and the 
regional reliability council for the Control Area in which the 
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capacity and energy transmitted by the Transmission Provider will 
be delivered to a load. 

16.2 Transmission Customer Responsibility for Third-Party Arrangements: Any 
scheduling arrangements that may be required by other electric systems 
shall be the responsibility of the Transmission Customer requesting service. 
The Transmission Customer shall provide, unless waived by the 
Transmission Provider, notification to the Transmission Provider identifying 
such systems and authorizing them to schedule the capacity and energy to 
be transmitted by the Transmission Provider pursuant to Part II of the 
Tariff on behalf of the Receiving Party at the Point of Delivery or the 
Delivering Party at the Point of Receipt. However, the Transmission 
Provider will undertake reasonable efforts to assist the Transmission 
Customer in making such arrangements, including without limitation, 
providing any information or data required by such other electric system 
pursuant to Good Utility Practice. 

17 Procedures for Arranging Firm Point-To-Point Transmission Service 

17.1 Application: A request for Firm Point-To-Point Transmission Service for 
periods of one year or longer must contain a written Application to: PJM 
Interconnection Association, 955 Jefferson Avenue, Valley Forge Corporate 
Center, Norristown, PA 19403-2497, at least sixty (60) days in advance of 
the calendar month in which service is to commence. The Transmission 
Provider will consider requests for such firm service on shorter notice when 
feasible. Requests for firm service for periods of less than one year shall 
be subject to expedited procedures that shall be negotiated between the 
Parties within the time constraints provided in Section 17.5. All Firm 
Point-To-Point Transmission Service requests should be submitted by 
entering the information listed below on the Transmission Provider's 
OASIS. Prior to implementation of the Transmission Provider's OASIS, a 
Completed Application may be submitted by (i) transmitting the required 
information to the Transmission Provider by telefax, or (ii) providing the 
information by telephone over the Transmission Provider's time recorded 
telephone line. Each of these methods will provide a time-stamped record 
for establishing the priority of the Application. 
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17.2 Completed Application: A Completed Application shall provide all of the 
information included in 18 CPR § 2.20 including but not limited to the 
following: 

(i) The identity, address, telephone number and facsimile 
number of the entity requesting service; 

(ii) A statement that the entity requesting service is, or will be 
upon commencement of service, an Eligible Customer under 
the Tariff; 

(iii) The location of the Point(s) of Receipt and Point(s) of 
Delivery and the identities of the Delivering Parties and the 
Receiving Parties; 

(iv) The location of the generating facility(ies) supplying the 
capacity and energy and the location of the load ultimately 
served by the capacity and energy transmitted. The 
Transmission Provider will treat this information as 
confidential except to the extent that disclosure of this 
information is required by this Tariff, by regulatory or judicial 
order, for reliability purposes pursuant to Good Utility 
Practice or pursuant to MAAC transmission information 
sharing agreements. The Transmission Provider shall treat 
this information consistent with the standards of conduct 
contained in Part 37 of the Commission's regulations; 

(v) A description of the supply characteristics of the capacity and 
energy to be delivered; 

(vi) An estimate of the capacity and energy expected to be 
delivered to the Receiving Party; 

(vii) The Service Commencement Date and the term of the 
requested Transmission Service; and 

(viii) The transmission capacity requested for each Point of 
Receipt and each Point of Delivery on the Transmission 
Provider's Transmission System; customers may combine 
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their requests for service in order to satisfy the minimum 
transmission capacity requirement. 

The Transmission Provider shall treat this information consistent with the 
standards of conduct contained in Part 37 of the Commission's regulations. 

17.3 Deposit: A Completed Application for Firm Point-To-Point Transmission 
Service also shall include a deposit of either one month's charge for 
Reserved Capacity or the full charge for Reserved Capacity for service 
requests of less than one month. If the Application is rejected by the 
Transmission Provider because it does not meet the conditions for service 
as set forth herein, or in the case of requests for service arising in 
connection with losing bidders in a Request For Proposals (RFP) , said 
deposit shall be returned with interest less any reasonable costs incurred by 
the Transmission Provider in connection with the review of the losing 
bidder's Application. The deposit also will be returned with interest less 
any reasonable costs incurred by the Transmission Provider if the 
Transmission Provider is unable to complete new facilities needed to 
provide the service. If an Application is withdrawn or the Eligible 
Customer decides not to enter into a Service Agreement for Firm Point
To-Point Transmission Service, the deposit shall be refunded in full, with 
interest, less reasonable costs incurred by the Transmission Provider to the 
extent such costs have not already been recovered by the Transmission 
Provider from the Eligible Customer. The Transmission Provider will 
provide to the Eligible Customer a complete accounting of all costs 
deducted from the refunded deposit, which the Eligible Customer may 
contest if there is a dispute concerning the deducted costs. Deposits 
associated with construction of new facilities are subject to the provisions 
of Section 19. If a Service Agreement for Firm Point-To-Point 
Transmission Service is executed, the deposit, with interest, will be 
returned to the Transmission Customer upon expiration of the Service 
Agreement for Firm Point-To-Point Transmission Service. Applicable 
interest shall be computed in accordance with the Commission's regulations 
at 18 CFR § 35.19a(a)(2)(iii), and shall be calculated from the day the 
deposit check is credited to the Transmission Provider's account. 

17.4 Notice of Deficient Application: If an Application fails to meet the 
requirements of the Tariff, the Transmission Provider shall notify the entity 
requesting service within fifteen (15) days of receipt of the reasons for such 
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failure. The Transmission Provider will attempt to remedy minor 
deficiencies in the Application through informal communications with the 
Eligible Customer. If such efforts are unsuccessful, the Transmission 
Provider shall return the Application, along with any deposit, with interest. 
Upon receipt of a new or revised Application that fully complies with the 
requirements of Part II of the Tariff, the Eligible Customer shall be 
assigned a new priority consistent with the date of the new or revised 
Application. 

17.5 Response to a Completed Application: Following receipt of a Completed 
Application for Firm Point-To-Point Transmission Service, the 
Transmission Provider shall make a determination of available transmission 
capability as required in Section 15.2. The Transmission Provider shall 
notify the Eligible Customer as soon as practicable, but not later than 
thirty (30) days after the date of receipt of a Completed Application either 
(i) if it will be able to provide service without performing a System Impact 
Study or (ii) if such a study is needed to evaluate the impact of the 
Application pursuant to Section 19.1. 

17.6 Execution of Service Agreement: Whenever the Transmission Provider 
determines that a System Impact Study is not required and that the service 
can be provided, it shall notify the Eligible Customer as soon as practicable 
but no later than thirty (30) days after receipt of the Completed 
Application. Where a System Impact Study is required, the provisions of 
Section 19 will govern the execution of a Service Agreement. Failure of an 
Eligible Customer to execute and return the Service Agreement or request 
the filing of an unexecuted service agreement pursuant to Section 15.3, 
within fifteen (15) days after it is tendered by the Transmission Provider 
will be deemed a withdrawal and termination of the Application and any 
deposit submitted shall be refunded with interest. Nothing herein limits 
the right of an Eligible Customer to file another Application after such 
withdrawal and termination. 

17.7 Extensions for Commencement of Service: The Transmission Customer 
can obtain up to five (5) one-year extensions for the commencement of 
service. The Transmission Customer may postpone service by paying a 
non-refundable annual reservation fee equal to one-month's charge for 
Firm Transmission Service for each year or fraction thereof. If during any 
extension for the commencement of service an Eligible Customer submits a 
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Completed Application for Firm Transmission Service, and such request 
can be satisfied only by releasing all or part of the Transmission 
Customer's Reserved Capacity, the original Reserved Capacity will be 
released unless the following condition is satisfied. Within thirty (30) days, 
the original Transmission Customer agrees to pay the Firm Point-To-Point 
transmission rate for its Reserved Capacity concurrent with the new Service 
Commencement Date. In the event the Transmission Customer elects to 
release the Reserved Capacity, the reservation fees or portions thereof 
previously paid will be forfeited. 

18 Procedures for Arranging Non-Firm Point-To-Point Transmission Service 

18.1 Application: Eligible Customers seeking Non-Firm Point-To-Point 
Transmission Service must submit a Completed Application to the 
Transmission Provider. Applications should be submitted by entering the 
information listed below on the Transmission Provider's OASIS. Prior to 
implementation of the Transmission Provider's OASIS, a Completed 
Application may be submitted by (i) transmitting the required information 
to the Transmission Provider by telefax, or (ii) providing the information 
by telephone over the Transmission Provider's time recorded telephone 
line. Each of these methods will provide a time-stamped record for 
establishing the service priority of the Application. 

18.2 Completed Application: A Completed Application shall provide all of the 
information included in 18 CFR § 2.20 including but not limited to the 
following: 

(i) The identity, address, telephone number and facsimile 
number of the entity requesting service; 

(ii) A statement that the entity requesting service is, or will be 
upon commencement of service, an Eligible Customer under 
the Tariff; 

(iii) The Point(s) of Receipt and the Point(s) of Delivery; 

(iv) The maximum amount of capacity requested at each Point of 
Receipt and Point of Delivery; and 
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(v) The proposed dates and hours for initiating and terminating 
transmission service hereunder. 

In addition to the information specified above, when required to properly 
evaluate system conditions, the Transmission Provider also may ask the 
Transmission Customer to provide the following: 

(vi) The electrical location of the initial source of the power to be 
transmitted pursuant to the Transmission Customer's request 
for service; and 

(vii) The electrical location of the ultimate load. 

The Transmission Provider will treat this information in (vi) and (vii) as 
confidential at the request of the Transmission Customer except to the 
extent that disclosure of this information is required by this Tariff, by 
regulatory or judicial order, for reliability purposes pursuant to Good 
Utility Practice, or pursuant to MAAC transmission information sharing 
agreements. The Transmission Provider shall treat this information 
consistent with the standards of conduct contained in Part 37 of the 
Commission's regulations. 

18.3 Reservation of Non-Firm Point-To-Point Transmission Service: Requests 
for monthly service shall be submitted no earlier than sixty (60) days before 
service is to commence; requests for weekly service shall be submitted no 
earlier than fourteen (14) days before service is to commence, requests for 
daily service shall be submitted no earlier than two (2) days before service 
is to commence, and requests for hourly service shall be submitted no 
earlier than noon the day before service is to commence. Requests for 
service received later than 2:00 p.m. (eastern) prior to the day service is 
scheduled to commence will be accommodated if practicable. 

18.4 Determination of Available Transmission Capability: Following receipt of 
a tendered schedule the Transmission Provider will make a determination 
on a non-discriminatory basis of available transmission capability pursuant 
to Section 15.2. Such determination shall be made as soon as reasonably 
practicable after receipt, but not later than the following time periods for 
the following terms of service (i) thirty (30) minutes for hourly service, (ii) 
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thirty (30) minutes for daily service, (iii) four (4) hours for weekly service, 
and (iv) two (2) days for monthly service. 

19 Additional Study Procedures For Firm Point-To-Point Transmission Service 
Requests 

19.1 Notice of Need for System Impact Study: After receiving a request for 
service, the Transmission Provider shall determine on a non-discriminatory 
basis whether a System Impact Study is needed. A description of the 
Transmission Provider's methodology for completing a System Impact 
Study is provided in Attachment D. If the Transmission Provider 
determines that a System Impact Study is necessary to accommodate the 
requested service, it shall so inform the Eligible Customer, as soon as 
practicable. In such cases, the Transmission Provider shall within thirty 
(30) days of receipt of a Completed Application, tender a System Impact 
Study Agreement pursuant to which the Eligible Customer shall agree to 
reimburse the Transmission Provider for performing the required System 
Impact Study. For a service request to remain a Completed Application, 
the Eligible Customer shall execute the System Impact Study Agreement 
and return it to the Transmission Provider within fifteen (15) days. If the 
Eligible Customer elects not to execute the System Impact Study 
Agreement, its application shall be deemed withdrawn and its deposit, 
pursuant to Section 17.3, shall be returned with interest. 

19.2 System Impact Study Agreement and Cost Reimbursement: 

(i) 

Revised: 
Effective: 

The System Impact Study Agreement will clearly specify the 
maximum charge, based on the Transmission Provider's estimate of 
the actual cost, and time for completion of the System Impact Study. 
The charge shall not exceed the actual cost of the study. In 
performing the System Impact Study, the Transmission Provider 
shall rely, to the extent reasonably practicable, on existing 
transmission planning studies. The Eligible Customer will not be 
assessed a charge for such existing studies; however, the Eligible 
Customer will be responsible for charges associated with any 
modifications to existing planning studies that are reasonably 
necessary to evaluate the impact of the Eligible Customer's request 
for service on the Transmission System. 
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(ii) If in response to multiple Eligible Customers requesting service in 
relation to the same competitive solicitation, a single System Impact 
Study is sufficient for the Transmission Provider to accommodate 
the requests for service, the costs of that study shall be pro-rated 
among the Eligible Customers. 

(iii) For System Impact Studies that the Transmission Provider conducts 
on behalf of an RTO, the RTO shall record the cost of the System 
Impact Studies pursuant to Section 8. 

19.3 System Impact Study Procedures: Upon receipt of an executed System 
Impact Study Agreement, the Transmission Provider will use due diligence 
to complete the required System Impact Study within a sixty (60) day 
period. The System Impact Study shall identify any system constraints and 
redispatch options, additional Direct Assignment Facilities or Network 
Upgrades required to provide the requested service. In the event that the 
Transmission Provider is unable to complete the required System Impact 
Study within such time period, it shall so notify the Eligible Customer and 
provide an estimated completion date along with an explanation of the 
reasons why additional time is required to complete the required studies. 
A copy of the completed System Impact Study and related work papers 
shall be made available to the Eligible Customer. The Transmission 
Provider will use the same due diligence in completing the System Impact 
Study for an Eligible Customer as it uses when completing studies for an 
RTO. The Transmission Provider shall notify the Eligible Customer 
immediately upon completion of the System Impact Study if the 
Transmission System will be adequate to accommodate all or part of a 
request for service or that no costs are likely to be incurred for new 
transmission facilities or upgrades. In order for a request to remain a 
Completed Application, within fifteen (15) days of completion of the 
System Impact Study the Eligible Customer must execute a Service 
Agreement or request the filing of an unexecuted Service Agreement 
pursuant to Section 15.3, or the Application shall be deemed terminated 
and withdrawn. 

19.4 Facilities Study Procedures: If a System Impact Study indicates that 
additions or upgrades to the Transmission System are needed to supply the 
Eligible Customer's service request, the Transmission Provider, within 
thirty (30) days of the completion of the System Impact Study, shall tender 
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to the Eligible Customer a Facilities Study Agreement pursuant to which 
the Eligible Customer shall agree to reimburse the Transmission Provider 
for performing the required Facilities Study. For a service request to 
remain a Completed Application, the Eligible Customer shall execute the 
Facilities Study Agreement and return it to the Transmission Provider 
within fifteen (15) days. If the Eligible Customer elects not to execute the 
Facilities Study Agreement, its application shall be deemed withdrawn and 
its deposit, pursuant to Section 17.3, shall be returned with interest. Upon 
receipt of an executed Facilities Study Agreement, the Transmission 
Provider will use due diligence to complete the required Facilities Study 
within a sixty (60) day period. If the Transmission Provider is unable to 
complete the Facilities Study in the allotted time period, the Transmission 
Provider shall notify the Transmission Customer and provide an estimate 
of the time needed to reach a fmal determination along with an 
explanation of the reasons that additional time is required to complete the 
study. When completed, the Facilities Study will include a good faith 
estimate of (i) the cost of Direct Assignment Facilities to be charged to the 
Transmission Customer, (ii) the Transmission Customer's appropriate share 
of the cost of any required Network Upgrades as determined pursuant to 
the provisions of Part II of the Tariff, and (iii) the time required to 
complete such construction and initiate the requested service. The 
Transmission Customer shall provide the Transmission Provider with a 
letter of credit or other reasonable form of security acceptable to the 
Transmission Provider equivalent to the costs of new facilities or upgrades 
consistent with commercial practices as established by the Uniform 
Commercial Code. The Transmission Customer shall have thirty (30) days 
to execute a Service Agreement or request the filing of an unexecuted 
Service Agreement and provide the required letter of credit or other form 
of security or the request will no longer be a Completed Application and 
shall be deemed terminated and withdrawn. 

19.5 Facilities Study Modifications: Any change in design arising from inability 
to site or construct facilities as proposed will require development of a 
revised good faith estimate. New good faith estimates also will be required 
in the event of new statutory or regulatory requirements that are effective 
before the completion of construction or other circumstances beyond the 
control of the Transmission Provider that significantly affect the final cost 
of new facilities or upgrades to be charged to the Transmission Customer 
pursuant to the provisions of Part II of the Tariff. 
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19.6 Due Diligence in Completing New Facilities: Each RTO shall use due 
diligence to add necessary facilities or upgrade the Transmission System 
within a reasonable time. An RTO will not upgrade the existing or 
planned Transmission System in order to provide the requested Firm Point
To-Point Transmission Service if doing so would impair system reliability 
or otherwise impair or degrade existing fIrm service. 

19.7 Partial Interim Service: If the Transmission Provider determines that it 
will not have adequate transmission capability to satisfy the full amount of 
a Completed Application for Firm Point-To-Point Transmission Service, 
the Transmission Provider nonetheless shall be obligated to offer and 
provide the portion of the requested Firm Point-To-Point Transmission 
Service that can be accommodated without addition of any facilities and 
through redispatch. However, the Transmission Provider shall not be 
obligated to provide the incremental amount of requested Firm Point-To
Point Transmission Service that requires the addition of facilities or 
upgrades to the Transmission System until such facilities or upgrades have 
been placed in service. 

19.8 Expedited Procedures for New Facilities: In lieu of the procedures set 
forth above, the Eligible Customer shall have the option to expedite the 
process by requesting the Transmission Provider to tender at one time, 
together with the results of required studies, an "Expedited Service 
Agreement" pursuant to which the Eligible Customer would agree to 
compensate the Transmission Provider for all costs incurred pursuant to 
the terms of the Tariff. In order to exercise this option, the Eligible 
Customer shall request in writing an expedited Service Agreement covering 
ail of the above-specifIed items within thirty (30) days of receiving the 
results of the System Impact Study identifying needed facility additions or 
upgrades or costs incurred in providing the requested service. While the 
Transmission Provider agrees to provide the Eligible Customer with its best 
estimate of the new facility costs and other charges that may be incurred, 
such estimate shall not be binding and the Eligible Customer must agree in 
writing to compensate the Transmission Provider for all costs incurred 
pursuant to the provisions of the Tariff. The Eligible Customer shall 
execute and return such an Expedited Service Agreement within fifteen 
(15) days of its receipt or the Eligible Customer's request for service will 
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cease to be a Completed Application and will be deemed terminated and 
withdrawn. 

20 Procedures if The Transmission Provider is Unable to Complete New 
Transmission Facilities for Firm Point-To-Point Transmission Service 

20.1 Delays in Construction of New Facilities: If any event occurs that will 
materially affect the time for completion of new facilities, or the ability to 
complete them, the Transmission Provider shall promptly notify the 
Transmission Customer. In such circumstances, the Transmission Provider 
shall within thirty (30) days of notifying the Transmission Customer of such 
delays, convene a technical meeting with the Transmission Customer to 
evaluate the alternatives available to the Transmission Customer. The 
Transmission Provider also shall make available to the Transmission 
Customer studies and work papers related to the delay, including all 
information that is in the possession of the Transmission Provider that is 
reasonably needed by the Transmission Customer to evaluate any 
alternatives. 

20.2 Alternatives to the Original Facility Additions: When the review process 
of Section 20.1 determines that one or more alternatives exist to the 
originally planned construction project, the Transmission Provider shall 
present such alternatives for consideration by the Transmission Customer. 
If, upon review of any alternatives, the Transmission Customer desires to 
maintain its Completed Application subject to construction of the 
alternative facilities, it may request the Transmission Provider to submit a 
revised Service Agreement for Firm Point-To-Point Transmission Service. 
If the alternative approach solely involves Non-Firm Point-To-Point 
Transmission Service, the Transmission Provider shall promptly tender a 
Service Agreement for Non-Firm Point-To-Point Transmission Service 
providing for the service. In the event the Transmission Provider 
concludes that no reasonable alternative exists and the Transmission 
Customer disagrees, the Transmission Customer may seek relief under the 
dispute resolution procedures pursuant to Section 12 or it may refer the 
dispute to the Commission for resolution. 

20.3 Refund ObUgation lor Unrmished Facility Additions: If the Transmission 
Provider and the Transmission Customer mutually agree that no other 
reasonable alternatives exist and the requested service cannot be provided 
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out of existing capability under the conditions of Part II of the Tariff, the 
obligation to provide the requested Firm Point-To-Point Transmission 
Service shall terminate and any deposit made by the Transmission 
Customer shall be returned with interest pursuant to Commission 
regulations 35. 19a(a)(2)(iii). However, the Transmission Customer shall be 
responsible for all prndently incurred costs by the Transmission Provider 
through the time constmction was suspended. 

21 Provisions Relating to Transmission Construction and Services on the Systems of 
Other Utilities 

21.1 Responsibility for Third-Party System Additions: The Transmission 
Provider shall not be responsible for making arrangements for any 
necessary engineering, permitting, and constmction of transmission or 
distribution facilities on the system(s) of any other entity or for obtaining 
any regulatory approval for such facilities. The Transmission Provider will 
undertake reasonable efforts to assist the Transmission Customer in 
obtaining such arrangements, including without limitation, providing any 
information or data required by such other electric system pursuant to 
Good Utility Practice. 

21.2 Coordination of Third-Party System Additions: In circumstances where 
the need for transmission facilities or upgrades is identified pursuant to the 
provisions of Part II of the Tariff, and if such upgrades further require the 
addition of transmission facilities on other systems, the Transmission 
Provider shall have the right to coordinate constmction on its own system 
with the constmction required by others. The Transmission Provider, after 
consultation with the Transmission Customer and representatives of such 
other systems, may defer construction of its new transmission facilities, if 
the new transmission facilities on another system cannot be completed in a 
timely manner. The Transmission Provider shall notify the Transmission 
Customer in writing of the basis for any decision to defer construction and 
the specific problems which must be resolved before it will initiate or 
resume constmction of new facilities. Within sixty (60) days of receiving 
written notification by the Transmission Provider of its intent to defer 
constmction pursuant to this section, the Transmission Customer may 
challenge the decision in accordance with the dispute resolution procedures 
pursuant to Section 12 or it may refer the dispute to the Commission for 
resolution. 

Revised: June 2, 1997 
Effective: 



PJM Regional Transmission Owners Open Access Transmission Tariff 
Original Sheet No. 50 

22 Changes in Service Specifications 

22.1 Modifications On a Non-Firm Basis: The Transmission Customer taking 
Firm Point-To-Point Transmission Service may request the Transmission 
Provider to provide transmission service on a non-firm basis over Receipt 
and Delivery Points other than those specified in the Service Agreement 
(" Secondary Receipt and Delivery Points n), in amounts not to exceed its 
firm capacity reservation, without incurring an additional Non-Firm Point
To-Point Transmission Service charge or executing a new Service 
Agreement, subject to the following conditions. 

(a) Service provided over Secondary Receipt and Delivery Points will be 
non-firm only, on an as-available basis and will not displace any firm 
or non-firm service reserved or scheduled by third-parties under the 
Tariff or by the Transmission Provider on behalf of its Native Load 
Customers. 

(b) The sum of all Firm and non-firm Point-To-Point Transmission 
Service provided to the Transmission Customer at any time pursuant 
to this section shall not exceed the Reserved Capacity in the 
relevant Service Agreement under which such services are provided. 

(c) The Transmission Customer shall retain its right to schedule Firm 
Point-To-Point Transmission Service at the Receipt and Delivery 
Points specified in the relevant Service Agreement in the amount of 
its original capacity reservation. 

(d) Service over Secondary Receipt and Delivery Points on a non-firm 
basis shall not require the filing of an Application for Non-Firm 
Point-To-Point Transmission Service under the Tariff. However, all 
other requirements of Part II of the Tariff (except as to transmission 
rates) shall apply to transmission service on a non-firm basis over 
Secondary Receipt and Delivery Points. 

22.2 Modification On a Firm Basis: Any request by a Transmission Customer 
to modify Receipt and Delivery Points on a firm basis shall be treated as a 
new request for service in accordance with Section 17 hereof, except that 
such Transmission Customer shall not be obligated to pay any additional 
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deposit if the capacity reservation does not exceed the amount reserved in 
the existing Service Agreement. While such new request is pending, the 
Transmission Customer shall retain its priority for service at the existing 
fum Receipt and Delivery Points specified in its Service Agreement. 

23 Sale or Assignment of Transmission Service 

23.1 Procedures for Assignment or Transfer of Service: Subject to Commission 
approval of any necessary filings, a Transmission Customer may sell, assign, 
or transfer all or a portion of its rights under its Service Agreement, but 
only to another Eligible Customer (the Assignee). The Transmission 
Customer that sells, assigns or transfers its rights under its Service 
Agreement is hereafter referred to as the Reseller. Compensation to the 
Reseller shall not exceed the higher of (i) the original rate paid by the 
Reseller, (ii) the Transmission Provider's maximum rate on file at the time 
of the assignment, or (iii) the Reseller's opportunity cost. If the Assignee 
does not request any change in the Point(s) of Receipt or the Point(s) of 
Delivery, or a change in any other term or condition set forth in the 
original Service Agreement, the Assignee will receive the same services as 
did the Reseller and the priority of service for the Assignee will be the 
same as that of the Reseller. A Reseller should notify the Transmission 
Provider as soon as possible after any assignment or transfer of service 
occurs but in any event, notification must be provided prior to any 
provision of service to the Assignee. The Assignee will be subject to all 
terms and conditions of this Tariff. If the Assignee requests a change in 
service, the reservation priority of service will be determined by the 
Transmission Provider pursuant to Section 13.2. 

23.2 Limitations on Assignment or Transfer of Service: If the Assignee requests 
a change in the Point(s) of Receipt or Point(s) of Delivery, or a change in 
any other specifications set forth in the original Service Agreement, the 
Transmission Provider will consent to such change subject to the provisions 
of the Tariff, provided that the change will not impair the operation and 
reliability of the Transmission Provider's generation, transmission, or 
distribution systems. The Assignee shall compensate the Transmission 
Provider for performing any System Impact Study needed to evaluate the 
capability of the Transmission System to accommodate the proposed 
change and any additional costs resulting from such change. The Reseller 
shall remain liable for the performance of all obligations under the Service 
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Agreement, except as specifically agreed to by the Parties through an 
amendment to the Service Agreement. 

23.3 Information on Assignment or Transfer of Service: In accordance with 
Section 4, Resellers may use the Transmission Provider's OASIS to post 
transmission capacity available for resale. 

24 Metering and Power Factor Correction at Receipt and Delivery Points(s) 

24.1 Transmission Customer Obligations: Unless otherwise agreed, the 
Transmission Customer shall be responsible for installing and maintaining 
compatible metering and communications equipment to accurately account 
for the capacity and energy being transmitted under Part II of the Tariff 
and to communicate the information to the Transmission Provider. Such 
equipment shall remain the property of the Transmission Customer. 

24.2 Transmission Provider Access to Metering Data: The Transmission 
Provider shall have access to metering data, which may reasonably be 
required to facilitate measurements and billing under the Service 
Agreement. 

24.3 Power Factor: Unless otherwise agreed, the Transmission Customer is 
required to maintain a power factor within the same range as the 
Transmission Provider pursuant to Good Utility Practices. The power 
factor requirements are specified in the Service Agreement where 
applicable. 

25 Compensation for Transmission Service 

Rates for Firm and Non-Firm Point-To-Point Transmission Service are provided 
in the Schedules appended to the Tariff: Firm Point-To-Point Transmission Service 
(Schedule 7); and Non-Firm Point-To-Point Transmission Service (Schedule 8). Each 
RTO shall use Part II of the Tariff to make its Third-Party Sales. Each RTO shall 
account for such use at the applicable Tariff rates, pursuant to Section 8. 

26 Stranded Cost Recovery 

Any RTO may seek to recover stranded costs from the Transmission Customer 
pursuant to this Tariff in accordance with the terms, conditions and procedures set forth 
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in FERC Order No. 888. However, the RTO must sepatately file any specific proposed 
stranded cost chatge under Section 205 of the Federal Power Act. 

27 Compensation for New Facilities and Redispatch Costs: 

27.1 New Facilities and Redispatch: Whenever a System Impact Study 
performed by the Transmission Provider in connection with the provision 
of Firm Point-To-Point Transmission Service identifies the need for new 
facilities, the Transmission Customer shall be responsible for such costs to 
the extent consistent with Commission policy. Whenever a System Impact 
Study performed by the Transmission Provider identifies transmission 
constraints that may be relieved more economically by redispatching 
resources available to the PJM Control Area than by building new facilities 
or upgrading existing facilities to eliminate such constraints, the 
Transmission Customer shall be responsible for the redispatch costs to the 
extent consistent with Commission policy. 

27.2 Redispatch Using Locational Marginal Prices: Whenever in the operation 
of the PlM Control Area the Transmission Provider identifies transmission 
constraints, the provisions of Attachment K shall apply to all Transmission 
Customers (including Native Load Customers and an RTO making a 
Third-Patty Sale); provided, however, that a Transmission Customer 
receiving Non-Firm Point-To-Point Transmission Service may elect not to 
pay the costs of redispatch determined pursuant to Attachment K when 
those costs would be imposed consistent with Commission policy and 
Transmission Service to such Transmission Customer may be interrupted. 
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III. NETWORK INTEGRATION TRANSMISSION SERVICE 

Preamble 

The Transmission Provider will provide Network Integration Transmission Service 
pursuant to the applicable terms and conditions contained in the Tariff and Service 
Agreement. Network Integration Transmission Service allows the Network Customer to 
integrate, economically dispatch and regulate its current and planned Network Resources 
to serve its Network Load in a manner comparable to that in which each RTO utilizes 
the Transmission System to serve its Native Load Customers. Network Integration 
Transmission Service also may be used by the Network Customer to deliver economy 
energy purchases to its Network Load from non-designated resources on an as-available 
basis without additional charge. Transmission service for sales to non-designated loads 
will be provided pursuant to the applicable terms and conditions of Part II of the Tariff. 

28 Nature of Network Integration Transmission Service 

28.1 Scope of Service: Network Integration Transmission Service is a 
transmission service that allows Network Customers to efficiently and 
economically utilize their Network Resources (as well as other non
designated generation resources) to serve their Network Load located in 
the PJM Control Area and any additional load that may be designated 
pursuant to Section 31.3 of the Tariff. The Network Customer taking 
Network Integration Transmission Service must obtain or provide Ancillary 
Services pursuant to Section 3. 

28.2 Transmission Provider Responsibilities: The Transmission Provider will 
plan, construct, operate and maintain the Transmission System in 
accordance with Good Utility Practice in order to provide the Network 
Customer with Network Integration Transmission Service over the 
Transmission Provider's Transmission System. Each RTO, on behalf of its 
Native Load Customers, shall be required to designate resources and loads 
in the same manner as any Network Customer under Part III of this Tariff. 
This information must be consistent with the information used by the 
Transmission Provider to calculate available transmission capability. The 
Transmission Provider shall include the Network Customer's Network Load 
in the Transmission System planning and shall, consistent with Good Utility 
Practice, endeavor to construct and place into service sufficient 
transmission capacity to deliver the Network Customer's Network 
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Resources to serve its Network Load on a basis comparable to the delivery 
of each RTO's own generating and purchased resources to its Native Load 
Customers. 

28.3 Network Integration Transmission Service: The Transmission Provider will 
provide firm transmission service over the Transmission System to the 
Network Customer for the delivery of capacity and energy from its 
designated Network Resources to service its Network Loads on a basis that 
is comparable to each RTO's use of the Transmission System to reliably 
serve its Native Load Customers. 

28.4 Secondary Service: The Network Customer may use the Transmission 
Provider's Transmission System to deliver energy to its Network Loads 
from resources that have not been designated as Network Resources. Such 
energy shall be transmitted, on an as-available basis, at no additional 
charge. Deliveries from resources other than Network Resources will have 
a higher priority than any Non-Firm Point-To-Point Transmission Service 
under Part II of the Tariff. 

28.5 Real Power Losses: Real Power Losses are associated with all transmission 
service. The Transmission Provider is not obligated to provide Real Power 
Losses. The Network Customer is responsible for replacing losses 
associated with all transmission service in accordance with Attachment K. 

28.6 Restrictions on Use of Service: The Network Customer shall not use 
Network Integration Transmission Service for (i) sales of capacity and 
energy to non-designated loads, or (ii) direct or indirect provision of 
transmission service by the Network Customer to third parties. All 
Network Customers taking Network Integration Transmission Service shall 
use Point-To-Point Transmission Service under Part II of the Tariff for any 
Third-Party Sale which requires use of the Transmission Provider's 
Transmission System. 

29 Initiating Service 

29.1 Condition Precedent for Receiving Service: Subject to the terms and 
conditions of Part III of the Tariff, the Transmission Provider will provide 
Network Integration Transrnis~ion Service to any Eligible Customer, 
provided that (i) the Eligible Customer completes an Application for 
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service as provided under Part III of the Tariff, (ii) the Eligible Customer 
and the Transmission Provider complete the technical arrangements set 
forth in Sections 29.3 and 29.4, (iii) the Eligible Customer executes a 
Service Agreement pursuant to Attachment F for service under Part III of 
the Tariff or requests in writing that the Transmission Provider file a 
proposed unexecuted Service Agreement with the Commission, and (iv) the 
Eligible Customer executes a Network Operating Agreement with the 
Transmission Provider pursuant to Attachment G and the MAAC 
agreement. 

29.2 Application Procedures: An Eligible Customer requesting service under 
Part III of the Tariff must submit an Application, with a deposit 
approximating the charge for one month of service, to the Transmission 
Provider as far as possible in advance of the month in which service is to 
commence. Unless subject to the procedures in Section 2, Completed 
Applications for Network Integration Transmission Service will be assigned 
a priority according to the date and time the Application is received, with 
the earliest Application receiving the highest priority. Applications should 
be submitted by entering the information listed below on the Transmission 
Provider's OASIS. Prior to implementation of the Transmission Provider's 
OASIS, a Completed Application may be submitted by (i) transmitting the 
required information to the Transmission Provider by telefax, or (ii) 
providing the information by telephone over the Transmission Provider's 
time recorded telephone line. Each of these methods will provide a time
stamped record for establishing the service priority of the Application. A 
Completed Application shall provide all of the information included in 18 
CPR § 2.20 including but not limited to the following: 

(i) The identity, address, telephone number and facsimile number of 
the party requesting service; 

(ii) A statement that the party requesting service is, or will be upon 
commencement of service, an Eligible Customer under the Tariff; 

(iii) A description of the Network Load at each delivery point. This 
description should separately identify and provide the Eligible 
Customer's best estimate of the total loads to be served at each 
transmission voltage level, and the loads to be served from each 
Transmission Provider substation at the same transmission voltage 
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level. The description should include a ten (10) year forecast of 
summer and winter load and resource requirements beginning with 
the first year after the service is scheduled to commence; 

(iv) The amount and location of any interruptible loads included in the 
Network Load. This shall include the summer and winter capacity 
requirements for each interruptible load (had such load not been 
interruptible), that portion of the load subject to interruption, the 
conditions under which an interruption can be implemented and any 
limitations on the amount and frequency of interruptions. An 
Eligible Customer should identify the amount of interruptible 
customer load (if any) included in the 10 year load forecast provided 
in response to (iii) above; 

(v) A description of Network Resources (current and 1O-year 
projection), which shall include, for each Network Resource: 

Unit size and amount of capacity from that unit to be 
designated as Network Resource 
V AR capability (both leading and lagging) of all generators 
Operating restrictions 

Any periods of restricted operations throughout the 
year 
Maintenance schedules 
Minimum loading level of unit 
Normal operating level of unit 
Any must-run unit designations required for system 
reliability or contract reasons 

Approximate variable generating cost ($/MWH) for 
redispatch computations 
Arrangements governing sale and delivery of power to third 
parties from generating facilities located in the Transmission 
Provider Control Area, where only a portion of unit output is 
designated as a Network Resource 
Description of purchased power designated as a Network 
Resource including source of supply, Control Area location, 
transmission arrangements and delivery point(s) to the 
Transmission Provider's Transmission System; 

(vi) Description of Eligible Customer's transmission system: 
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Load flow and stability data, such as real and reactive parts 
of the load, lines, transformers, reactive devices and load 
type, including normal and emergency ratings of all 
transmission equipment in a load flow format compatible 
with that used by the Transmission Provider 
Operating restrictions needed for reliability 
Operating guides employed by system operators 
Contractual restrictions or committed uses of the Eligible 
Customer's transmission system, other than the Eligible 
Customer's Network Loads and Resources 
Location of Network Resources described in subsection (v) 
above 
10 year projection of system expansions or upgrades 
Transmission System maps that include any proposed 
expansions or upgrades 
Thermal ratings of Eligible Customer's Control Area ties with 
other Control Areas; and 

(vii) Service Commencement Date and the term of the requested 
Network Integration Transmission Service. The minimum term for 
Network Integration Transmission Service is one year. 

Unless the Parties agree to a different time frame, the Transmission 
Provider must acknowledge the request within ten (10) days of receipt. 
The acknowledgement must include a date by which a response, including 
a Service Agreement, will be sent to the Eligible Customer. If an 
Application fails to meet the requirements of this section, the Transmission 
Provider shall notify the Eligible Customer requesting service within fifteen 
(15) days of receipt and specify the reasons for such failure. Wherever 
possible, the Transmission Provider will attempt to remedy deficiencies in 
the Application through informal communications with the Eligible 
Customer. If such efforts are unsuccessful, the Transmission Provider shall 
return the Application without prejudice to the Eligible Customer filing a 
new or revised Application that fully complies with the requirements of this 
section. The Eligible Customer will be assigned a new priority consistent 
with the date of the new or revised Application. The Transmission 
Provider shall treat this information consistent with the standards of 
conduct contained in Part 37 of the Commission's regulations. 

June 2, 1997 



PJM Regional Transmission Owners Open Access Transmission Tariff 
Original Sheet No. 59 

29.3 Technical Arrangements to be Completed Prior to Commencement of 
Service: Network Integration Transmission Service shall not commence 
until the Transmission Provider and the Network Customer, or a third 
party, have completed installation of all equipment specified under the 
Network Operating Agreement consistent with Good Utility Practice and 
any additional requirements reasonably and consistently imposed to ensure 
the reliable operation of the Transmission System. The Transmission 
Provider shall exercise reasonable efforts, in coordination with the Network 
Customer, to complete such arrangements as soon as practicable taking 
into consideration the Service Commencement Date. 

29.4 Network Customer Facilities: The provision of Network Integration 
Transmission Service shall be conditioned upon the Network Customer's 
constructing, maintaining and operating the facilities on its side of each 
delivery point or interconnection necessary to reliably deliver capacity and 
energy from the Transmission Provider's Transmission System to the 
Network Customer. The Network Customer shall be solely responsible for 
constructing or installing all facilities on the Network Customer's side of 
each such delivery point or interconnection. 

29.5 Filing of Service Agreement: The Transmission Provider will file Service 
Agreements with the Commission in compliance with applicable 
Commission regulations. 

30 Network Resources 

30.1 Designation of Network Resources: Network Resources shall include all 
generation owned or purchased by the Network Customer designated to 
serve Network Load under the Tariff. Network Resources may not include 
resources, or any portion thereof, that are committed for sale to non
designated third party load or otherwise cannot be called upon to meet the 
Network Customer's Network Load on a non-interruptible basis. Any 
owned or purchased resources that were serving the Network Customer's 
loads under firm agreements entered into on or before the Service 
Commencement Date shall initially be designated as Network Resources 
until the Network Customer terminates the designation of such resources. 

30.2 Designation of New Network Resources: The Network Customer may 
designate a new Network Resource by providing the Transmission Provider 
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with as much advance notice as practicable. A designation of a new 
Network Resource must be made by a request for modification of service 
pursuant to an Application under Section 29. 

30.3 Termination of Network Resources: The Network Customer may terminate 
the designation of all or part of a generating resource as a Network 
Resource at any time but should provide notification to the Transmission 
Provider as soon as reasonably practicable. 

30.4 Operation of Network Resources: The Network Customer shall not 
operate its designated Network Resources located in the Network 
Customer's or Transmission Provider's Control Area such that the output 
of those facilities exceeds its designated Network Load plus losses, Third 
Party Sales and net sales of energy through the interchange energy market 
established under the PIM Interconnection Agreement. 

30.5 Network Customer Redispatch Obligation: As a condition to recelVlng 
Network Integration Transmission Service, the Network Customer agrees to 
redispatch its Network Resources as requested by the Transmission 
Provider pursuant to Section 33.2. To the extent practical, the redispatch 
of resources pursuant to this section shall be on a least cost, non
discriminatory basis among all Network Customers and the RTOs. 

30.6 Transmission Arrangements for Network Resources Not Physically 
Interconnected With The Transmission Provider: The Network Customer 
shall be responsible for any arrangements necessary to deliver capacity and 
energy from a Network Resource not physically interconnected with the 
Transmission Provider's Transmission System. The Transmission Provider 
will undertake reasonable efforts to assist the Network Customer in 
obtaining such arrangements, including without limitation, providing any 
information or data required by such other entity pursuant to Good Utility 
Practice. 

30.7 Limitation on Designation of Network Resources: The Network Customer 
must demonstrate that it owns or has committed to purchase generation 
pursuant to an executed contract in order to designate a generating 
resource as a Network Resource. Alternatively, the Network Customer 
may establish that execution of a contract is contingent upon the 
availability of transmission service under Part III of the Tariff. 
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30.S Use of Interface Capacity by the Network Customer: There is no 
limitation upon a Network Customer's use of the Transmission Provider's 
Transmission System at any particular interface to integrate the Network 
Customer's Network Resources (or substitute economy purchases) with its 
Network Loads. However, a Network Customer's use of the Transmission 
Provider's total interface capacity with other transmission systems may not 
exceed the Network Customer's Load Ratio Share. 

30.9 Network Customer Owned Transmission Facilities: The Network 
Customer that owns existing transmission facilities that are integrated with 
the Transmission Provider's Transmission System may be eligible to receive 
consideration either through a billing credit or some other mechanism. In 
order to receive such consideration the Network Customer must 
demonstrate that its transmission facilities are integrated into the planning 
and operations of the Transmission Provider to serve all of its power and 
transmission customers. For facilities constructed by the Network 
Customer subsequent to the Service Commencement Date under Part III 
of the Tariff, the Network Customer shall receive credit where such 
facilities are jointly planned and installed in coordination with the 
Transmission Provider. Calculation of the credit shall be addressed in 
either the Network Customer's Service Agreement or any other agreement 
between the Parties. 

31 Designation of Network Load 

31.1 Network Load: The Network Customer must designate the individual 
Network Loads on whose behalf the Transmission Provider will provide 
Network Integration Transmission Service. The Network Loads shall be 
specified in the Service Agreement. 

31.2 New Network Loads Connected With the Transmission Provider: The 
Network Customer shall provide the Transmission Provider with as much 
advance notice as reasonably practicable of the designation of new 
Network Load that will be added to the Transmission System. A 
designation of new Network Load must be made through a modification of 
service pursuant to a new Application. The Transmission Provider will use 
due diligence to install any transmission facilities required to interconnect a 
new Network Load designated by the Network Customer. The costs of 
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new facilities required to interconnect a new Network Load shall be 
determined in accordance with the procedures provided in Section 32.4 and 
shall be charged to the Network Customer in accordance with Commission 
policies. 

31.3 Network Load Not PhysicaUy Interconnected with the Transmission 
Provider: This section applies to both initial designation pursuant to 
Section 31.1 and the subsequent addition of new Network Load not 
physically interconnected with the Transmission Provider. To the extent 
that the Network Customer desires to obtain transmission service for a 
load outside the Transmission Provider's Transmission System, the Network 
Customer shall have the option of (1) electing to include the entire load as 
Network Load for all purposes under Part III of the Tariff by incorporating 
the said load into the PJM Control Area and designating Network 
Resources in connection with such additional Network Load, or (2) 
excluding that entire load from its Network Load and purchasing Point-To
Point Transmission Service under Part II of the Tariff. To the extent that 
the Network Customer gives notice of its intent to add a new Network 
Load as part of its Network Load pursuant to this section the request must 
be made through a modification of service pursuant to a new Application. 

31.4 New Interconnection Points: To the extent the Network Customer desires 
to add a new Delivery Point or interconnection point between the 
Transmission Provider's Transmission System and a Network Load, the 
Network Customer shall provide the Transmission Provider with as much 
advance notice as reasonably practicable. 

31.5 Changes in Service Requests: Under no circumstances shall the Network 
Customer's decision to cancel or delay a requested change in Network 
Integration Transmission Service ~.g. the addition of a new Network 
Resource or designation of a new Network Load) in any way relieve the 
Network Customer of its obligation to pay the costs of transmission 
facilities constructed by the Transmission Provider and charged to the 
Network Customer as reflected in the Service Agreement. However, the 
Transmission Provider must treat any requested change in Network 
Integration Transmission Service in a non-discriminatory manner. 

31.6 Annual Load and Resource Information Updates: The Network Customer 
shall provide the Transmission Provider with annual updates of Network 
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Load and Network Resource forecasts consistent with those included in its 
Application for Network Integration Transmission Service under Part III of 
the Tariff. The Network Customer also shall provide the Transmission 
Provider with timely written notice of material changes in any other 
information provided in its Application relating to the Network Customer's 
Network Load, Network Resources, its transmission system or other aspects 
of its facilities or operations affecting the Transmission Provider's ability to 
provide reliable service. 

32 Additional Stndy Procedures For Network Integration Transmission Service 
Requests 

32.1 Notice of Need for System Impact Study: After receiving a request for 
service, the Transmission Provider shall determine on a non-discriminatory 
basis whether a System Impact Study is needed. A description of the 
Transmission Provider's methodology for completing a System Impact 
Study is provided in Attachment D. If the Transmission Provider 
determines that a System Impact Study is necessary to accommodate the 
requested service, it shall so inform the Eligible Customer, as soon as 
practicable. In such cases, the Transmission Provider shall within thirty 
(30) days of receipt of a Completed Application, tender a System Impact 
Study Agreement pursuant to which the Eligible Customer shall agree to 
reimburse the Transmission Provider for performing the required System 
Impact Study. For a service request to remain a Completed Application, 
the Eligible Customer shall execute the System Impact Study Agreement 
and return it to the Transmission Provider within fifteen (15) days. If the 
Eligible Customer elects not to execute the System Impact Study 
Agreement, its Application shall be deemed withdrawn and its deposit shall 
be returned with interest. 

32.2 System Impact Study Agreement and Cost Reimbursement: 

(i) 

Revised: 
Effective: 

The System Impact Study Agreement will clearly specify the 
maximum charge, based on the Transmission Provider's estimate of 
the actual cost, and time for completion of the System Impact Study. 
The charge shall not exceed the actual cost of the study. In 
performing the System Impact Study, the Transmission Provider 
shall rely, to the extent reasonably practicable, on existing 
transmission planning studies. The Eligible Customer will not be 
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assessed a charge for such existing studies; however, the Eligible 
Customer will be responsible for charges associated with any 
modifications to existing planning studies that are reasonably 
necessary to evaluate the impact of the Eligible Customer's request 
for service on the Transmission System. 

(ii) If in response to multiple Eligible Customers requesting service in 
relation to the same competitive solicitation, a single System Impact 
Study is sufficient for the Transmission Provider to accommodate 
the service requests, the costs of that study shall be pro-rated among 
the Eligible Customers. 

(iii) For System Impact Studies that the Transmission Provider conducts 
on behalf of an RTO, the RTO shall record the cost of the System 
Impact Studies pursuant to Section 8. 

32.3 System Impact Study Procedures: Upon receipt of an executed System 
Impact Study Agreement, the Transmission Provider will use due diligence 
to complete the required System Impact Study within a sixty (60) day 
period. The System Impact Study shall identify any system constraints and 
redispatch options, additional Direct Assignment Facilities or Network 
Upgrades required to provide the requested service. In the event that the 
Transmission Provider is unable to complete the required System Impact 
Study within such time period, it shall so notify the Eligible Customer and 
provide an estimated completion date along with an explanation of the 
reasons why additional time is required to complete the required studies. 
A copy of the completed System Impact Study and related work papers 
shall be made available to the Eligible Customer. The Transmission 
Provider will use the same due diligence in completing the System Impact 
Study for an Eligible Customer as it uses when completing studies for an 
RTO. The Transmission Provider shall notify the Eligible Customer 
immediately upon completion of the System Impact Study if the 
Transmission System will be adequate to accommodate all or part of a 
request for service or that no costs are likely to be incurred for new 
transmission facilities or upgrades. In order for a request to remain a 
Completed Application, within fifteen (15) days of completion of the 
System Impact Study the Eligible Customer must execute a Service 
Agreement or request the filing of an unexecuted Service Agreement, or 
the Application shall be deemed terminated and withdrawn. 
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32.4 Facilities Study Procedures: If a System Impact Study indicates that 
additions or upgrades to the Transmission System are needed to supply the 
Eligible Customer's service request, the Transmission Provider, within 
thirty (30) days of the completion of the System Impact Study, shall tender 
to the Eligible Customer a Facilities Study Agreement pursuant to which 
the Eligible Customer shall agree to reimburse the Transmission Provider 
for performing the required Facilities Study. For a service request to 
remain a Completed Application, the Eligible Customer shall execute the 
Facilities Study Agreement and return it to the Transmission Provider 
within fifteen (15) days. If the Eligible Customer elects not to execute the 
Facilities Study Agreement, its Application shall be deemed withdrawn and 
its deposit shall be returned with interest. Upon receipt of an executed 
Facilities Study Agreement, the Transmission Provider will use due 
diligence to complete the required Facilities Study within a sixty (60) day 
period. If the Transmission Provider is unable to complete the Facilities 
Study in the allotted time period, the Transmission Provider shall notify the 
Eligible Customer and provide an estimate of the time needed to reach a 
final determination along with an explanation of the reasons that additional 
time is required to complete the study. When completed, the Facilities 
Study will include a good faith estimate of (i) the cost of Direct 
Assignment Facilities to be charged to the Eligible Customer, (ii) the 
Eligible Customer's appropriate share of the cost of any required Network 
Upgrades, and (iii) the time required to complete such construction and 
initiate the requested service. The Eligible Customer shall provide the 
Transmission Provider with a letter of credit or other reasonable form of 
security acceptable to the Transmission Provider equivalent to the costs of 
new facilities or upgrades consistent with commercial practices as 
established by the Uniform Commercial Code. The Eligible Customer 
shall have thirty (30) days to execute a Service Agreement or request the 
filing of an unexecuted Service Agreement and provide the required letter 
of credit or other form of security or the request no longer will be a 
Completed Application and shall be deemed terminated and withdrawn. 

33 Load Shedding and Curtailments 

33.1 Procedures: Prior to the Service Commencement Date, the Transmission 
Provider and the Network Customer shall establish Load Shedding and 
Curtailment procedures pursuant to the Network Operating Agreement 
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with the objective of responding to contingencies on the Transmission 
System. The Parties will implement such programs during any period when 
the Transmission Provider determines that a system contingency exists and 
such procedures are necessary to alleviate such contingency. The 
Transmission Provider will notify all affected Network Customers in a 
timely manner of any scheduled Curtailment. 

33.2 Transmission Constraints: During any period when the Transmission 
Provider determines that a transmission constraint exists on the 
Transmission System, and such constraint may impair the reliability of the 
Transmission Provider's system, the Transmission Provider will take 
whatever actions, consistent with Good Utility Practice, that are reasonably 
necessary to maintain the reliability of the Transmission Provider's system. 
To the extent the Transmission Provider determines that the reliability of 
the Transmission System can be maintained by redispatching resources, the 
Transmission Provider will initiate procedures pursuant to the Network 
Operating Agreement to redispatch all Network Resources and the 
Transmission Provider's own resources on a least -cost basis without regard 
to the ownership of such resources. Any redispatch under this section may 
not unduly discriminate between the Transmission Provider's use of the 
Transmission System on behalf of its Native Load Customers and any 
Network Customer's use of the Transmission System to serve its designated 
Network Load. 

33.3 Cost Responsibility for Relieving Transmission Constraints: Whenever the 
Transmission Provider implements least-cost redispatch procedures in 
response to a transmission constraint, the RTOs and the Network 
Customers will bear the costs of such redispatch in accordance with 
Attachment K. 

33.4 Curtailments of Scheduled Deliveries: If a transmission constraint on the 
Transmission Provider's Transmission System cannot be relieved through 
the implementation of least-cost redispatch procedures and the 
Transmission Provider determines that it is necessary to Curtail scheduled 
deliveries, the Parties shall Curtail such schedules in accordance with the 
Network Operating Agreement. 

33.S Allocation of Curtailments: The Transmission Provider shall, on a non
discriminatory basis, Curtail the transaction(s) that effectively relieve the 
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constraint. However, to the extent practicable and consistent with Good 
Utility Practice, any Curtailment will be shared by each RTO and Network 
Customer in proportion to their respective Load Ratio Shares. The 
Transmission Provider shall not direct the Network Customer to Curtail 
schedules to an extent greater than the Transmission Provider would 
Curtail the schedules of an RTO under similar circumstances. 

33.6 Load Shedding: To the extent that a system contingency exists on the 
Transmission Provider's Transmission System and the Transmission 
Provider determines that it is necessary for the Transmission Provider and 
the Network Customer to shed load, the Parties shall shed load in 
accordance with previously established procedures under the Network 
Operating Agreement. 

33.7 System Reliability: Notwithstanding any other provisions of this Tariff, the 
Transmission Provider reserves the right, consistent with Good Utility 
Practice and on a not unduly discriminatory basis, to Curtail Network 
Integration Transmission Service without liability on the Transmission 
Provider's part for the purpose of making necessary adjustments to, 
changes in, or repairs on its lines, substations and facilities, and in cases 
where the continuance of Network Integration Transmission Service would 
endanger persons or property. In the event of any adverse condition(s) or 
disturbance(s) on the Transmission Provider's Transmission System or on 
any other system(s) directly or indirectly interconnected with the 
Transmission Provider's Transmission System, the Transmission Provider, 
consistent with Good Utility Practice, also may Curtail Network Integration 
Transmission Service in order to (i) limit the extent or damage of the 
adverse condition(s) or disturbance(s), (ii) prevent damage to generating or 
transmission facilities, or (iii) expedite restoration of service. The 
Transmission Provider will give the Network Customer as much advance 
notice as is practicable in the event of such Curtailment. Any Curtailment 
of Network Integration Transmission Service will be not unduly 
discriminatory relative to an RTO's use of the Transmission System on 
behalf of its Native Load Customers. The Transmission Provider shall 
specify the rate treatment and all related terms and conditions applicable 
in the event that the Network Customer fails to respond to established 
Load Shedding and CurtaiIment procedures. 

34 Rates and Charges 
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The Network Customer shall pay the Transmission Provider for any Direct 
Assignment Facilities, Ancillary Services, and applicable study costs, consistent with 
Commission policy, along with the following: 

34.1 Monthly Demand Charge: (a) The Network Customer shall pay a monthly 
Demand Charge for the Zone or Zones in which its Network Load is 
located, which shall be determined as follows: 

Where: 

DC = CP x RT 
12 

DC is the monthly demand charge for the Zone 

CP is the hourly load of the Network Customer located within 
the Zone coincident with the monthly peak of the Zone 

RT is the rate for Network Integration Transmission Service from 
Attachment H for the Zone in which the Network Load is 
located, stated in dollars per megawatt per year 

(b) Nothing herein shall entitle any RTO or Network Customer to establish a 
zone that is smaller than or a portion of a Zone set forth in Attachment J. 

34.2 Determination of Network Customer's Monthly Network Load: The 
Network Customer's monthly Network Load is its hourly load (including its 
designated Network Load not physically interconnected with the 
Transmission Provider under Section 31. 3) coincident with the 
Transmission Provider's Monthly Transmission System Peak. 

34.3 Determination of Transmission Provider's Monthly Transmission System 
Load: The Transmission Provider's monthly Transmission System load is 
the Transmission Provider's Monthly Transmission System Peak minus the 
coincident peak usage of all Firm Point-To-Point Transmission Service 
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customers pursuant to Part II of this Tariff plus the Reserved Capacity of 
all Firm Point-To-Point Transmission Service customers. 

34.4 Redispatch Charge: The Network Customer and each RTO shall pay any 
redispatch costs as set forth in Attachment K. 

34.5 Stranded Cost Recovery: Any RTO may seek to recover stranded costs 
from the Network Customer pursuant to this Tariff in accordance with the 
terms, conditions and procedures set forth in FERC Order No. 888. 
However, the RTO must separately file any proposal to recover stranded 
costs under Section 205 of the Federal Power Act. 

35 Operating Arrangements 

35.1 Operation under The Network Operating Agreement: The Network 
Customer shall plan, construct, operate and maintain its facilities in 
accordance with Good Utility Practice and in conformance with the 
Network Operating Agreement. 

35.2 Network Operating Agreement: The terms and conditions under which the 
Network Customer shall operate its facilities and the technical and 
operational matters associated with the implementation of Part III of the 
Tariff shall be specified in the Network Operating Agreement. The 
Network Operating Agreement shall provide for the Parties to (i) operate 
and maintain equipment necessary for integrating the Network Customer 
within the Transmission Provider's Transmission System (including, but not 
limited to, remote terminal units, metering, communications equipment and 
relaying equipment), (ii) transfer data between the Transmission Provider 
and the Network Customer (including, but not limited to, heat rates and 
operational characteristics of Network Resources, generation schedules for 
units outside the Transmission Provider's Transmission System, interchange 
schedules, unit outputs for redispatch required under Section 33, voltage 
schedules, loss factors and other real time data), (iii) use software 
programs required for data links and constraint dispatching, (iv) exchange 
data on forecasted loads and resources necessary for long-term planning, 
and (v) address any other technical and operational considerations required 
for implementation of Part III of the Tariff, including scheduling protocols. 
The Network Operating Agreement will recognize that the Network 
Customer shall either (i) operate as a Control Area under applicable 
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guidelines of the North American Electric Reliability Council (NERC) and 
MAAC, (ii) satisfy its Control Area requirements, including all necessary 
Ancillary Services, by contracting with the Transmission Provider, or (iii) 
satisfy its Control Area requirements, including all necessary Ancillary 
Services, by contracting with another entity, consistent with Good Utility 
Practice, which satisfies NERC and the MAAC requirements. The 
Transmission Provider shall not unreasonably refuse to accept contractual 
arrangements with another entity for Ancillary Services. The Network 
Operating Agreement is included in Attachment G. 

35.3 Network Operating Committee: A Network Operating Committee 
(Committee) shall be established to coordinate operating criteria for the 
Parties' respective responsibilities under the Network Operating 
Agreement. Each Network Customer shall be entitled to have at least one 
representative on the Committee. The Committee shall meet from time to 
time as need requires, but no less than once each calendar year. For 
Network Customers serving load in the PJM Control Area, the Network 
Operating Committee shall be the Management Committee, or a sub
committee thereof, established under the PJM Interconnection Agreement. 
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Scheduling, System Control and Dispatch Service 

This service is required to schedule the movement of power through, out of, 
within, or into a Control Area and to accommodate unscheduled transmission flows that 
affect a Control Area. This service can be provided only by the operator of the Control 
Area in which the transmission facilities used for transmission service are located. 
Scheduling, System Control and Dispatch Service is to be provided directly by the 
Transmission Provider. The Transmission Customer must purchase this service from the 
Transmission Provider. The charges for Scheduling, System Control and Dispatch 
Service are to be based on the cost of operating the Office of the Interconnection. 

The primary function of the Office of the Interconnection is to perform 
Scheduling, System Control and Dispatch Services for the region. The monthly charges 
for operation of the Office of the Interconnection shall be allocated and billed to the 
Transmission Customers in the same proportions that each Transmission Customer's use 
of the Transmission System, on a megawatthour basis, bears to the total of such use in 
the same month. Use of the local control centers of the RTOs is included in their 
transmission revenue requirements, and thus in the base rates for regional transmission 
service. 
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SCHEDULE 2 

Reactive Supply and Voltage Control from 
Generation Sources Service 

In order to maintain transmission voltages on the Transmission Provider's 
transmission facilities within acceptable limits, generation facilities (in the Control Area 
where the Transmission Provider's transmission facilities are located) are operated to 
produce (or absorb) reactive power. Thus, Reactive Supply and Voltage Control from 
Generation Sources Service must be provided for each transaction on the Transmission 
Provider's transmission facilities. The amount of Reactive Supply and Voltage Control 
from Generation Sources Service that must be supplied with respect to the Transmission 
Customer's transaction will be determined based on the reactive power support necessary 
to maintain transmission voltages within limits that are generally accepted in the region 
and consistently adhered to by the Transmission Provider. 

Reactive Supply and Voltage Control from Generation Sources Service is to be 
provided directly by the Transmission Provider. The Transmission Customer must 
purchase this service from the Transmission Provider. 

The charges for such service will be based on the rates set forth below for 
Network Customers in each Zone and a pool-wide rate for Point-To-Point Transmission 
Service: 

Capacity Zone Rate Weighted 
Zone Megawatts ($/kW/Mo.) Contribution 
AE 2,326 0.290 0.0122 
BG&E 6,716 0.147 0.0179 
Delmarva 2,923 0.226 0.0120 
ICPL 4,836 0.279 0.0245 
MetEd 2,300 0.232 0.0097 
Penelec 2,878 0.286 0.0149 
PECO 9,001 0.239 0.0390 
PPL 6,867 0.120 0.0150 
Pepco 6,746 0.210 0.0257 
PSE&G 10,502 0.080 0,0152 

55,095 Pool-Wide Rate: 0,1861 
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Regulation and Frequency Response Service 

Regulation and Frequency Response Service is necessary to provide for the 
continuous balancing of resources (generation and interchange) with load and for 
maintaining scheduled Interconnection frequency at sixty cycles per second (60 Hz). 
Regulation and Frequency Response Service is accomplished by committing on-line 
generation whose output is raised or lowered (predominantly through the use of 
automatic generating control equipment) as necessary to follow the moment-by-moment 
changes in load. The obligation to maintain this balance between resources and load lies 
with the Transmission Provider. The Transmission Provider must offer this service when 
the transmission service is used to serve load within its Control Area. The Transmission 
Customer must either purchase this service from the Transmission Provider or make 
alternative comparable arrangements to satisfy its Regulation and Frequency Response 
Service obligation. The amount of and charges for Regulation and Frequency Response 
Service are set forth below. 

For regulation not satisfied by individual RTOs on behalf of their Native Load 
Customers, Network Customers or other Transmission Customers serving load in the 
PJM Control Area, the Transmission Provider will order the lowest cost alternative for 
regulation in service as needed to meet the PJM Control Area requirements (as set forth 
in the PJM Operating Principles and Standards), as specified below: 

a. Regulation shall be supplied from generators located within the metered electrical 
boundaries of the PJM Control Area. Generators offering regulation, shall 
comply with applicable standards and requirements for regulation capability and 
dispatch specified in the procedures of the Office of the Interconnection. 

b. The Office of the Interconnection shall obtain and maintain an amount of 
regulation equal to the PlM Control Area Regulation objective as specified in its 
procedures. 

c. The regulation range of a unit shall be at least twice the amount of regulation 
assigned. 

d. A unit capable of automatic energy dispatch that is also providing regulation shall 
have its energy dispatch range reduced by twice the amount of the regulation 
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provided. The amount of regulation provided by a unit shall serve to redefine the 
normal minimum generation and normal maximum generation energy limits of 
that unit, in that the amount of regulation shall be added to the unit's normal 
minimum generation energy limit, and subtracted from its normal maximum 
generation energy limit. 

e. Qualified regulation must satisfy the verification tests described in the procedures 
of the Office of the Interconnection. 

f. An RTO, Network Customer or other Transmission Customer may satisfy its 
regulation obligation from its own resources capable of performing regulation 
service, by contractual arrangements with others able to provide regulation service 
on a comparable basis, or by purchases from the regulation market in the PJM 
Control Area. 

g. The Office of the Interconnection shall obtain regulation service from the least
cost alternatives available from either pool-scheduled or self-scheduled resources 
as needed to meet PJM Control Area requirements not otherwise satisfied by an 
RTO, Network Customer or other Transmission Customer. 

h. The Office of the Interconnection shall dispatch resources for regulation by 
sending regulation signals and instructions to resources from which regulation 
service has been offered, in accordance with the procedures of the Office of the 
Interconnection. Those resources shall comply with regulation dispatch signals 
and instructions transmitted by the Office of the Interconnection and, in the event 
of conflict, regulation dispatch signals and instructions shall take precedence over 
energy dispatch signals and instructions. Those providing regulation shall exert all 
reasonable efforts to operate, or ensure the operation of, their resources supplying 
load in the PJM Control Area as close to desired output levels as practical, 
consistent with Good Utility Practice. 

i. Each RTO on behalf of its Native Load Customers, Network Customer or other 
Transmission Customer serving load within the PJM Control Area shall have an 
hourly regulation objective equal to its pro rata share of the PIM Control Area 
regulation requirements for the hour, based on the entity's total load in the PJM 
Control Area for the hour. 

j. An entity supplying regulation at the direction of the Office of the Interconnection 
in excess of its hourly regulation obligation shall be credited for each increment of 
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k. 

such regulation at the price in that hour for the regulation class (which, for 
purposes of this schedule shall mean a subset of the generation units capable of 
providing regulation to the PIM Control Area determined by a range of costs for 
providing regulation as specified by the Office of the Interconnection under its 
procedures) from which the regulation was supplied, as determined by the Office 
of the Interconnection in accordance with its procedures. An RTO, Network 
Customer or other Transmission Customer that does not meet its hourly 
regulation obligation shall be charged for regulation dispatched by the Office of 
the Interconnection to meet such obligation at the average price paid by the 
Office of the Interconnection for regulation. 

Each supplier of regulation that is also an RTO obtaining regulation on behalf of 
its Native Load Customers, a Network Customer or other Transmission Customer 
serving load within the PIM Control Area shall have an hourly regulation 
objective as specified in paragraph i, and shall be credited or charged in 
connection therewith as specified in paragraph j. All others supplying Regulation 
at the direction of the Office of the Interconnection shall be credited for each 
increment of such regulation at the price in that hour for the regulation class from 
which the regulation was supplied, as determined by the Office of the 
Interconnection in accordance with its procedures. 
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Energy Imbalance Service 

Energy Imbalance Service is provided when a difference occurs between the 
scheduled and the actual delivery of energy to a load located within a Control Area over 
a single hour. The Transmission Provider must offer this service when the transmission 
service is used to serve load within its Control Area. Each RTO and Network Customer 
must purchase Energy Imbalance Service through the Transmission Provider. For 
purposes of Energy Imbalance Services, if a Point of Delivery serves more than one 
RTO or Network Customer, the Energy Imbalance Service and any associated charges 
will be computed for the Point of Delivery and the allocation of the service and 
associated charges shall be the responsibility of the meter operator of that Point of 
Delivery. 

For each RTO and Network Customer, Energy Imbalance Service is considered 
to be PIM interchange and will be charged at the hourly PJM interchange rate. 

For each Transmission Customer receiving service under Part II of this Tariff, 
the Transmission Provider shall establish a deviation band of +/- 1.5 percent (with a 
minimum of 1 MW) of the scheduled transaction to be applied hourly to any energy 
intbalance that occurs as a result of the Transmission Customer's scheduled 
transaction(s). Parties should attempt to elintinate energy intbalances within the limits of 
the deviation band within thirty (30) days or within such other reasonable period of time 
as is generally accepted in the region and consistently adhered to by the Transmission 
Provider. If an energy intbalance is not corrected within thirty (30) days or a reasonable 
period of time that is generally accepted in the region and consistently adhered to by the 
Transmission Provider, the Transmission Customer will compensate the Transmission 
Provider for such service. Energy imbalances outside the deviation band will be subject 
to charges set forth below. 

Energy intbalance will be recorded in whole MWh, and will be tracked separately 
for on-peak and off-peak hours, as specified for operations. For on-peak (off-peak) 
hours when the energy imbalance is within the +/- 1.5% deviation band, the 
Transmission Customer can choose to make in-kind payment during later on-peak 
(off-peak) hours as specified above, or settle in cash. Cash payments owed to the 
Transmission Provider will be charged at 120% of the Transmission Provider's on-peak 
(off-peak) billing rate. Cash payments to the Transmission Customer will be made at 
80% of the Transmission Provider's on-peak (off-peak) billing rate. For hours when the 
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energy imbalance exceeds the +/- 1.5% deviation band, compensation will be in cash. 
Cash payments owed to the Transmission Provider will be charged at the higher of 150% 
of the Transmission Provider's billing rate for that hour or $100 per MWh. Cash 
payments to the Customer will be made at 70% of the Transmission Provider's on-peak 
(off-peak) billing rate. 

Payments made for energy imbalance service shall be credited as follows: 
Payments in excess of the hourly market clearing price (made when a Transmission 
Customer does not provide enough generation to meet its control area to control area 
schedule) shall be allocated on a pro rata basis among the suppliers that provided energy 
to the residual energy marketplace during that hour. The difference between the hourly 
market clearing price and payments below the hourly market clearing price (when a 
Transmission Customer provides more generation than is needed to meet its control area 
to control area schedule) shall be allocated on a pro rata basis among the load serving 
entities that purchased energy from the residual energy marketplace during that hour. 
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Operating Reserve - Spinning Reserve Service 

Spinning Reserve Service is needed to serve load immediately in the event of a 
system contingency. Spinning Reserve Service may be provided by generating units that 
are on-line and loaded at less than maximum output. The Transmission Provider must 
offer this service when the transmission service is used to serve load within its Control 
Area. Each RTO and Network Customer must purchase this service from the 
Transmission Provider. The amount of and charges for Spinning Reserve Service ,as 
defined in accordance with NERC operating policies, will be accounted and paid for as 
part of the Operating Reserves as set forth in Attachment K. 
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Operating Reserve - Supplemental Reserve Service 

Supplemental Reserve Service is needed to serve load in the event of a system 
contingency; however, it is not available immediately to serve load but rather within a 
short period of time. Supplemental Reserve Service may be provided by generating units 
that are on-line but unloaded, by quick-start generation or by interruptible load. The 
Transmission Provider must offer this service when the transmission service is used to 
serve load within its Control Area. Each RTO and Network Customer must purchase 
this service from the Transmission Provider. The amount of Supplemental Reserve 
Service is accounted and paid for as set forth in Attachment K. 
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Long-Term Firm and Short-Term Firm Point-To-Point 
Transmission Service 

1) The Transmission Customer shall pay each month for Reserved Capacity at 
the sum of the applicable charges set forth below for the Point of Delivery: 

Point of Delivery 

Border of PJM 
Control Area 

AE Zone 

BG&E Zone 

Delmarva Zone 

JCPL Zone 

MetEd Zone 

Penelec Zone 

PECO Zone 

PPL Zone 

Pepco Zone 

PSE&G Zone 

Summary of Charges 
(in $/kW) 

Yearly Monthly 
Charge Charge 

22.382 1.865 

21.319 1.777 

17.029 1.419 

22.996 1.916 

29.569 2.464 

13.425 1.119 

11.015 0.918 

26.743 2.229 

25.779 2.148 

21.091 1.758 

23.531 1.961 

Weekly Daily 
Charge Charge 

0.4304 0.0861 

0.4100 0.0820 

0.3275 0.0655 

0.4422 0.0884 

0.5686 0.1137 

0.2582 0.0516 

0.2118 0.0424 

0.5143 0.1029 

0.4958 0.0992 

0.4056 0.0811 

0.4525 0.0905 

2) The total demand charge in any week, pursuant to a reservation for Daily 
delivery, shall not exceed the rate specified in section (1) above for weekly service times 
the highest amount in kilowatts of Reserved Capacity in any day during such week. 
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3) Discounts: If the Transmission Provider offers or attributes a rate discount to an 
RTO or an affiliate of an RTO, the Transmission Provider must offer at the same time 
the same discounted Firm Point-To-Point Transmission Service rate to all Eligible 
Customers on the same path and on all unconstrained transmission paths. Information 
regarding any firm transmission discounts must be posted on the OASIS pursuant to Part 
37 of the Commission's regulations. In addition, discounts to non-affiliates of RTOs 
must be offered in a not unduly discriminatory manner. 

4) Congestion and Losses: In addition to any payment under this Schedule, the 
Transmission Customer shall pay Redispatch Costs as specified in Section 27 of the 
Tariff. The Transmission Customer shall be responsible for losses as specified in the 
Tariff. 

5) Other Supporting Facilities and Taxes: In addition to the rates set forth in 
section (1) of this schedule, the Transmission Customer shall pay charges determined on 
a case-by-case basis for facilities necessary to provide Transmission Service at voltages 
lower than those shown in Attachment H for the applicable Zone(s) and any amounts 
necessary to reimburse the Transmission Provider for any amounts payable as sales, 
excise, "Btu," carbon, value-added or similar taxes (other than taxes based upon or 
measured by net income) with respect to the amounts payable pursuant to the Tariff. 
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Non-Firm Point-To-Point Transmission Service 

1) The Transmission Customer shall pay for Non-Firm Point-To-Point Transmission 
Service up to the sum of the applicable charges set forth below for the Point of Delivery: 

Summary of Charges 

Point of Delivery Monthly Weekly Daily Hourly 
Charge Charge Charge Charge 
($/kW) ($/kW) ($/kW) ($/MWh) 

Border of PJM 1.865 0.4304 0.0861 5.38 
Control Area 

AE Zone 1.777 0.4100 0.0820 5.12 

BG&E Zone 1.419 0.3275 0.0655 4.09 

Delmarva Zone 1.916 0.4422 0.0884 5.53 

JCPL Zone 2.464 0.5686 0.1137 7.11 

MetEd Zone 1.119 0.2582 0.0516 3.23 

Penelec Zone 0.918 0.2118 0.0424 2.65 

PECO Zone 2.229 0.5143 0.1029 6.43 

PPL Zone 2.148 0.4958 0.0992 6.20 

Pepco Zone 1.758 0.4056 0.0811 5.07 

PSE&G Zone 1.961 0.4525 0.0905 5.66 

2) The total demand charge in any week, pursuant to a reservation for Daily 
delivery, shall not exceed the rate specified in section (1) above for weekly service times 
the highest amount in kilowatts of Reserved Capacity in any day during such week. 
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3) Hourly delivery: The basic charge shall be that agreed upon by the Parties at the 
time this service is reserved and in no event shall exceed the amounts set forth above for 
a Point of Delivery . 

The total demand charge in any day, pursuant to a reservation for Hourly 
delivery, shall not exceed the rate specified in section (I) above for daily service times 
the highest amount in kilowatts of Reserved Capacity in any hour during such day. In 
addition, the total demand charge in any week, pursuant to a reservation for Hourly or 
Daily delivery, shall not exceed the rate specified in section (1) above for weekly service 
times the highest amount in kilowatts of Reserved Capacity in any hour during such 
week. 

4) Discounts: If the Transmission Provider offers or attributes a discounted 
transmission rate to an RTO or to an affiliate of an RTO, the Transmission Provider 
must offer at the same time the same discounted Non-Firm Point-To-Point Transmission 
Service rate to all Eligible Customers on the same path and on all unconstrained 
transmission paths. Information regarding any non-firm transmission discounts must be 
posted on the OASIS pursuant to Part 37 of the Commission's regulations. In addition, 
discounts to non-affiliates must be offered in a not unduly discriminatory manner. 

5) Congestion and Losses: A Transmission Customer desiring Non-Firm 
Point-to-Point Transmission Service may elect to pay transmission congestion charges. If 
the Transmission Customer so elects, it shall pay the higher of any applicable Redispatch 
Cost as calculated pursuant to Attachment K or the applicable rate under section (1) 
above. The Transmission Customer shall be responsible for losses as specified in the 
Tariff. 

6) Other Supporting Facilities and Taxes: In addition to the charges set forth in section 
(1) of this schedule, the Transmission Customer shall pay charges determined on a case
by-case basis for facilities necessary to provide Transmission Service at voltages lower 
than those shown in Attachment H for the applicable Zone(s) and any amounts 
necessary to reimburse the Transmission Provider for any amounts payable as sales, 
excise, "Btu," carbon, value-added or similar taxes (other than taxes based upon or 
measured by net income) with respect to the amounts payable pursuant to the Tariff. 
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Form of Service Agreement For 
Firm Point-To-Point Transmission Service 

1.0 This Service Agreement, dated as of , is entered into, by and 
between the Office of the Interconnection, as agent on behalf of the Transmission 
Provider within the PJM Control Area, and ("Transmission 
Customer"). 

2.0 The Transmission Customer has been determined by the Office of the 
Interconnection to have a Completed Application for Firm Point-To-Point 
Transmission Service under the Tariff. 

3.0 The Transmission Customer has provided to the Office of the Interconnection an 
Application deposit in the amount of $ , in accordance with the 
provisions of Section 17.3 of the Tariff. 

4.0 Service under this agreement shall commence on the later of (I) 
-:--:----:::---:c:-:-:--" or (2) the date on which construction of any Direct 
Assignment Facilities and/or Network Upgrades are completed, or (3) such other 
date as it is permitted to become effective by the Commission. Service under this 
agreement shall terminate on ________ _ 

5.0 The Office of the Interconnection agrees to provide, on behalf of the 
Transmission Provider within the PJM Control Area, and the Transmission 
Customer agrees to take and pay for Firm Point-To-Point Transmission Service in 
accordance with the provisions of Part II of the Tariff and this Service Agreement. 
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6.0 Any notice or request made to or by either the Office of the Interconnection or 
the Transmission Customer regarding this Service Agreement shall be made to 
the representatives as indicated below. 

Office of the Interconnection 

PJM Interconnection Association 
955 Jefferson Avenue 
Valley Forge Corporate Center 
Norristown, PA 19403-2497 

Transmission Customer: 

7.0 The Tariff is incorporated herein and made a part hereof. 

IN WITNESS WHEREOF, the Office of the Interconnection and Transmission Customer 
have caused this Service Agreement to be executed by their respective authorized officials. 

Office of the Interconnection: 

By: 
~N7am--e------------- -T=l~·d~e-------- Date 

Transmission Customer: 

By:~ _________ _ 
Name Tide Date 
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I, , certify that I am a duly authorized officer of 
_______________ (Transmission Customer) and that 
_-:---::-:--=---::_-:-_____ - __ :-- (Transmission Customer) will not request service 
under this Service Agreement to assist an Eligible Customer to avoid the reciprocity 
provision of this Open-Access Transmission Tariff. 

(Name) 

(Title) 

Subscribed and sworn before me this __ day of ______ ' ___ _ 

(Notary Public) 

My Commission expires: ________ _ 
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Specifications For Firm Point-To-Point 
Transmission Service 

1.0 Term of Transaction: 

Start Drue: ________________________________ ___ 

Termination Date: _____________________________ ___ 

2.0 Description of capacity and energy to be transmitted including the electric Control 
Area in which the transaction originates. 

3.0 Point(s) of Receipt: ____________________________ _ 

Delivering Party: ________________________________ _ 

4.0 Point(s) of DeJivery: __________________________ _ 

Receiving Party: ______________________________ __ 

5.0 Maximum amount of capacity and energy to be transmitted (Reserved Transmission 
Capability) : ______________ _ 

6.0 Designation of party( ies) subject to reciprocal service 
obligation: _____________________________________ _ 

7.0 Name(s) of any Intervening Systems providing transmission 
service: --------------------------------------
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8.0 Service under this 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 Transmission Charge: ____________ _ 

8.2 System Impact and/or Facilities Study Charge(s): 

8.3 Direct Assignment Facilities Charge: _____ _ 

8.4 Ancillary Services Charges: ________ _ 

8.5 Other Supporting Facilities Charge: 
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ATTACHMENT B 

Form of Service Agreement For Non-Firm Point-To-Point 
Transmission Service 

1.0 This Service Agreement, dated as of , is entered into, by and 
between the Office of the Interconnection, as agent for the Transmission 
Provider within the PJM Control Area, and (Transmission 
Customer). 

2.0 The Transmission Customer has been determined by the Office of the 
Interconnection to be a Transmission Customer under Part II of the Tariff 
and has filed a Completed Application for Non-Firm Point-To-Point 
Transmission Service in accordance with Section 18.2 of the Tariff. 

3.0 Service under this Agreement shall be provided upon request by an 
authorized representative of the Transmission Customer. 

4.0 The Transmission Customer agrees to supply information the Office of the 
Interconnection deems reasonably necessary in accordance with Good Utility 
Practice in order for it to provide the requested service. 

5.0 The Office of the Interconnection agrees to provide, on behalf of the 
Transmission Providers within the PJM Control Area, and the Transmission 
Customer agrees to take and pay for Non-Firm Point-To-Point Transmission 
Service in accordance with the provisions of Part II of the Tariff and this 
Service Agreement. 

6.0 Any notice or request made to or by either the Office of the Interconnection 
or the Transmission Customers regarding this Service Agreement shall be 
made to the representative as indicated below. 
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7.0 The Tariff is incorporated herein and made a part hereof. 
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IN WITNESS WHEREOF, the Office of the Interconnection and the Transmission 
Customer have caused this Service Agreement to be executed by their respective 
authorized officials. 

Office of the Interconnection: 

By: 
Name Title Date 

Transmission Customer: 

By: 
Name Title Date 
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I. • certify that I am a duly authorized officer 
of (Transmission Customer) and that 
_--:-__ ;----:;--:--;:;-----;-_--;-__ ----:----:_ (Transmission Customer) will not request 
service under this Service Agreement to assist an Eligible Customer to avoid the 
reciprocity provision of this Open-Access Transmission Tariff. 

(Name) 

(Title) 

Subscribed and sworn before me this __ day of _________ _ 

(Notary Public) 

My Commission expires: ________ _ 
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ATTACHMENT C 

Methodology To Assess Available Transfer Capability 

The Transmission Provider will assess available transfer capability (ATC). 
The Transmission Provider will post firm and non-firm ATC projections on the 
OASIS for interfaces between the PJM Control Area and neighboring Control Areas, 
and other path locations of significant commercial interest will be added as 
appropriate. 

ATC of a particular path is an approximate indication of the anticipated 
transmission transfer capability remaining on the transmission network that could be 
scheduled for further commercial activity relative to the designated path under the 
conditions studied. Specific study of conditions, including source and sink of 
generation and load, is required before firm transmission service commitments can 
be made. 

Transfer capability of the transmission network is limited by physical and 
electrical characteristics of the system including thermal equipment loading, voltage, 
and stability considerations. Transfer capability is evaluated based on base system 
loading and an assessment of critical contingencies on the transmission system. The 
critical contingencies will be defined as appropriate using guidelines set forth in the 
PJM Manuals. The Transmission Provider's calculation of transfer capability will be 
consistent with the principles in the NERC document "Available Transfer Capability 
Definitions and Determination." These calculations will be performed through a 
combination of planning and operational analyses, employing both Energy 
Management System real-time functionality and off-line analytical tools as 
appropriate. Firm and non-firm ATC will be determined consistent with NERC 
discussion of Recallable and Non-recallable A TC, taking into account the 
transmission reliability margin and capacity benefit margin in order to preserve the 
emergency capability of the PIM Control Area to serve load serving entities. Firm 
A TC on any path will be limited to assure that emergency import capability will be 
available to network service holders when needed through the reservation of capacity 
benefit margin, as discussed by NERC, equivalent to a firm transmission service 
reservation for delivery from systems outside of the PJM Control Area to serve the 
load serving entities within the PIM Control Area. 
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Determination of ATC will require, in all cases, that base system conditions 
be identified and modeled for the period being analyzed. These conditions will 
include projected customer demand, anticipated generation availability, anticipated 
transmission system facility availability, expected energy transactions for the PJM 
Control Area, and information about neighboring regions that affect the transfer 
capability of the PJM Control Area. For daily and hourly calculations, these 
conditions will be based on the Transmission Provider's operational assessments of 
load trends, unit commitment profiles, maintenance schedules and transaction 
schedules. Monthly and longer term calculations will be based on planning loads, 
expected maintenance schedules, typical generation patterns, and known transaction 
reservations. 
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Methodology for Completing a System Impact Study 

The Transmission Provider will notify applicants for transmission service of the 
need to conduct a System Impact Study whenever the Transmission Provider 
determines that available transmission capability may not be sufficient to provide the 
requested firm service(s). The purpose of the impact study will be to determine the 
effect the requested service(s) will have on system operations, identify any system 
constraints, redispatch options and whether system expansion will be required to 
provide the requested service( s). 

The Commission's comparability standard will be applied in evaluating the 
impact of all requests. Specifically, the Transmission Provider will use the same due 
diligence in completing System Impact Studies for any Eligible Customers that it uses 
when completing studies for any RTO that requests service from the Transmission 
Provider. 

Requests for long-term firm transmission service will be evaluated, to the 
extent possible, as a part of the on-going planning process for Bulk Transmission 
Supply in the PJM Control Area. Appropriate planning studies will be conducted 
annually to assess the capability of the PJM Control Area Transmission System to 
deliver the planned Network Resources to the Forecasted Network Loads of the 
existing load serving entities and any prior committed Firm Point-to-Point Service 
transmission customers. The loads and resources of Eligible Customers requesting 
new or additional service during the normal planning cycle will be incorporated into 
this aggregate planning process along with the loads and resources of all other Firm 
Point-to-Point and load serving entities for which prior commitments to provide 
service have been made. Requests for long-term firm service made at times that will 
not permit the evaluation of impacts as part of the normal planning process, and 
requests for short-term firm service, will require that special impact studies be 
completed. 

The Transmission Provider plans and evaluates the PJM Control Area 
Transmission System in strict compliance with the following: 
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1. North American Electric Reliability Council (NERC) Reliability 
Principles and Guides 

2. Principles and Standards for Planning the Bulk Electric Systems of the 
Mid-Atlantic Area Council (MAAC) Region 

3. Transmission planning criteria, methods and procedures described III 

the "FERC Form No. 715 - Annual Transmission Planning and 
Evaluation Report" for the MAAC Region. 

In evaluating the impact of any request for new or additional service(s), the 
Transmission Provider will first determine the capability of the system to reliably 
provide prior committed Network and Point-to-Point service for the term of the 
requested new or additional service(s), or the normal planning horizon (generally 10 
years), whichever is shorter. Requests for new or additional service(s) will then be 
incorporated into the system representation data and the appropriate system analyses 
will be completed to evaluate the impacts of the requested services. 
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Index of Point-To-Point Transmission Service Customers 

Date of 
Customer Service Agreement 
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ATTACHMENT F 

Service Agreement For 
Network Integration Transmission Service 

1. 0 This Service Agreement, dated as of , is entered into, by and 
between the Office of the Interconnection, as agent on behalf of the 
Transmission Provider within the PJM Control Area and ____ _ 
("Transmission Customer"). 

2.0 The Transmission Customer has been determined by the Office of the 
Interconnection to have a valid request for Network Transmission Service 
under the Tariff and to have satisfied the conditions for service imposed by the 
Tariff. 

3.0 The Transmission Customer has provided to the Office of the Interconnection 
an Application deposit in the amount of $ , which will be applied to 
charges for service under this Agreement in accordance with the provisions of 
Section 29.2 of the Tariff. 

4.0 Service under this agreement shall commence on the later of: (I) --:--:-_ 
=-....,,-,...,-_-,' or (2) the date on which construction of any Direct Assignment 
Facilities and/or Network Upgrades are completed, or (3) such other date as 
it is permitted to become effective by the Commission. Service under this 
agreement shall terminate on ________ _ 

5.0 The Office of the Interconnection agrees to provide, on behalf of the 
Transmission Provider within the PJM Control Area, and the Transmission 
Customer agrees to take and pay for Network Transmission Service in accor
dance with the provisions of the Tariff, including the Network Operating 
Agreement (which is incorporated herein by reference), and this Service 
Agreement as they may be amended from time to time. 

6.0 Any notice or request made to or by either Party regarding this Service 
Agreement shall be made to the representative of the other Party as indicated 
below. 
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Office of the Interconnection: 

PJM Interconnection Association 
955 Jefferson Avenue 
Valley Forge Corporate Center 
Norristown, PA 19403-2497 

Transmission Customer: 

Open Access Transmission Tariff 
Original Sheet No. 99 

7.0 The Tariff for Network Integration Transmission Service is incorporated 
herein and made a part hereof. 
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IN WITNESS WHEREOF, the Office of the Interconnection and Transmission 
Customer have caused this Service Agreement to be executed by their respective authorized 
officials. 

Office of the Interconnection: 

By:-:-:-_______ _ 
Name Title Date 

Transmission Customer: 

By:-:-:-______ _ 
Name Title Date 
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I, , certify that I am a duly authorized officer of 
_______________ (Transmission Customer) and that 
_.,--;-:--;:--;_--;-__ ----,----,_----:--:-- (Transmission Customer) will not request service 
under this Service Agreement to assist an Eligible Customer to avoid the reciprocity 
provision of this Open-Access Transmission Tariff. 

(Name) 

(Title) 

Subscribed and sworn before me this __ day of _________ _ 

(Notary Public) 

My Commission expires: ________ _ 
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SPECIFICATIONS FOR 
NETWORK INTEGRATION TRANSMISSION SERVICE 

1.0 Term of Transaction: 

Start D~e: __________________________________ __ 

Termination Date: ________________ _ 

2.0 Description of capacity and/or energy to be transmitted within the PJM Control Area 
(including electric control area in which the transaction originates). 

3.0 Network Resources: ______________ _ 

4.0 Network Load: _________________________ _ 

5.0 Maximum amount of capacity and/or energy to be transmitted (Contract Demand): 

6.0 Designation of party subject to reciprocal service 
obligation:. ___________________________________ __ 

Revised: June 2, 1997 
Effective: 



PJM Regional Transmission Owners Open Access Transmission Tariff 
Original Sheet No. 103 

7.0 Name(s) of any Intervening Systems providing transmission 
service: ____________________ _ 

8.0 Service under this 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: ______ _ 

8.2 Facilities Study Charge: _________ _ 

8.3 Direct Assigmnent Facilities Charge: _____ _ 

8.4 Ancillary Services Charge: _________ _ 

8.5 Other Supporting Facilities Charge: 
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ATTACHMENT G 

Network Operating Agreement 

The Operating Agreement of the PJM Interconnection, L.L.C.,as amended from time to 
time, shall constitute the Network Operating Agreement for Network Customers serving load 
in the PJM Control Area. For other Network Customers, a Network Operating Agreement 
shall be negotiated, which shall address: (a) Control Area requirements, (b) redispatch 
procedures, (c) metering, (d) Control Area and data equipment, (e) operating requirements, 
(f) operating information requirements, (g) network planning, (h) the character of the service 
to be provided, (i) the transfer of power and energy through other systems, and (j) such other 
matters as the parties deem appropriate. 
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ATTACHMENT H-l 

Annual Transmission Rates -- Atlantic City Electric Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $34,344,987 and the rate for Network 
Integration Transmission Service is $21,319 per megawatt per year, which reflects the 
facilities within the Zone of 138 kV and higher voltage. Service utilizing facilities at 
voltages below 138 kV will be provided at rates determined on a case-by-case 
basis. 11 

2. The revenue requirement in (1) shall be effective until amended by the Regional 
Transmission Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, a Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 

llIn addition to the rate set forth in section 1 of this attachment, a Network Customer 
requiring the use of Atlantic Electric's lower voltage facilities (facilities below 138 kV) to 
effect the delivery of power and energy under this Tariff shall be assessed an additional 
charge to reflect the use of Atlantic Electric's lower voltage facilities. Customers subject 
to this charge include Vineland Municipal Electric Utility. Vineland's lower-VOltage 
charge shall be a phased-in rate capped at $lO,OOO/MW-year and will be specified in the 
service agreement for Vineland. The charge for other Network Customers will be 
included in their service agreements. 
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ATTACHMENT H-2 

Annual Transmission Rates -- Baltimore Gas and Electric Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement rate is $84,124,139 and the rate for 
Network Integration Transmission Service is $17,029 per megawatt per year, which 
reflects the facilities recorded in FERC Form I, page 207.53 as transmission. Service 
utilizing other facilities will be provided at rates determined on a case-by-case basis. 

2. The revenue requirement in (1) shall be effective until amended by the Regional 
Transmission Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 
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ATTACHMENT B-3 

Annual Transmission Rates -- Delmarva Power & Light Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $46,842,773 and the rate for Network 
Integration Transmission Service is $22,996 per megawatt per year ,'},/ which reflects 
the facilities within the Zone of 69 kV and higher voltage. Service utilizing facilities 
at voltages below 69 kV will be provided at rates determined on a case-by-case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 

~/The annual transmission revenue requirement of $46,842,773 is an adjusted revenue 
requirement based on an annual revenue requirement of $53,609,231 less annual 
revenues of $2,512,264 from the LDV Agreement, $440583 from DMEC Wheeling, 
$3,551,402 from ODEC Wheeling, and $262,209 from interruptible demand. 
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ATTACHMENT H-4 

Annual Transmission Rates -- Jersey Central Power & Light Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $98,762,045 and the rate for Network 
Integration Transmission Service is $29,569 per megawatt per year, which reflects the 
facilities within the Zone of 34.5 kV delta and higher voltage. Service utilizing 
facilities at voltages below 34.5 kV delta will be provided at rates determined on a 
case-by-case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 
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ATTACHMENT H-S 

Annual Transmission Rates -- Metropolitan Edison Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $25,211,390and the rate for Network 
Integration Transmission Service is $13,425 per megawatt per year, which reflects the 
facilities within the Zone of 34.5 kV delta and higher voltage. Service utilizing 
facilities at voltages below 34.5 kV delta will be provided at rates determined on a 
case-by-case basis. 

2. The rate in (I) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section I of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 
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ATIACHMENT H-6 

Annual Transmission Rates -- Pennsylvania Electric Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $25,532,586and the rate for Network 
Integration Transmission Service is $11,015 per megawatt per year, which reflects the 
facilities within the Zone of 46 kV and higher voltage. Service utilizing facilities at 
voltages below 46 kV will be provided at rates determined on a case-by-case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Transmission Owners for any amounts payable by them as 
sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes based upon 
or measured by net income) with respect to the amounts payable pursuant to the 
Tariff. 
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ATIACHMENT H-7 

Annual Transmission Rates -- PECO Energy Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $154,469,000 and the rate for 
Network Integration Transmission Service is $26,743 per megawatt per year, which 
reflects the facilities recorded in FERC Form I, as transmission for PECO Energy 
Company and its subsidiaries. Service utilizing other facilities will be provided at 
rates determined on a case-by-case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 
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ATIACHMENT H-S 

Annual Transmission Rates -- Pennsylvania Power & Light Company Group 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $144,774,000 and the rate for 
Network Integration Transmission Service is $25,779 per megawatt per year, which 
reflects the facilities within the Zone of 69 kV and higher voltage. Service utilizing 
facilities at voltages below 69 kV will be provided at rates determined on a case-by
case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section I of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu,» carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 
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ATTACHMENT H-9 

Annual Transmission Rates -- Potomac Electric Power Company 
for Network Integration Transmission Service 

1. The annual transmIssIon revenue requirement is $95,880,433 and the rate for Network 
Integration Transmission Service is $21,091 per megawatt per year, which reflects the 
facilities within the Zone of 115 kV and higher voltage. Service utilizing facilities at 
voltages below 115 kV will be provided at rates determined on a case-by-case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 
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ATTACHMENT H-IO 

Annual Transmission Rates -- Public Service Electric and Gas Company 
for Network Integration Transmission Service 

1. The annual transmISSIOn revenue requirement is $157,587,365 and the rate for 
Network Integration Transmission Service is $23,531 per megawatt per year, which 
reflects the facilities within the Zone of 138 kV and higher voltage. Service utilizing 
facilities at voltages below 138 kV will be provided at rates determined on a case-by
case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 
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Index of Network Integration Transmission Service Customers 

Date of 
Customer Service Agreement 
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PJM Control Area Transmission Zones 
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ATTACHMENT K 

Transmission Congestion Charges and Credits 

Preface. This Attachment specifies the manner in which all Transmission Customers, 
Network Customers, and Regional Transmission Owners using the Transmission System to 
serve their Native Load Customers (all of the foregoing being referred to as "Transmission 
Users"), will be charged for the costs of congestion on the Transmission System (as set forth 
in section A) and will, in connection with the purchase of firm service, share in the allocation 
of revenues received as Transmission Congestion Charges (as set forth in section B). The 
provisions of this Attachment will apply to all Transmission Users, whether they are using the 
Transmission System for delivery of their own resources to load, for bilateral transactions, or 
to purchase or sell energy in the PJM Interchange Energy Market. In addition, the 
appendices to this Attachment incorporate into the Tariff for ease of reference the provisions 
of Schedule 1 of the Operating Agreement ("Schedule 1 H). Capitalized terms used in this 
Attachment which are not defined in the Tariff or in the Attachment, but which are defined 
in Schedule 1 shall have the meanings set forth in Schedule 1. 

A. Transmission Congestion Charges 

1. General. Every Transmission User will be charged for the costs of congestion on 
the Transmission System on the basis of the difference between the Locational Marginal 
Price at the location or locations on the Transmission System where the Transmission User 
supplies energy for transmission and the location or locations where the Transmission User 
withdraws energy from the Transmission System. To implement these charges, the Office of 
the Interconnection will calculate credits for every Transmission User based on the 
Locational Marginal Price at the location or locations at which the Transmission System 
receives energy from the Transmission User, calculated in accordance with section A(2) of 
this Attachment, and will calculate debits based on the Locational Marginal Price at the 
location or locations to which the Transmission User uses the Transmission System to deliver 
energy, calculated in accordance with section A(3) of this Attachment. The difference, if 
any, between these credits and debits, less the Transmission User's net payments for 
purchases and sales in the PJM Interchange Energy Market, represents the Transmission 
Congestion Charges bome by the Transmission User. No additional Transmission 
Congestion Charges shall be assessed with respect to the Transmission User's sale or 
purchase of energy on the PJM Interchange Energy Market, because the price for the sale or 
purchase of such energy already reflects any differences between Locational Marginal Prices 
associated with the transaction. 
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2. Credits to Transmission Users. 

(a) For each hour during the day, each Transmission User shall be credited with the 
sum of the amounts determined in accordance with the following formula for each of the 
busses at which the Transmission User causes the Transmission System to receive electric 
energy: 

where 

Credit for Each Bus = Generation * Hourly LMP 

Generation = 

Hourly 
LMP = 

LMP = 

The energy supplied by the Transmission User at the bus during 
the hour, measured in whole megawatts, as determined (i) in the 
case of a bus within the PJM Control Area, by the Office of the 
Interconnection utilizing the State Estimator model described in 
Section 2 of Schedule I, and (ii) in the case of a bus at the 
border of the PJM Control Area, by the Transmission User's 
transaction request. 

the integrated hourly Locational Marginal Price (LMP) at the 
bus, calculated by the Office of the Interconnection based on five 
minute values; and 

the cost to serve the next increment of load at the bus at the 
lowest possible price consistent with the preservation of reliability 
and transmission system conditions, determined as described in 
Section 2 of Schedule 1. 

(b) Credits shall be calculated in accordance with paragraph (a) for each generation 
bus in the PJM Control Area and for each bus representing an interconnection between the 
PJM Control Area and an adjacent control area. The total of the amounts determined in 
accordance with paragraph (a) for all of the locations at which a Transmission User supplies 
energy for receipt by the Transmission System shall be summed for that Transmission User. 

3. Debits to Transmission Users. 

(a) For each hour during the day, each Transmission User shall be debited the sum of 
the amounts determined in accordance with the following formula for each of the busses to 
which the Transmission System delivers electric energy for the Transmission User: 
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Debit for Each Bus = (Load + Losses) * Hourly LMP 

where 

Load = 

Losses = 

Hourly 
LMP = 

LMP = 

the load at the bus during the hour, measured in whole megawatts, 
determined: (i) in the case of a bus within the PJM Control Area, by the 
Office of the Interconnection utilizing the State Estimator model 
described in Section 2 of Schedule I and the portion of such load at the 
bus attributable to the Transmission User; or (ii) in the case of a bus at 
the border of the PJM Control Area, by the Transmission User's 
transaction request; 

An allocated share of transmission losses experienced in the PJM 
Control Area, as determined by the Office of the Interconnection in 
accordance with the Tariff; 

The integrated hourly Locational Marginal Price (LMP) at the bus, 
calculated by the Office of the Interconnection based on five minute 
values; and 

The cost to serve the next increment of load at the bus at the lowest 
possible price consistent with the preservation of reliability and 
transmission system conditions, determined as described in Section 2 of 
Schedule I. 

(b) Debits shall be calculated in accordance with paragraph (a) for each load bus in 
the PJM Control Area and for each bus representing an interconnection between the PJM 
Control Area and an adjacent control area. The total of the amounts determined in 
accordance with paragraph (a) for all of the locations at which a Transmission User receives 
energy delivered by the Transmission System shall be summed for that Transmission User. 

4. Offset of Credits and Debits to a Transmission User. 

The Office of the Interconnection shall take into account both amounts credited to a 
Transmission User in accordance with Section A(2) of this Attachment and amounts debited 
to a Transmission User in accordance with Section A(3) of this Attachment, and shall 
exclude the Transmission User's transactions on the PJM Interchange Energy Market, in 
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issuing a statement, invoice, or payment for the net amount owed to or by that Transmission 
User for Transmission Congestion Charges for any period. 

B. Transmission Congestion Credits. 

1. General. 

Each Transmission Customer purchasing Firm Point-to-Point Service, each Network 
Customer, with respect to its reservation of firm transmission service for deliveries from 
Network Resources to Network Load, and each Regional Transmission Owner with respect 
to its reservation of firm transmission service for the delivery of energy from Capacity 
Resources to Native Load Customers (any of the foregoing being referred to as a "Firm 
Transmission User"), shall receive Fixed Transmission Rights ("FTRs") corresponding to 
points of receipt and delivery designated for their firm uses of the Transmission System. 
Fixed Transmission Rights may also be acquired by purchase in the secondary market. Each 
holder of an FTR shall receive the total Transmission Congestion Credits determined in 
accordance with section B(2) of this Attachment. 

2. Determination of Credit. 

(a) Overview. For each hour with respect to which the Transmission Provider 
receives payments of Transmission Congestion Charges, determined in accordance with 
section A of this Attachment, Transmission Congestion Credits shall be allocated to the 
holders of Fixed Transmission Rights. As explained in subsection (b), the Fixed 
Transmission Rights are associated with the points on the Transmission System between 
which the Firm Transmission User to whom the FTR was originally issued has arranged for 
the ftrm transmission of electric energy, whether on a network or point-to-point basis. 
Holders of FTRs receive credits attributable to the difference, if any, between Locational 
Marginal Prices at the Point or Points of Receipt and the Point or Points of Delivery 
associated with the Fixed Transmission Rights. As explained in subsections (b) and (c), 
each FTR holder shares in Transmission Congestion Credits to the extent it holds Fixed 
Transmission Rights between the Point or Points of Receipt and the Point or Points of 
Delivery at which congestion is experienced in a particular hour. Distribution of credits in 
this manner ensures that each FTR holder will not incur energy costs that are greater than 
the costs of energy from the generation resources associated with the FTR holder's Fixed 
Transmission Rights. Target allocations of Transmission Congestion Credits to holders of 
Fixed Transmission Rights are calculated in accordance with subsection (c) and 
Transmission Congestion Credits are distributed in accordance with that allocation, as 
described in subsection (d). 
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(b) Assignment of Fixed Transmission Rights. Fixed Transmission Rights shall be 
assigned to each Firm Transmission User, based on the points on the Transmission System 
between which the Firm Transmission User has arranged for the firm delivery of electric 
energy, as follows: 

(i) Each Network Customer and each Regional Transmission Owner (each of 
the foregoing being referred to as a "Network Service User") shall receive Fixed 
Transmission Rights based on its reservation of capability on the Transmission System to 
deliver electric energy on a firm basis from the Network Service User's Capacity Resources 
or Network Resources, if different, to the Network Service User's Network Load or Native 
Load Customers, as applicable. For each Capacity Resource or Network Resource, the 
Network Service User shall designate a number of Fixed Transmission Rights that is less 
than or equal to the installed capacity of the resource, provided that: (1) the sum of the 
Fixed Transmission Rights so designated shall not exceed the Network Load of a Network 
Customer or the projected annual peak load of the Native Load Customers of a Regional 
Transmission Owner, and (2) the Office of the Interconnection determines that the total of 
the Fixed Transmission Rights designated by all Firm Transmission Users can simultaneously 
be accommodated by the Transmission System. 

(ii) Each Transmission Customer shall receive Fixed Transmission Rights in 
an amount equal to the megawatts of Firm Point-to-Point Transmission Service purchased by 
the Transmission Customer for the Point or Points of Receipt and Point or Points of 
Delivery for which the service has been reserved. In accepting applications for Firm Point
to-Point Transmission Service, the Office of the Interconnection shall determine that the 
Fixed Transmission Rights associated with a reservation of such service, together with the 
total of the Fixed Transmission Rights designated by all existing Firm Transmission Users, 
can simultaneously be accommodated by the Transmission System. 

(c) Target Allocation of Credits to Fixed Transmission Rights. The Office of the 
Interconnection shall determine a target allocation of Transmission Congestion Credits for 
each Firm Transmission User for each hour as follows: 

(i) For each Fixed Transmission Right held by a Network Service User, the 
target allocation of Transmission Congestion Credits shall be determined by the following 
formula: 

Target = FTR • [Load Percentage * (LMPDELlVERY - LMPREcElP'r)] 

where 
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FfR 

Load 
Percentage 

= 

= 

LMPDELIVERY = 

LMPRECEIPT = 

Fixed Transmission Rights between the specified load bus and 
the specified generation bus, in megawatts; 

The percentage of the Network Service User's Network Load or 
Annual Peak Load, as applicable, associated with the load bus 
associated with the Fixed Transmission Right; 

The LMP during the hour at the load bus associated with the 
Fixed Transmission Right; and 

The LMP during the hour at the generation bus associated with 
the Fixed Transmission Right. 

The target allocation resulting from the above formula may be negative if LMPDELIVERY is 
less than LMPRECEIPT for an hour. For any hour in which the LMPDELIVERY equals the 
LMPRECEIPT in the above formula, no Transmission Congestion Credits shall be allocated to 
the Fixed Transmission Right. The total target allocation for a Network Service User for 
each hour shall be the sum of the target allocations associated with all of the Network 
Service User's Fixed Transmission Rights. 

(ii) For each Fixed Transmission Right held by a Transmission Customer or 
any other Market Participant that is not a Network Service User, the target allocation of 
Transmission Congestion Credits shall be determined by the following formula: 

Target = FTR * [(LMPDELIVERY - LMPRECEIPT)] 

where 

FTR = 

LMPDELIVERY = 

LMPRECEIPT = 

Fixed Transmission Rights between the specified load bus and 
the specified generation bus; 

The LMP during the hour at the bus serving as the Point of 
Delivery associated with the Fixed Transmission Right; and 

The LMP during the hour at the bus serving as the Point of 
Receipt associated with the Fixed Transmission Right. 
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The target allocation resulting from the above formula may be negative if LMP DELIVERY is 
less than LMPRECEIPT for an hour. For any hour in which the LMPDELIVERY equals the 
LMPRECEIPT in the above formula, no Transmission Congestion Credits shall be allocated to 
the Fixed Transmission Right. The total target allocation for a Transmission Customer for 
each hour shall be the sum of the target allocations associated with all of the Transmission 
Customer's Fixed Transmission Rights. 

(d) Distribution of Transmission Congestion Credits. (i) If, in any hour, the total of 
the Transmission Congestion Charges received by the Transmission Provider is greater than 
or equal to the total of all target allocations of Transmission Congestion Credits, each FTR 
holder shall receive Transmission Congestion Credits equal to its target allocation and any 
excess of the Transmission Congestion Charges over the target allocations of Transmission 
Congestion Credits shall be distributed in accordance with subsection (iii). 

(ii) If, in any hour, the total of the Transmission Congestion Charges received 
by the Transmission Provider is less than the total of all target allocations of Transmission 
Congestion Credits, each FTR holder shall receive Transmission Congestion Credits in 
proportion to its target allocation. 

(iii) The Transmission Congestion Charges paid to the Transmission Provider 
during an hour may exceed the target allocation of Transmission Congestion Credits for that 
hour. In those circumstances, the excess Transmission Congestion Charges accumulated for 
the billing month shall be distributed to each FTR holder in proportion to, but not to exceed, 
any deficiency of the Transmission Congestion Charges received as compared with the target 
allocations of Transmission Congestion Credits pursuant to (ii) accumulated for the billing 
month. Any remaining excess Transmission Congestion Charges for a Billing Month shall be 
distributed to the 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. 

C. Offset of Transmission Congestion Charges and Transmission Congestion 
Credits. 

The Office of the Interconnection shall take into account both (i) amounts payable by 
a Transmission User with respect to Transmission Congestion Charges as determined in 
accordance with Section A of this Attachment, and (ii) amounts payable to a Transmission 
User with respect to Transmission Congestion Credits as determined in accordance with 
Section B of this Attachment. 
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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 1 are references to this Appendix. 

1. MARKET OPERA TIONS 

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 Control Area. 
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 Control Area 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 calion 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 Defmitions. 

1.3.1 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. 
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"Equivalent Load" shall mean the sum of an Internal Market Buyer's net system 
requirements to serve its customer load in the PJM Control Area, 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 Control 
Area, or for load in the Control Area 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. 

1.3.5 Fixed Transmission Right. 

"Fixed Transmission Right" shall mean a number determined as specified In 

Section 5.2.2 of this Schedule. 

1.3.6 Generating Market Buyer. 

"Generating Market Buyer" shall mean an Internal Market Buyer 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 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 P JM 
Manuals. 
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"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 Interconnection in accordance with the PJM Manuals. 

1.3.10 Internal Market Buyer. 

"Internal Market Buyer" shall mean a Market Buyer making purchases of energy 
from the PJM Interchange Energy Market for consumption by end-users inside the PJM Control 
Area. 

1.3.11 Inadvertent Interchange. 

"Inadvertent Interchange" shall mean the difference between net actual energy 
flow and net scheduled energy flow into or out of the PJM Control Area, as determined and 
allocated each hour by the Office of the Interconnection in accordance with the procedures set 
forth in the PJM Manuals. 

1.3.12 Market Operations Center. 

"Market Operations Center" shall mean the equipment, facilities and personnel 
used by or on behalf of a Market Participant to communicate and coordinate with the Office of 
the Interconnection in connection with transactions in the PJM Interchange Energy Market or 
the operation of the PlM Control Area. 

1.3.13 Maximum Generation Emergency. 

"Maximum Generation Emergency" shall mean an Emergency declared by the 
Office of the Interconnection in which the Office of the Interconnection anticipates requesting 
one or more Capacity Resources to operate at its maximum net or gross electrical power output, 
subject to the equipment stress limits for such Capacity Resource, in order to manage, alleviate, 
or end the Emergency. 

1.3.14 Minimum Generation Emergency • 

.. Minimum Generation Emergency" shall mean an Emergency declared by the 
Office of the Interconnection in which the Office of the Interconnection anticipates requesting 
one or more generating resources to operate at or below Normal Minimum Generation, in order 
to manage, alleviate, or end the Emergency. 

1.3.15 Network Resource. 

"Network Resource" shall have the meaning specified in the PlM Tariff. 
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1.3.16 Network Service User. 

"Network Service User" shall mean an entity using Network Transmission 
Service. 

1.3.17 Network Transmission Service. 

"Network Transmission Service" shall mean transmission service provided 
pursuant to the rates, terms and conditions set forth in Part III of the PJM Tariff, or 
transmission service comparable to such service that is provided to a Load Serving Entity that 
is also a Regional Transmission Owner as that term is defined in the PJM Tariff. 

1.3.18 Normal Maximum Generation. 

"Normal Maximum Generation" shall mean the highest output level of a 
generating resource under normal operating conditions. 

1.3.19 Normal Minimum Generation. 

"Normal Minimum Generation" shall mean the lowest output level of a generating 
resource under normal operating conditions. 

1.3.20 Offer Data. 

"Offer Data" shall mean the scheduling, operations planning, dispatch, new 
resource, and other data and information necessary to schedule and dispatch generation resources 
for the provision of energy and other services and the maintenance of the reliability and security 
of the transmission system in the PJM Control Area, and specified for submission to the PJM 
Interchange Energy Market for such purposes by the Office of the Interconnection. 

1.3.21 Office of the Interconnection Control Center. 

"Office of the Interconnection Control Center" shall mean the equipment, facilities 
and personnel used by the Office of the Interconnection to coordinate and direct the operation 
of the PJM Control Area and to administer the PJM Interchange Energy Market, including 
facilities and equipment used to communicate and coordinate with the Market Participants in 
connection with transactions in the PJM Interchange Energy Market or the operation of the PJM 
Control Area. 

1.3.22 Operating Day. 

"Operating Day" shall mean the daily 24 hour period beginning at midnight for 
which transactions on the PJM Interchange Energy Market are scheduled. 
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"Operating Margin" shall mean the incremental adjustments, measured in 
megawatts, required in PIM Control Area operations in order to accommodate, on a First 
Contingency Basis as that term is defined in the PIM Manuals, an operating contingency in the 
PIM Control Area resulting from operations in an interconnected Control Area. Such 
adjustments may result in constraints causing Transmission Congestion Charges, or may result 
in Ancillary Services charges pursuant to the PIM Tariff. 

1.3.24 Operating Margin Customer. 

"Operating Margin Customer" shall mean a Control Area purchasing Operating 
Margin pursuant to an agreement between such other Control Area and the LLC. 

1.3.25 PJM Interchange. 

"PIM Interchange" shall mean the following, as determined in accordance with 
the Schedules to this Agreement and the PJM Manuals: (a) the amount by which an Internal 
Market Buyer's hourly Equivalent Load exceeds, or is exceeded by, the sum of the hourly 
outputs of the Internal Market Buyer's operating generating resources; or (b) the hourly 
scheduled deliveries of Spot Market Energy by an External Market Seller; or (c) the hourly net 
metered output of any other Market Seller; or (d) the hourly scheduled deliveries of Spot Market 
Energy to an External Market Buyer. 

1.3.26 PJM Interchange Export. 

"PJM Interchange Export" shall mean the following, as determined in accordance 
with Schedules to this Agreement and the PJM Manuals: (a) the amount by which an Internal 
Market Buyer's hourly Equivalent Load is exceeded by the sum of the hourly outputs of the 
Internal Market Buyer's operating generating resources; or (b) the hourly scheduled deliveries 
of Spot Market Energy by a Market Seller from an External Resource; or (c) the hourly net 
metered output of any other Market Seller. 

1.3.27 PJM Interchange Import. 

1.3.27 "PJM Interchange Import" shall mean the following, as determined in 
accordance with the Schedules to this Agreement and the PIM Manuals: (a) the amount by 
which an Internal Market Buyer's hourly Equivalent Load exceeds the sum of the hourly outputs 
of the Internal Market Buyer's operating generating resources; or (b) the hourly scheduled 
deliveries of Spot Market Energy to an External Market Buyer. 
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1.3.28 PJM Open Access Same-time Information System. 

"PJM Open Access Same-time Information System" shall mean the electronic 
communication system for the collection and dissemination of information about transmission 
services in the PJM Control Area, established and operated by the Office of the Interconnection 
in accordance with PERC standards and requirements. 

1.3.29 Point-to-Point Transmission Service. 

"Point-to-Point Transmission Service" shall mean transmission service provided 
pursuant to the rates, terms and conditions set forth in Part II of the PJM Tariff. 

1.3.30 Ramping Capability. 

"Ramping Capability" shall mean the sustained rate of change of generator output, 
in megawatts per minute. 

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 Regulation Class. 

"Regulation Class" shall mean a subset of the generation units capable of 
providing Regulation to the PJM Control Area determined by a range of costs for providing 

_ Regulation as specified by the Office of the Interconnection using procedures specified in the 
PJM Manuals. 

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. 

1.3.34 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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Transmission Congestion Credit. 

"Transmission Congestion Credit" shall mean the allocated share of total 
Transmission Congestion Charges credited to each holder of Fixed Transmission 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. 

1.3.38 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 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 Interconnection, 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 a Load Serving Entity shall establish to the satisfaction of the Office of the Interconnection 
that the end-users as to which it or its principal is the Load Serving Entity, and which will be 
served through energy and related services purchased in the PlM Interchange Energy Market, 
are located electrically within the PJM Control Area, or will be brought within the PJM Control 
Area prior to any purchases from the PJM Interchange Energy Market by the Load Serving 
Entity or its agent. Such applicant shall further demonstrate that: 
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ii) The foregoing Load Serving Entity is or will be a Network Service User 
as required by the Reliability Assurance Agreement for all PJM 
Interchange Energy Market purchases. 

(c) An applicant that is not a Load Serving Entity or purchasing on behalf of 
a Load Serving Entity shall demonstrate that: 

The applicant has obtained or will obtain Point -to-Point Transmission Service for 
all PJM Interchange Energy Market purchases; and 

ii) 

(d) 

The applicant's PJM Interchange Energy Market purchases will ultimately 
be delivered to a load in another Control Area that is recognized by 
NERC and that complies with NERC's standards for operating and 
planning reliable bulk electric systems. 

All applicants shall demonstrate that: 

i) The applicant is capable of complying with all applicable metering, data 
storage and transmission, and other reliability, operation, planning and 
accounting standards and requirements for the operation of the PJM 
Control Area and the PJM Interchange Energy Market; 

ii) The applicant meets the creditworthiness standards established by the 
Office of the Interconnection, or has provided a letter of credit or other 
form of security acceptable to the Office of the Interconnection; and 

iii) The applicant has paid all applicable fees and reimbursed the Office of the 
Interconnection for all unusual or extraordinary costs of processing and 
evaluating its application to become a Market Buyer, and has agreed in its 
application to subject any disputes arising from its application to the PJM 
Dispute Resolution Procedures. 

(e) The applicant shall become a Market Buyer upon a final favorable 
determination on its application by the Office of the Interconnection as specified below, and 
execution by the applicant of counterparts of this Agreement. 

1.4.2 Submission of Information. 

The applicant shall furnish all information reasonably requested by the Office of 
the Interconnection in order to determine the applicant's qualification to be a Market Buyer. 
The Office of the Interconnection may waive the submission of information relating to any of 
the foregoing criteria, to the extent the information in the Office of the Interconnection's 
possession is sufficient to evaluate the application against such criteria. 
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1.4.3 Fees and Costs. 

The Office of the Interconnection shall require all applicants to become a Market 
Buyer to pay a uniform application fee, initially in the amount of $1,500, to defray the ordinary 
costs of processing such applications. The application fee shall be revised from time to time as 
the Office of the Interconnection shall determine to be necessary to recover its ordinary costs 
of processing applications. Any unusual or extraordinary costs incurred by the Office of the 
Interconnection in processing an application shall be reimbursed by the applicant. 

1.4.4 Office of the Interconnection Determination. 

Upon submission of the information specified above, and such other information 
as shall reasonably be requested by the Office of the Interconnection, the Office of the 
Interconnection shall undertake an evaluation and investigation to determine whether the 
applicant meets the criteria specified above. As soon as practicable, but in any event not later 
than 60 days after submission of the foregoing information, or such later date as may be 
necessary to satisfy the requirements of the Reliability Assurance Agreement, the Office of the 
Interconnection shall notify the applicant and the members of the Members Committee of its 
determination, along with a written summary of the basis for the determination. The Office of 
the Interconnection shall respond promptly to any reasonable and timely request by a Member 
for additional information regarding the basis for the Office of the Interconnection's 
determination, and shall take such action as it shall deem appropriate in response to any request 
for reconsideration or other action submitted to the Office of the Interconnection not later than 
30 days from the initial notification to the Members Committee. 

1.4.5 Existing Participants. 

Any entity that was qualified to participate as a Market Buyer in the PJM 
Interchange Energy Market under the Operating Agreement of PJM Interconnection L.L.C. in 
effect immediately prior to the Effective Date shall continue to be qualified to participate as a 
Market Buyer in the PJM Interchange Energy Market under this Agreement. 

1.4.6 Withdrawal. 

(a) An Internal Market Buyer may withdraw from this Agreement by giving 
written notice to the Office of the Interconnection specifying an effective date of withdrawal 
not earlier than the effective date of (i) its withdrawal from the Reliability Assurance Agreement, 
or (ii) the assumption of its obligations under the Reliability Assurance Agreement by an agent 
that is a Market Buyer. 

(b) An External Market Buyer may withdraw from this Agreement by giving 
written notice to the Office of the Interconnection specifying an effective date of withdrawal at 
least one day after the date of the notice. 
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(c) Withdrawal from this Agreement shall not relieve a Market Buyer of any 
obligation to pay for electric energy or related services purchased from the PJM Interchange 
Energy Market prior to such withdrawal, to pay its share of any fees and charges incurred or 
assessed by the Office of the Interconnection prior to the date of such withdrawal, or to fulfill 
any obligation to provide indemnification for the consequences of acts, omissions or events 
occurring prior to such withdrawal; and provided, further, that withdrawal from this Agreement 
shall not relieve any Market Buyer of any obligations it may have under, or constitute 
withdrawal from, any other Related PJM Agreement. 

(d) A Market Buyer that has withdrawn from this Agreement may reapply to 
become a Market Buyer in accordance with the provisions of this Section 1.4, provided it is 
not in default of any obligation incurred under this Agreement. 

1.5 Market SeUers. 

1.5.1 Qualification. 

A Member that demonstrates to the Office of the Interconnection that the Member 
meets the standards for the issuance of an order mandating the provision of transmission service 
under section 211 of the Federal Power Act, as amended by the Energy Policy Act of 1992, may 
become a Market Seller upon execution of this Agreement and submission to the Office of the 
Interconnection of the applicable Offer Data in accordance with the provisions of this Schedule. 
All Members that are Market Buyers shall become Market Sellers upon execution of the PJM 
Dispute Resolution Agreement and submission to the Office of the Interconnection of the 
applicable Offer Data in accordance with the provisions of this Schedule. 

1.5.2 Withdrawal. 

(a) A Market Seller may withdraw from this Agreement by giving written 
notice to the Office of the Interconnection specifying an effective date of withdrawal at least 
one day after the date of the notice; provided, however, that withdrawal shall not relieve a 
Market Seller of any obligation to deliver electric energy or related services to the PJM 
Interchange Energy Market pursuant to an offer made prior to such withdrawal, to pay its share 
of any fees and charges incurred or assessed by the Office of the Interconnection prior to the 
date of such withdrawal, or to fulfill any obligation to provide indemnification for the 
consequences of acts, omissions, or events occurring prior to such withdrawal; and provided, 
further, that withdrawal shall not relieve any entity that is a Market Seller and is also a Market 
Buyer of any obligations it may have as a Market Buyer under, or constitute withdrawal as a 
Market Buyer from, this Agreement or any other Related PJM Agreement. 

(b) A Market Seller that has withdrawn from this Agreement may reapply to 
become a Market Seller at any time, provided it is not in default with respect to any obligation 
incurred under this Agreement. 
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1.6 Office of the Interconnection. 

1.6.1 Operation of the PJM Interchange Energy Market 

The Office of the Interconnection shall operate the PJM Interchange Energy 
Market in accordance with this Agreement. 

1.6.2 Scope of Services. 

The Office of the Interconnection shall, on behalf of the Market Participants, 
perform the services pertaining to the PJM Interchange Energy Market specified in this 
Agreement, including but not limited to the following: 
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i) Administer the PJM Interchange Energy Market as part of the PJM 
Control Area, including scheduling and dispatching of generation 
resources, accounting for transactions, rendering bills to the Market 
Participants, receiving payments from and disbursing payments to the 
Market Participants, maintaining appropriate records, and monitoring the 
compliance of Market Participants with the provisions of this Agreement, 
all in accordance with applicable provisions of the Office of the 
Interconnection Agreement, and the Schedules to this Agreement; 

ii) 

iii) 

iv) 

v) 

vi) 

Review and evaluate the qualification of entities to be Market Buyers or 
Market Sellers under applicable provisions of this Agreement; 

Coordinate, in accordance with applicable provisions of this Agreement, 
the Reliability Assurance Agreement, and the Transmission Owners 
Agreement, maintenance schedules for generation and transmission 
resources operated as part of the PJM Control Area; 

Provide or coordinate the provision of ancillary services necessary for the 
operation of PJM Control Area or the PJM Interchange Energy Market; 

Determine and declare that an Emergency is expected to exist, exists, or 
has ceased to exist, in all or any part of the PJM Control Area, or in 
another Control Area interconnected directly or indirectly with the PJM 
Control Area, and serve as a primary point of contact for interested state 
or federal agencies; 

Enter into agreements for the transfer of energy in conditions constituting 
an Emergency in the PJM Control Area or in a Control Area 
interconnected with it, and the mutual provision of other support in such 
Emergency conditions with other Control Areas interconnected with the 
PIM Control Area, in accordance with the Schedules to this Agreement; 
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vii) Coordinate the curtailment or shedding of load, or other measures 
appropriate to alleviate an Emergency, in order to preserve reliability in 
accordance with NERC and MAAC principles, guidelines and standards, 
and to ensure the operation of the PJM Control Area in accordance with 
Good Utility Practice and the this Agreement; 

viii) Protect confidential information as specified in this Agreement; and 

ix) Send a representative to meetings of the Members Committee or other 
Committees, subcommittees, or working groups specified in this 
Agreement or formed by the Members Committee when requested to do 
so by the chair or other head of such committee or other group. 

1.6.3 Records and Reports. 

The Office of the Interconnection shall prepare and maintain such records and 
prepare such reports, including, but not limited to quarterly budget reports, as are required to 
document the performance of its obligations to the Market Participants hereunder in a form 
adopted by the Office of the Interconnection upon consideration of the advice and 
recommendations of the Members Committee. The Office of the Interconnection shall also 
produce special reports reasonably requested by the Members Committee and consistent with 
FERC's standards of conduct; provided, however, the Market Participants shall reimburse the 
Office of the Interconnection for the costs of producing any such report. Notwithstanding the 
foregoing, the Office of the Interconnection shall not be required to disclose confidential or 
commercially sensitive information in any such report. 

1.6.4 PJM Manuals. 

The Office of the Interconnection shall prepare, maintain and update the PJM 
Manuals consistent with this Agreement. The PJM Manuals shall be available for inspection 
by the Market Participants, regulatory authorities with jurisdiction over the LLC or any 
Member, and the public. 

1. 7 General. 

1.7.1 Market Sellers. 

Only Market Sellers shall be eligible to submit offers to the Office of the 
Interconnection for the sale of electric energy or related services in the PJM Interchange Energy 
Market. Market Sellers shall comply with the prices, terms, and operating characteristics of all 
Offer Data submitted to and accepted by the PJM Interchange Energy Market. 
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1. 7.2 Market Buyers. 

Only Market Buyers shall be eligible to purchase energy or related services in 
the PJM Interchange Energy Market. Market Buyers shall comply with all requirements for 
making purchases from the PJM Interchange Energy Market. 

1. 7.3 Agents. 

A Market Participant may participate in the PJM Interchange Energy Market 
through an agent, provided that the Market Participant informs the Office of the Interconnection 
in advance in writing of the appointment of such agent. A Market Participant participating in 
the PJM Interchange Energy Market through an agent shall be bound by all of the acts or 
representations of such agent with respect to transactions in the PJM Interchange Energy Market, 
and shall ensure that any such agent complies with the requirements of this Agreement. 

1. 7.4 General Obligations of the Market Participants. 

(a) In performing its obligations to the Office of the Interconnection 
hereunder, each Market Participant shall at all times (i) follow Good Utility Practice, (ii) comply 
with all applicable laws and regulations, (iii) comply with the applicable principles, guidelines, 
standards and requirements of PERC, NERC and MAAC, (iv) comply with the procedures 
established for operation of the PJM Interchange Energy Market and PJM Control Area and (v) 
cooperate with the Office of the Interconnection as necessary for the operation of the PJM 
Control Area in a safe, reliable manner consistent with Good Utility Practice. 

(b) Market Participants shall undertake all operations in or affecting the P JM 
Interchange Energy Market and the PJM Control Area, including but not limited to compliance 
with all Emergency procedures, in accordance with the power and authority of the Office of the 
Interconnection with respect to the operation of the PJM Interchange Energy Market and the 
PJM Control Area as established in this Agreement, and as specified in the Schedules to this 
Agreement and the PJM Manuals. Failure to comply with the foregoing operational 
requirements shall subject a Market Participant to such reasonable charges or other remedies or 
sanctions for non-compliance as may he established by the PIM Board, including legal or 
regulatory proceedings as authorized by the PJM Board to enforce the obligations of this 
Agreement. 

The Office of the Interconnection may establish such committees with a 
representative of each Market Participant, and the Market Participants agree to provide 
appropriately qualified personnel for such committees, as may be necessary for the Office of 
the Interconnection to perform its obligations hereunder. 

(d) All Market Participants shall provide to the Office of the Interconnection 
the scheduling and other information specified in the Schedules to this Agreement, and such 
other information as the Office of the Interconnection may reasonably require for the reliable 
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and efficient operation of the PIM Control Area and the PIM Interchange Energy Market, and 
for compliance with applicable regulatory requirements for posting market and related 
information. Such information shall be provided as much in advance as possible, but in no event 
later than the deadlines established by the Schedules to this Agreement, or by the Office of the 
Interconnection in conformance with such Schedules. Such information shall include, but not 
be limited to, maintenance and other anticipated outages of generation or transmission facilities, 
scheduling and related information on bilateral transactions and self-scheduled resources, and 
implementation of active load management, interruption of load, and other load reduction 
measures. The Office of the Interconnection shall abide by appropriate requirements for the 
non-disclosure and protection of any confidential or proprietary information given to the Office 
of the Interconnection by a Market Participant. Each Market Participant shall maintain or cause 
to be maintained compatible information and communications systems, as specified by the Office 
of the Interconnection, required to transmit scheduling, dispatch, or other time-sensitive 
information to the Office of the Interconnection in a timely manner. 

(e) Each Market Participant shall install and operate, or shall otherwise 
arrange for, metering and related equipment capable of recording and transmitting all voice and 
data communications reasonably necessary for the Office of the Interconnection to perform the 
services specified in this Agreement. A Market Participant that elects to be separately billed for 
its PIM Interchange shall be individually metered in accordance with Section 14 of this 
Agreement, or shall agree upon an allocation of PIM Interchange between it and the Market 
Participant through whose meters the unmetered Market Participant's PIM Interchange is 
delivered. The Office of the Interconnection shall be notified of the allocation by the foregoing 
Market Participants. 

(f) Each Market Participant shall operate, or shall cause to be operated, any 
generating resources owned or controlled by such Market Participant that are within the PIM 
Control Area or otherwise supplying energy to or through the PIM Control Area in a manner 
that is consistent with the standards, requirements or directions of the Office of the 
Interconnection and that will permit the Office of the Interconnection to perform its obligations 
under this Agreement; provided, however, no Market Participant shall be required to take any 
action that is inconsistent with Good Utility Practice or applicable law. 

(g) Each Market Participant shall follow the directions of the Office of the 
Interconnection to take actions to prevent, manage, alleviate or end an Emergency in a manner 
consistent with this Agreement and the procedures of the PIM Control Area as specified in the 
PIM Manuals. 

Each Market Participant shall obtain and maintain all permits, licenses or 
approvals required for the Market Participant to participate in the PIM Interchange Energy 
Market in the manner contemplated by this Agreement. 
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1.7.5 Market Operations Center. 

Each Market Participant shall maintain a Market Operations Center, or shall make 
appropriate arrangements for the performance of such services on its behalf. A Market 
Operations Center shall meet the perfonnance, equipment, communications, staffmg and training 
standards and requirements specified in this Agreement for the scheduling and completion of 
transactions in the PIM Interchange Energy Market and the maintenance of the reliable operation 
of the PIM Control Area, and shall be sufficient to enable (i) a Market Seller to perfonn all 
tenns and conditions of its offers to the PIM Interchange Energy Market, and (ii) a Market 
Buyer to confonn to the requirements for purchasing from the PIM Interchange Energy Market. 

1.7.6 Scheduling and Dispatching. 

(a) The Office of the Interconnection shall schedule and dispatch generation 
economically on the basis of least-cost, security-constrained dispatch and the prices and operating 
characteristics offered by Market Sellers, continuing until sufficient generation is dispatched to 
serve the PIM Interchange Energy Market energy purchase requirements under nonnal system 
conditions of the Market Buyers, as well as the requirements of the PIM Control Area for 
ancillary services provided by such generation, in accordance with this Agreement. Scheduling 
and dispatch shall be conducted in accordance with this Agreement. 

(b) The Office of the Interconnection shall undertake to identify any conflict 
or incompatibility between the scheduling or other deadlines or specifications applicable to the 
PIM Interchange Energy Market, and any relevant procedures of another Control Area, or any 
tariff (including the PIM Tariff). Upon detennining that any such conflict or incompatibility 
exists, the Office of the Interconnection shall propose tariff or procedural changes, and undertake 
such other efforts as may be appropriate, to resolve any such conflict or incompatibility. 

1. 7 • 7 Pricing. 

The price paid for energy bought and sold in the PIM Interchange Energy Market 
will reflect the hourly Locational Marginal Price at each load and generation bus, detennined 
by the Office of the Interconnection in accordance with this Agreement. Transmission 
Congestion Charges, which shall be detennined by differences in Locational Marginal Prices in 
an hour caused by transmission constraints, shall be calculated and collected, and the revenues 
therefrom shall be disbursed, by the Office of the Interconnection in accordance with this 
Schedule. 

1. 7.8 Generating Market Buyer Resources. 

A Generating Market Buyer may elect to self-schedule its generation resources 
up to that Generating Market Buyer's Equivalent Load, in accordance with and subject to the 
procedures specified in this Schedule, and the accounting and billing requirements specified in 
Section 3 to this Agreement. 
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1.7.9 Delivery to an External Market Buyer. 

A purchase of Spot Market Energy by an External Market Buyer shall be 
delivered to a bus or busses at the border of the PJM Control Area specified by the Office of 
the Interconnection, using Point-to-Point Transmission Service paid for by the External Market 
Buyer. Further delivery of such energy shall be the responsibility of the External Market Buyer. 

1.7.10 Other Transactions. 

Market Participants may enter into bilateral contracts for the purchase or sale of 
electric energy to or from each other or any other entity, subject to the obligations of Internal 
Market Buyers to make Capacity Resources available for dispatch by the Office of the 
Interconnection. Bilateral arrangements that contemplate the physical transfer of energy to or 
from a Market Participant shall be reported to and coordinated with the Office of the 
Interconnection in accordance with this Schedule. To the extent the Office of the 
Interconnection dispatches a Generating Market Buyer's generation resources, such Generating 
Market Buyer may elect to net the output of such resources against its hourly Equivalent Load. 
Such a Generating Market Buyer shall be deemed a buyer from the PJM Interchange Energy 
Market to the extent of its PlM Interchange Imports, and shall be deemed a seller to the PJM 
Interchange Energy Market to the extent of its PJM Interchange Exports. 

1. 7.11 Emergencies. 

The Office of the Interconnection, with the assistance of the Member's 
dispatchers as it may request, shall be responsible for monitoring the operation of the PJM 
Control Area, for declaring the existence of an Emergency, and for directing the operations of 
Market Participants as necessary to manage, alleviate or end an Emergency. The standards, 
policies and procedures of the Office of the Interconnection for declaring the existence of an 
Emergency, including but not limited to a Minimum Generation Emergency, and for managing, 
alleviating or ending an Emergency, shall apply to all Members on a non-discriminatory basis. 
Actions by the Office of the Interconnection and the Market Participants shall be carried out in 
accordance with this Agreement, the NERC Operating Policies, MAAC reliability principles and 
standards, Good Utility Practice, and the PlM Manuals. A declaration that an Emergency exists 
or is likely to exist by the Office of the Interconnection shall be binding on all Market 
Participants until the Office of the Interconnection announces that the actual or threatened 
Emergency no longer exists. Consistent with existing contracts, all Market Participants shall 
comply with all directions from the Office of the Interconnection for the purpose of managing, 
alleviating or ending an Emergency. The Market Participants shall authorize the Office of the 
Interconnection to purchase or sell energy on their behalf to meet an Emergency, and otherwise 
to implement agreements with other Control Areas interconnected with the PJM Control Area 
for the mutual provision of service to meet an Emergency, in accordance with this Agreement. 
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1. 7 .12 Each Market Participant shall pay all fees and charges of the Office of the 
Interconnection for operation of the PJM Interchange Energy Market as determined by and 
allocated to the Market Participant by the Office of the Interconnection in accordance with 
Schedule 3. 

1.7.13 Relationship to PJM Control Area. 

The PJM Interchange Energy Market operates within and subject to the 
requirements for the operation of the PIM Control Area. 

1.7.14 PJM Manuals. 

The Office of the Interconnection shall be responsible for maintaining, updating, 
and promulgating the PIM Manuals as they relate to the operation of the PJM Interchange 
Energy Market. The PJM Manuals, as they relate to the operation of the PJM Interchange 
Energy Market, shall conform and comply with this Agreement, NERC operating policies, and 
MAAC reliability principles, guidelines and standards, and shall be designed to facilitate 
administration of an efficient energy market within industry reliability standards and the physical 
capabilities of the PJM Control Area. 

1. 7.15 Corrective Action. 

Consistent with Good Utility Practice, the Office of the Interconnection shall be 
authorized to direct or coordinate corrective action, whether or not specified in the PJM 
Manuals, as necessary to alleviate unusual conditions that threaten the integrity or reliability of 
the PJM Control Area or the regional power system. 

1.7.16 Recording. 

Subject to the requirements of applicable State or federal law, all voice 
communications with the Office of the Interconnection Control Center may be recorded by the 
Office of the Interconnection and any Market Participant communicating with the Office of the 
Interconnection Control Center, and each Market Participant hereby consents to such recording. 

1.7.17 Operating Reserves. 

The Office of the Interconnection shall schedule to the Operating Reserve and 
load-following objectives of the PJM Control Area, as defmed in the PJM Manuals, in 
scheduling resources pursuant to this Schedule. 
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1. 7 .18 Regulation. 

(a) Regulation shall be supplied from generators located within the metered 
electrical boundaries of the PJM Control Area. Generating Market Buyers, and Market Sellers 
offering Regulation, shall comply with applicable standards and requirements for Regulation 
capability and dispatch specified in the PJM Manuals. 

(b) The Office of the Interconnection shall obtain and maintain an amount of 
Regulation equal to the PJM Control Area Regulation objective as specified in the PJM Manuals. 

The Regulation range of a unit shall be at least twice the amount of Regulation 
assigned. 

(d) A unit capable of automatic energy dispatch that is also providing 
Regulation shall have its energy dispatch range reduced by twice the amount of the Regulation 
provided. The amount of Regulation provided by a unit shall serve to redefine the Normal 
Minimum Generation and Normal Maximum Generation energy limits of that unit, in that the 
amount of Regulation shall be added to the unit's Normal Minimum Generation energy limit, 
and subtracted from its Normal Maximum Generation energy limit. 

(e) 
PJM Manuals. 

Qualified Regulation must satisfy the verification tests described in the 

1.7.19 ItamBpblg. 

A generator dispatched by the Office of the Interconnection pursuant to a control 
signal appropriate to increase or decrease the generator's megawatt output level shall be able 
to change output at the ramping rate specified in the Offer Data submitted to the Office of the 
Interconnection for that generator. 

1. 7 .20 Communication and Operating Requirements. 

(a) Market Participants. Each Market Participant shall have, or shall arrange 
to have, its transactions in the PJM Interchange Energy Market subject to control by a Market 
Operations Center, with staffmg and communications systems capable of real-time 
communication with the Office of the Interconnection during normal and Emergency conditions 
and of control of the Market Participant's relevant load or facilities sufficient to meet the 
requirements of the Market Participant's transactions with the PJM Interchange Energy Market, 
including but not limited to the following requirements as applicable. 

(b) Market Sellers selling from resources within the PJM Control Area shall: 
report to the Office of the Interconnection sources of energy available for operation; supply to 
the Office of the Interconnection all applicable Offer Data; report to the Office of the 
Interconnection units that are self-scheduled; report to the Office of the Interconnection bilateral 
sales transactions to buyers not within the PJM Control Area; confirm to the Office of the 
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Interconnection bilateral sales to Market Buyers within the PJM Control Area; respond to the 
Office of the Interconnection's directives to start. shutdown or change output levels of 
generation units. or change scheduled voltages or reactive output levels; continuously maintain 
all Offer Data concurrent with on-line operating information; and ensure that. where so 
equipped. generating equipment is operated with control equipment functioning as specified in 
the PJM Manuals. 

(c) Market Sellers selling from resources outside the PJM Control Area shall: 
provide to the Office of the Interconnection all applicable Offer Data. including offers specifying 
amounts of energy available, hours of availability and prices of energy and other services; 
respond to Office of the Interconnection directives to schedule delivery or change delivery 
schedules; and communicate delivery schedules to the Market Seller's Control Area. 

(d) Internal Market Buyers shall: provide to the Office of the Interconnection 
forecasts of load to be served as required by the Office of the Interconnection; respond to Office 
of the Interconnection directives for load management steps; report to the Office of the 
Interconnection Capacity Resources to satisfy capacity obligations that are available for pool 
operation; report to the Office of the Interconnection all bilateral purchase transactions; respond 
to other Office of the Interconnection directives such as those required during Emergency 
operation. 

(e) External Market Buyers shall: provide to the Office of the Interconnection 
requests to purchase specified amounts of energy for each hour of the Operating Day during 
which it intends to purchase from the PlM Interchange Energy Market. along with Dispatch Rate 
levels above which it does not desire to purchase; respond to other Office of the Interconnection 
directives such as those required during Emergency operation. 

1.7.21 Multi-settlement System. 

The PJM Interchange Energy Market shall be enhanced by an amendment to this 
Schedule. to be filed with FERC not later than December 31. 1997. that will provide for the 
implementation of a multi-sett1ement system as soon thereafter as shall be determined by the 
Office of the Interconnection to be reasonably practical. Such a system will provide an 
opportunity for Market Participants to commit and obtain commitments to energy prices and 
transmission congestion charges at certain specified deadlines in advance of the Office of the 
Interconnection's real-time dispatch. The Members specified in Section 11.5(c) of the 
Agreement. working with the Office of the Interconnection. shall develop the details of the 
implementation of such a multi-settlement system. 
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1.8 Selection, Scheduling and Dispatch Procedure Adjustment Process. 

1.8.1 PJM Dispute Resolution Agreement. 

Subject to the condition specified below, any Member adversely affected by a 
decision of the Office of the Interconnection with respect to the operation of the PJM 
Interchange Energy Market, including the qualification of an entity to participate in that market 
as a buyer or seller, make seek such relief as may be appropriate under the PJM Dispute 
Resolution Procedures on the grounds that such decision does not have an adequate basis in fact 
or does not conform to the requirements of this Agreement. 

1.8.2 Market or Control Area Hourly Operational Disputes. 

(a) Market Participants shall comply with all determinations of the Office of 
the Interconnection on the selection, scheduling or dispatch of resources in the PJM Interchange 
Energy Market, or to meet the operational requirements of the PJM Control Area. Complaints 
arising from or relating to such determinations shall be brought to the attention of the Office of 
the Interconnection not later than the end of the fifth business day after the end of the Operating 
Day to which the selection or scheduling relates, or in which the scheduling or dispatch took 
place, and shall include, if practicable, a proposed resolution of the complaint. Upon receiving 
notification of the dispute, the Office of the Interconnection and the Market Participant raising 
the dispute shall exert their best efforts to obtain and retain all data and other information 
relating to the matter in dispute, and to notify other Market Participants that are likely to be 
affected by the proposed resolution. Subject to confidentiality or other non-disclosure 
requirements, representatives of the Office of the Interconnection, the Market Participant raising 
the dispute, and other interested Market Participants, shall meet within three business days of 
the foregoing notification, or at such other or further times as the Office of the Interconnection 
and the Market Participants may agree, to review the relevant facts, and to seek agreement on 
a resolution of the dispute. 

(b) If the Office of the Interconnection determines that the matter in dispute 
discloses a defect in operating policies, practices or procedures subject to the discretion of the 
Office of the Interconnection, the Office of the Interconnection shall implement such changes 
as it deems appropriate and shall so notify the Members Committee. Alternatively, the Office 
of the Interconnection may notify the Members Committee of a proposed change and solicit the 
comments or other input of the Members. 

(c) If either the Office of the Interconnection, the Market Participant raising 
the dispute, or another affected Market Participant believes that the matter in dispute has not 
been adequately resolved, or discloses a need for changes in standards or policies established 
in or pursuant to the Operating Agreement, any of the foregoing parties may make a written 
request for review of the matter by the Members Committee, and shall include with the request 
the forwarding party's recommendation and such data or information (subject to confidentiality 
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or other non-disclosure requirements) as would enable the Members Committee to assess the 
matter and the recommendation. The Members Committee shall take such action on the 
recommendation as it shall deem appropriate. 

(d) Subject to the right of a Market Participant to obtain correction of 
accounting or billing errors, the LLC or a Market Participant shall not be entitled to actual, 
compensatory, consequential or punitive damages, opportunity costs, or other form of 
reimbursement from the LLC or any other Market Participant for any loss, liability or claim, 
including any claim for lost profits, incurred as a result of a mistake, error or other fault by the 
Office of the Interconnection in the selection, scheduling or dispatch of resources. 

1.9 Prescheduling. 

The following procedures and principles shall govern the prescheduling activities 
necessary to plan for the reliable operation of the PJM Control Area and for the efficient 
operation of the PJM Interchange Energy Market. 

1.9.1 Outage Scheduling. 

The Office of the Interconnection shall be responsible for coordinating and 
approving requests for outages of generation and transmission facilities as necessary for the 
reliable operation of the pJM Control Area, in accordance with the PIM Manuals. The Office 
of the Interconnection shall maintain records of outages and outage requests of these facilities. 

1.9.2 Planned Outages. 

(a) A Generator Planned Outage shall be included in Generator Planned 
Outage schedules established prior to the scheduled start date for the outage, in accordance with 
standards and procedures specified in the PIM Manuals. 

(b) The Office of the Interconnection shall conduct Generator Planned Outage 
scheduling for Capacity Resources in accordance with the Reliability Assurance Agreement and 
the PJM Manuals and in consultation with the Members owning or controlling the output of 
Capacity Resources. A Market Participant shall not be expected to submit offers for the sale 
of energy or other services, or to satisfy delivery obligations, from all or part of a generation 
resource undergoing an approved Generator Planned Outage. If the Office of the Interconnection 
determines that approval of a Generator Planned Outage would significantly affect the reliable 
operation of the PJM Control Area, the Office of the Interconnection may withhold approval or 
withdraw a prior approval. Approval for a Generator Planned Outage of a Capacity Resource 
shall be withheld or withdrawn only as necessary to ensure the adequacy of reserves or the 
reliability of the PJM Control Area in connection with anticipated implementation or avoidance 
of Emergency procedures. If the Office of the Interconnection withholds or withdraws approval, 
it shall coordinate with the Market Participant owning or controlling the resource to reschedule 
the Generator Planned Outage of the Capacity Resource at the earliest practical time. The Office 
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of the Interconnection shall if possible propose alternative schedules with the intent of 
minimizing the economic impact on the Market Participant of a Generator Planned Outage. 

(c) The Office of the Interconnection shall conduct Planned Transmission 
Outage scheduling in accordance with procedures specified in the Transmission Owners 
Agreement and the PJM Manuals. If the Office of the Interconnection determines that 
transmission maintenance schedules proposed by one or more Members would significantly 
affect the efficient and reliable operation of the PIM Control Area, the Office of the 
Interconnection may propose alternative schedules, but such alternative shall minimize the 
economic impact on the Member or Members whose maintenance schedules the Office of 
the Interconnection proposes to modify. 

(d) The Office of the Interconnection shall coordinate resolution of outage or 
other planning conflicts that may give rise to unreliable system conditions. The Members shall 
comply with all maintenance schedules established by the Office of the Interconnection. 

1.9.3 Generator Maintenance Outages 

A Market Participant may request approval for a Generator Maintenance Outage 
of any Capacity Resource from the Office of the Interconnection in accordance with the 
timetable and other procedures specified in the PJM Manuals. The Office of the Interconnection 
shall approve requests for Generator Maintenance Outages for a Capacity Resource unless the 
outage would threaten the adequacy of reserves in, or the reliability of, the PJM Control Area. 
A Market Participant shall not be expected to submit offers for the sale of energy or other 
services, or to satisfy delivery obligations, from a generation resource undergoing an approved 
full or partial Generator Maintenance Outage. 

1.9.4 Forced Outages 

(a) Each Market Seller that owns or controls a pool-scheduled resource, or 
Capacity Resource whether or not pool-scheduled, shall: (i) advise the Office of the 
Interconnection of a Generator Forced Outage suffered or anticipated to be suffered by any such 
resource as promptly as possible; (ii) provide the Office of the Interconnection with the expected 
date and time that the resource will be made available; and (iii) make a record of the events and 
circumstances giving rise to the Generator Forced Outage. A Market Seller shall not be 
expected to submit offers for the sale of energy or other services, or satisfy delivery obligations, 
from a generation resource undergoing a Generator Forced Outage. A Capacity Resource that 
does not deliver all or part of its scheduled energy shall be deemed to have experienced a 
Generator Forced Outage with respect to such undelivered energy, in accordance with standards 
and procedures for full and partial Generator Forced Outages specified in the Reliability 
Assurance Agreement and the PIM Manuals. 
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(b) The Office of the Interconnection shall receive notification of Forced 
Transmission Outages, and information on the return to service, of Transmission Facilities in 
the PJM Control Area in accordance with standards and procedures specified in the Transmission 
Owners Agreement and the PJM Manuals. 

1.9.5 Market Participant Responsibilities. 

Each Market Participant making a bilateral sale covering a period greater than 
the following Operating Day from a generating resource located within the PJM Control Area 
for delivery outside the PJM Control Area shall furnish to the Office of the Interconnection the 
information specified in the PJM Manuals. 

1.9.6 Internal Market Buyer Responsibilities. 

Each Internal Market Buyer making a bilateral purchase covering a period greater 
than the following Operating Day shall furnish to the Office of the Interconnection the 
information specified in the PlM Manuals. Each Internal Market Buyer shall provide the Office 
of the Interconnection with details of any load management agreements with customers that allow 
the Office of the Interconnection to reduce load under specified circumstances. 

1.9.7 Market Seller Responsibilities 

(a) Not less than 30 days before a Market Seller's initial offer to sell energy 
from a given generation resource on the PJM Interchange Energy Market, the Market Seller 
shall furnish to the Office of the Interconnection the information specified in the Offer Data for 
new generation resources. 

(b) Market Sellers authorized and intending to request market-based start-up 
and no-load fees in their Offer Data shall submit a specification of such fees to the Office of 
the Interconnection for each generating unit as to which the Market Seller intends to request 
such fees. Any such specification shall be submitted on or before March 31 for the period April 
I through September 3D, and on or before September 30 for the period October 1 through March 
31, and shall remain in effect without change throughout each such period for which a 
specification was submitted. The Office of the Interconnection shall reject any request for 
start-up and no-load fees in a Market Seller's Offer Data that does not conform to the Market 
Seller's specification on file with the Office of the Interconnection. 

1.9.8 Office of the Interconnection Responsibilities 

(a) The Office of the Interconnection shall perform seasonal operating studies 
to assess the forecasted adequacy of generating reserves and of the transmission system, in 
accordance with the procedures specified in the PJM Manuals. 

The Office of the Interconnection shall maintain and update tables setting forth 
Operating Reserve and other reserve objectives as specified in the PlM Manuals. 
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(c) The Office of the Interconnection shall receive and process requests for 
firm and non-firm transmission service in accordance with procedures specified in the PJM 
Tariff. 

(d) The Office of the Interconnection shall maintain such data and information 
relating to generation and transmission facilities in the PJM Control Area as may be necessary 
or appropriate to conduct the scheduling and dispatch of the PJM Interchange Energy Market 
and PJM Control Area. 

(e) The Office of the Interconnection shall coordinate with other interconnected 
Control Area as necessary to manage, alleviate or end an Emergency. 

1.10 Scheduling. 

The following scheduling procedures and principles shall govern the commitment of 
resources to the PJM Interchange Energy Market over a period extending from one week to 
one day prior to the Operating Day that transactions are to take place. Scheduling encompasses 
the day-ahead and hourly scheduling process, through which the Office of the Interconnection 
determines, based on changing forecasts of conditions and actions by Market Participants and 
system constraints, a plan to serve the hourly energy and reserve requirements of the Internal 
Market Buyers and the purchase requests of the External Market Buyers in the least costly 
manner, subject to maintaining the reliability of the PJM Control Area. Scheduling shall be 
conducted as specified below, subject to the following condition. If the Office of the 
Interconnection's forecast for the next seven days projects a likelihood of Emergency conditions, 
the Office of the Interconnection may commit, for all or part of such seven day period, to the 
use of generation resources with notification or start-up times greater than one day as necessary 
in order to alleviate or mitigate such Emergency, in accordance with the Market Sellers' offers 
for such units for such periods and the specifications in the P JM Manuals. 

1.10.1 Day-Ahead Scheduling. 

The following actions shall occur not later than 12:00 noon on the day before the 
Operating Day for which transactions are being scheduled. 

(a) Each Internal Market Buyer shall submit to the Office of the 
Interconnection forecasts of its customer loads for the next Operating Day as required by the 
PJM Manuals. If an Internal Market Buyer expects to curtail load at a specific Dispatch Rate, 
it should specify the Dispatch Rate and estimated load curtailment. 

(b) An ExtcmaJ Market Buyer shall submit to the Office of the Interconnection 
requests to purchase specified ~ of energy for each hour of the Operating Day during 
which it intends to purchase froallhe PJM Interchange Energy Market, along with Dispatch Rate 
levels above which it does not ~ to purchase, in accordance with the specifications set forth 
in the PJM Manuals. 
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Each Generating Market Buyer shall submit to the Office of the Interconnection: 
(i) hourly schedules for resource increments, including hydropower units, self-scheduled by the 
Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at which each such 
self-scheduled resource will disconnect or reduce output, or confirmation of the Market Buyer's 
intent not to reduce output. 

(d) All Market Participants shall submit to the Office of the Interconnection 
schedules for any bilateral transactions involving use of generation or Transmission Facilities 
as specified below, and shall inform the Office of the Interconnection if the parties to the 
transaction are not willing to incur Transmission Congestion Charges in order to complete any 
such scheduled bilateral transaction. Scheduling of bilateral transactions shall be conducted in 
accordance with the specifications in the PJM Manuals and the following requirements: 

i) Internal Market Buyers shall submit schedules for all bilateral purchases 
for delivery within the PJM Control Area, whether from generation 
resources inside or outside the PlM Control Area; 

ii) Market Sellers shall submit schedules for bilateral sales to entities outside 
the PJM Control Area from generation within the PJM Control Area; and 

iii) In addition to the foregoing schedules for bilateral transactions, Market 
Participants shall submit confirmations of each scheduled bilateral 
transaction from each other party to the transaction in addition to the party 
submitting the schedule, or the adjacent Control Area. 

(e) Market Sellers wishing to sell on the PJM Interchange Energy Market shall 
submit offers for the supply of energy (including energy from hydropower units), Regulation, 
Operating Reserves or other services for the following Operating Day. Offers shall be submitted 
to the Office of the Interconnection in the form specified by the Office of the Interconnection 
and shall contain the information specified in the Office of the Interconnection's Offer Data 
specification, as applicable. Market Sellers owning or controlling the output of a Capacity 
Resource that has not been rendered unavailable by a Generation Planned Outage, a Generator 
Maintenance Outage, or a Generation Forced Outage shall submit offers for the available 
capacity of such Capacity Resource, including any portion that is self-scheduled by the 
Generating Market Buyer claiming the resource as a Capacity Resource. The submission of 
offers for resource increments that are not Capacity Resources shall be optional, but any such 
offers must contain the information specified in the Office of the Interconnection's Offer Data 
specification, as applicable. Energy offered from generation resources that are not Capacity 
Resources shall not be supplied from resources that are included in or otherwise committed to 
supply the Operating Reserves of another Control Area. The foregoing offers: 
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Shall specify the amounts and prices for the entire Operating Day for each 
resource component offered by the Market Seller to the Office of the 
Interconnection; 

iii) If based on energy from a specific generating unit, may specify start-up 
and no-load fees equal to the specification of such fees for such unit on 
file with the Office of the Interconnection; 

iv) Shall set forth any special conditions upon which the Market Seller 
proposes to supply a resource increment, including any curtailment rate 
specified in a bilateral contract for the output of the resource, or any 
cancellation fees; 

v) May include a schedule of offers for prices and operating data contingent 
on acceptance by the deadline specified in this Schedule, with a second 
schedule applicable if accepted after the foregoing deadline; 

vi) Shall constitute an offer to submit the resource increment to the Office of 
the Interconnection for scheduling and dispatch in accordance with the 
terms of the offer, which offer shall remain open through the Operating 
Day for which the offer is submitted; 

vii) Shall be final as to the price or prices at which the Market Seller proposes 
to supply energy or other services to the PJM Interchange Energy Market, 
such price or prices being guaranteed by the Market Seller for the period 
extending through the end of the following Operating Day; and 

viii) Shall not exceed an energy offer price of $1,OOO/megawatt-hour. 

(f) A Market Seller that wishes to sell Regulation service shall submit an offer 
for Regulation that shall specify the MW of Regulation being offered and the Regulation Class 
from which such Regulation is being offered. The range of costs defining Regulation Classes, 
and the average cost for each Regulation Class, shall be determined periodically by the Office 
of the Interconnection on the basis of prior energy bid prices and appropriate fuel indices, in 
accordance with procedures specified in the PJM Manuals. Qualified Regulation capability must 
satisfy the verification tests specified in the PJM Manuals. 

(g) Each Market Seller owning or controlling the output of a Capacity 
Resource shall submit a forecast of the availability of each such Capacity Resource for the next 
seven days. A Market Seller (i) may submit a non-binding forecast of the price at which it 
expects to offer a generation resource increment to the Office of the Interconnection over the 
next seven days, and (ii) shall submit a binding offer for energy, along with start-up and no-load 
fees, if any, for the next seven days or part thereof, for any generation resource with minimum 
notification or start-up requirement greater than 24 hours. 
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(h) Each offer by a Market Seller of a Capacity Resource shall remain in effect 
for subsequent Operating Days until superseded or canceled. 

The Office of the Interconnection shall post on the PJM Open Access Same-time 
Information System its estimate of the combined hourly load of the Market Buyers for the next 
four days, and peak load forecasts for an additional three days. 

1.10.2 Pool-Scheduled Resources. 

Pool-scheduled resources shall be governed by the following principles and 
procedures. 

(a) Pool-scheduled resources shall be selected by the Office of the 
Interconnection on the basis of the prices offered for energy and related services, start-up, 
no-load and cancellation fees, and the specified operating characteristics, offered by Market 
Sellers to the Office of the Interconnection by the 12:00 noon offer deadline. 

(b) A resource that is scheduled by a Market Participant to support a bilateral 
sale, or that is self-scheduled by a Generating Market Buyer, shall not be selected by the Office 
of the Interconnection as a pool-scheduled resource except in an Emergency. 

(c) Market Sellers offering energy from hydropower or other facilities with 
fuel or environmental limitations may submit data to the Office of the Interconnection that is 
sufficient to enable the Office of the Interconnection to determine the available operating hours 
of such facilities. 

(d) The Market Seller of a resource selected as a pool-scheduled resource shall 
receive payments or credits for energy or related services, or for start-up and no-load fees, from 
the Office of the Interconnection on behalf of the Market Buyers in accordance with Section 3 
to this Agreement. Alternatively, the Market Seller shall receive any cancellation fee reflected 
in the Market Seller's offer in lieu of start-up and no-load fees, if any, jf the Office of the 
Interconnection cancels its selection of the resource as a pool-scheduled resource and so notifies 
the Market Seller before the resource is synchronized. 

(e) Market Participants shall make available their pool-scheduled resources 
to the Office of the Interconnection for coordinated operation to supply the needs of the PJM 
Control Area for Operating Reserves. 

1.10.3 Self-scheduled Resources. 

Self-scheduled resources shall be governed by the following principles and 
procedures. 

(a) Each Generating Market Buyer shall use all reasonable efforts, consistent 
with Good Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 
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(b) The offered prices of resources that are self-scheduled, or otherwise not 
following the dispatch orders of the Office of the Interconnection, shall not be considered by 
the Office of the Interconnection in determining Locational Marginal Prices. 

(c) Market Participants shall make available their self-scheduled resources to 
the Office of the Interconnection for coordinated operation to supply the needs of the PJM 
Control Area for Operating Reserves. 

1.10.4 Capacity Resources. 

1.10.4 A Capacity Resource selected as a pool-scheduled resource shall be made 
available for scheduling and dispatch at the direction of the Office of the Interconnection. A 
Capacity Resource that does not deliver energy as scheduled shall be deemed to have 
experienced a Generator Forced Outage to the extent of such energy not delivered. 

(b) Energy from a Capacity Resource that has not been selected as a 
pool-scheduled resource may be sold on a bilateral basis by the Market Seller, or may be 
self-scheduled. A Capacity Resource that has not been selected as a pool-scheduled resource 
and that has been sold on a bilateral basis must be made available upon request to the Office of 
the Interconnection for scheduling and dispatch if the Office of the Interconnection declares a 
Maximum Generation Emergency. Any such resource so scheduled and dispatched shall receive 
the applicable Locational Marginal Price for energy delivered. 

(c) A Capacity Resource that has been self-scheduled shall not receive 
payments or credits for start-up or no-load fees. 

1.10.5 External Resources. 

(a) External Resources may submit offers to the PJM Interchange Energy 
Market, in accordance with the day-ahead scheduling process specified above. An External 
Resource selected as a pool-scheduled resource shall be made available for scheduling and 
dispatch at the direction of the Office of the Interconnection, and except as specified below shall 
be compensated on the same basis as other pool-scheduled resources. External Resources that 
are not capable of dynamic dispatch shall, if selected by the Office of the Interconnection on the 
basis of the Market Seller's Offer Data, be block loaded on an hourly scheduled basis. Market 
Sellers shall offer External Resources to the PJM Interchange Energy Market on either a 
resource-specific or an aggregated resource basis. 

(b) Offers for External Resources from an aggregation of two or more 
generating units shall so indicate, and shall specify, in accordance with the Offer Data 
requirements specified by the Office of the Interconnection: (i) energy prices; (ii) hours of 
energy availability; (iii) a minimum dispatch level; (iv) a maximum dispatch level; and (v) unless 
such information has previously been made available to the Office of the Interconnection, 
sufficient information, as specified in the PJM Manuals, to enable the Office of the 
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Interconnection to model the flow into the PJM Control Area of any energy from the External 
Resources scheduled in accordance with the Offer Data. If a Market Seller submits more than 
one offer on an aggregated resource basis, the withdrawal of any such offer shall be deemed a 
withdrawal of all higher priced offers for the same period. A Market Seller offering energy 
from External Resources on an aggregated basis and that does not deliver energy as scheduled 
by the Office of the Interconnection shall be assessed a non-delivery charge as specified below. 

(c) Offers for External Resources on a resource-specific basis shall specify 
the resource being offered, along with the information specified in the Offer Data as applicable. 
A Market Seller offering an External Resource on a resource-specific basis that does not deliver 
energy as scheduled by the Office of the Interconnection shall be assessed a non-delivery charge 
as specified below, unless the resource being offered has suffered a Generator Forced Outage. 
The burden shall be on the Market Seller to demonstrate to the reasonable satisfaction of the 
Office of the Interconnection that the resource being offered has experienced a Generator Forced 
Outage. 

(d) Subject to the conditions specified in this paragraph, the non-delivery 
charge for External Resources that do not deliver energy as scheduled shall be calculated hourly 
as follows: Pro-rated start-up plus hourly no-load fees specified in the Offer Data + [offered 
minimum dispatch level x (Locational Marginal Price - offered energy price) x 110%]. For 
purposes of the foregoing calculation: (i) the Locational Marginal Price shall be the Locational 
Marginal Price at the buses at which the energy from the External Resource should have been 
delivered to the PJM Control Area; (ii) if the Locationai Marginal Price less the offered energy 
price is less than zero, this difference shall be set to zero; and (iii) start-up and no-load fees shall 
be subject to the requirements of this Schedule. Payments or credits for non-delivery charges 
shall be used by the Office of the Interconnection to reduce or offset PJM Control Area costs 
for Operating Reserves. 

1.10.6 External Market Buyers. 

(a) Deliveries to an External Market Buyer not subject to dynamic dispatch 
by the Office of the Interconnection shall be delivered on a block loaded basis to the load bus 
or busses at the border of the PIM Control Area, or in the PJM Control Area with respect to 
an External Market Buyer's load within the PJM Control Area not served by Network Service, 
at which the energy is delivered to or for the External Market Buyer. External Market Buyers 
shall be charged the Locationai Marginal Price for energy at the foregoing load bus or busses. 

(b) An External Market Buyer's hourly schedules for energy purchased from 
the PJM Interchange Energy Market shall conform to the ramping and other applicable 
requirements of the interconnection agreement between the PJM Control Area and the Control 
Area to which, whether as an intermediate or fina1 point of delivery, the purchased energy will 
initially be delivered. 

Revised: June 2,1997 
Effective: 



PJM Regional Transmission Owners Open Access Transmission Tariff 
Original Sheet No. 153 

(c) The Office of the Interconnection shall curtail deliveries to an External 
Market Buyer if necessary to maintain appropriate reserve levels for the PJM Control Area as 
defined in the PJM Manuals, or to avoid shedding load in the PJM Control Area. 

(d) An External Market Buyer that does not take delivery of the amounts of 
energy specified in its request to purchase shall be assessed a non-delivery charge, or if using 
Point-to-Point service within the PJM Control Area shall pay for imbalance service as specified 
in the Tariff. The non-delivery charge shall be calculated as the summation for all applicable 
busses of the product of (i) the Locational Marginal Price at each load bus at which delivery 
was not taken, times (ii) the amount of energy not taken each hour at such bus. The 
non-delivery charge shall not apply to deliveries curtailed by the Office of the Interconnection 
in accordance with this Schedule, or for periods when the Dispatch Rate exceeds the maximum 
value specified by the External Market Buyer in accordance with this Schedule. Payments or 
credits for non-delivery charges shall be used by the Office of the Interconnection to reduce or 
offset PJM Control Area costs for Operating Reserves. 

Bilateral Transactions. 

Bilateral transactions as to which the parties have notified the Office of the 
Interconnection by 12:00 p.m. of the day before the Operating Day that they are not willing to 
incur Transmission Congestion Charges shall be curtailed by the Office of the Interconnection 
as necessary to reduce or al1eviate transmission congestion. Bilateral transactions willing to 
incur congestion charges shall continue to be implemented during periods of congestion, except 
as may be necessary to respond to Emergencies. 
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1.10.8 Office of the Interconnection Responsibilities. 

(a) The Office of the Interconnection shall use its best efforts to determine 
the least-cost means of satisfying the projected hourly requirements for energy, Operating 
Reserves, and other ancillary services of the Market Buyers, including the reliability 
requirements of the PJM Control Area. In making this determination, the Office of the 
Interconnection shall take into account: (i) the Office of the Interconnection's forecasts of PJM 
Interchange Energy Market and PJM Control Area energy requirements, giving due 
consideration to the energy requirement forecasts and purchase requests submitted by Market 
Buyers; (ii) the offers submitted by Market Sellers; (iii) the availability of limited energy 
resources; (iv) the capacity, location, and other relevant characteristics of self-scheduled 
resources; (v) the objectives of the PJM Control Area for Operating Reserves, as specified in 
the PJM Manuals; (vi) the requirements of the PJM Control Area for Regulation and other 
ancillary services, as specified in the PJM Manuals; (vii) the benefits of avoiding or minimizing 
transmission constraint control operations, as specified in the PlM Manuals; and (viii) such other 
factors as the Office of the Interconnection reasonably concludes are relevant to the foregoing 
determination. The Office of the Interconnection shall develop a schedule of generation 
resources based on the foregoing determination. The Office of the Interconnection shall report 
the planned schedule for a hydropower resource to the operator of that resource as necessary for 
plant safety and security, and legal limitations on pond elevations. 

(b) Not later than 4:00 p.m. of the day before each Operating Day, or such 
earlier deadline as may be specified by the Office of the Interconnection in the PJM Manuals, 
the Office of the Interconnection shall: (i) post on the PlM Open Access Same-time Information 
System its forecast of the location and duration of any expected transmission congestion, and of 
the range of differences in Locational Marginal Prices between major subareas of the PJM 
Control Area expected to result from such transmission congestion; and (ii) inform each Market 
Seller whether its offer or offers have been accepted. 

(c) The Office of the Interconnection shall revise its schedule of generation 
resources to reflect updated projections of load, conditions affecting electric system operations 
in the PJM Control Area, the availability of and constraints on limited energy and other 
resources, transmission constraints, and other relevant factors. The Office of the Interconnection 
shall post on the PlM Open Access Same-time Information System at times specified in the PJM 
Manuals a revised forecast of the location and duration of any expected transmission congestion, 
and of the range of differences in Locational Marginal Prices between major subareas of the 
PJM Control Area expected to result from such transmission congestion. 

Revised: June 2,1997 
Effective: 



PJM Regional Transmission Owners Open Access Transmission Tariff 
Original Sheet No. 155 

1.10.9 Hourly Scheduling 

1.10.9 Following the initial posting of the Office of the Interconnection's 
transmission congestion forecast, and subject to the right of the Office of the Interconnection to 
schedule and dispatch pool-scheduled resources and to direct that schedules be changed in an 
Emergency, and provided that the Office of the Interconnection is notified not later than the 
deadline specified in the PlM Manuals, a Market Participant may adjust the schedule of a 
resource under its dispatch control on an hour-to-hour basis beginning at the time specified in 
the PJM Manuals, as follows: 

i) A Generating Market Buyer may self-schedule any of its resource 
increments, including hydropower resources, not previously designated 
as self-scheduled and not selected as a pool-scheduled resource; 

ii) A Market Participant may request the scheduling of a non-firm bilateral 
transaction; or 

iii) A Generating Market Buyer may remove from service a resource 
increment, including a hydropower resource, that it had previously 
designated as self-scheduled, provided that the Office of the 
Interconnection shall have the option to schedule energy from any such 
resource increment that is a Capacity Resource at the price offered in the 
scheduling process, with no obligation to pay any start-up fee. 

(b) An External Market Buyer may refuse delivery of some or all of the 
energy it requested to purchase by notifying the Office of the Interconnection of the adjustment 
in deliveries not later than 60 minutes prior to the hour in which the adjustment is to take effect. 
Any such refusal of delivery shall be subject to non-delivery charges in accordance with this 
Schedule. 

1.11 Dispatch. 

The following procedures and principles shall govern the dispatch of the resources 
available to the Office of the Interconnection. 

Revised: June 2, 1997 
Effective: 



PJM Regional Transmission Owners Open Access Transmission Tariff 
Original Sheet No. 156 

1.11.1 Resource Output. 

The Office of the Interconnection shall have the authority to direct any Market 
Seller to adjust the output of any pool-scheduled resource increment within the operating 
characteristics specified in the Market Seller's offer. The Office of the Interconnection may 
cancel its selection of, or otherwise release, pool-scheduled resources, subject to an obligation 
to pay any applicable start-up, no-load or cancellation fees. The Office of the Interconnection 
shall adjust the output of pool-scheduled resource increments as necessary: (a) to maintain 
reliability, and subject to that constraint, to minimize the cost of supplying the energy, reserves, 
and other services required by the Market Buyers and the operation of the PJM Control Area; 
(b) to balance load and generation, maintain scheduled tie flows, and provide frequency support 
within the PJM Control Area; and (c) to minimize unscheduled interchange not frequency related 
between the PJM Control Area and other Control Areas. 

Operating Basis. 

In carrying out the foregoing objectives, the Office of the Interconnection shall 
conduct the operation of the PJM Control Area in accordance with the PJM Manuals, and shall: 
(i) utilize available generating reserves and obtain required replacements; and (ii) monitor the 
availability of adequate reserves. 

1.11.3 Pool-dispatched Resources 

(a) The Office of the Interconnection shall implement the dispatch of energy 
from pool-scheduled resources with limited energy by direct request. In implementing 
mandatory or economic use of limited energy resources, the Office of the Interconnection shall 
use its best efforts to select the most economic hours of operation for limited energy resources, 
in order to make optimal use of such resources consistent with the dynamic load-following 
requirements of the PJM Control Area and the availability of other resources to the Office of 
the Interconnection. 

(b) The Office of the Interconnection shall implement the dispatch of energy 
from other pool-dispatched resource increments, including generation increments from Capacity 
Resources the remaining increments of which are self-scheduled, by sending appropriate signals 
and instructions to the entity controlling such resources, in accordance with the PJM Manuals. 
Each Market Seller shall ensure that the entity controlling a pool-dispatched resource offered or 
made available by that Market Seller complies with the energy dispatch signals and instructions 
transmitted by the Office of the Interconnection. 
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1.11.4 Regulation 

(a) A Market Buyer may satisfy its Regulation obligation from its own 
resources capable of performing Regulation service, by contractual arrangements with other 
Market Participants able to provide Regulation service, or by purchases from the PJM 
Interchange Energy Market. 

(b) The Office of the Interconnection shall obtain Regulation service from the 
least-cost alternatives available from either pool-scheduled or self-scheduled resources as needed 
to meet PJM Control Area requirements not otherwise satisfied by the Market Buyers. 

(c) The Office of the Interconnection shall dispatch resources for Regulation 
by sending Regulation signals and instructions to resources from which Regulation service has 
been offered by Market Sellers, in accordance with the PJM Manuals. Market Sellers shall 
comply with Regulation dispatch signals and instructions transmitted by the Office of the 
Interconnection and, in the event of conflict, Regulation dispatch signals and instructions shall 
take precedence over energy dispatch signals and instructions. Market Sellers shall exert all 
reasonable efforts to operate, or ensure the operation of, their resources supplying load in the 
PJM Control Area as close to desired output levels as practical, consistent with Good Utility 
Practice. 

PJM Open Access Same-time Information System. 

The Office of the Interconnection shall update the information posted on the PJM 
Open Access Same-time Information System to reflect its dispatch of generation resources. 
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2.CALCULATIONOF LOCA TIONALMARGINAL PRICES 

2.1 Introduction. 

The Office of the Interconnection shall calculate the price of energy at the load busses 
and generation busses in the PJM Control Area and at the interface busses between the PJM 
Control Area and adjacent Control Areas on the basis of Locational Marginal Prices. Locational 
Marginal Prices determined in accordance with this Section shall be calculated every five 
minutes and integrated hourly values of such calculations shall be the basis of sales and 
purchases of energy in the PlM Interchange Energy Market and of Transmission Congestion 
Charges under the PJM Tariff. 

2.2 General. 

The Office of the Interconnection shall determine the least cost security-constrained 
dispatch, which is the least costly means of serving load at different locations in the PJM 
Control Area based on actual operating conditions existing on the power grid and on the prices 
at which Market Sellers have offered to supply energy in the PIM Interchange Energy Market. 
Locational Marginal Prices for the generation and load busses in the PJM Control Area, 
including interconnections with other Control Areas, will be calculated based on the actual 
economic dispatch and the prices of energy offers. The process for the determination of 
Locational Marginal Prices shall be as follows: 

(a) To determine actual operating conditions on the power grid in the PJM Control 
Area, the Office of the Interconnection shall use a computer model of the interconnected grid 
that uses available metered inputs regarding generator output, loads, and power flows to model 
remaining flows and conditions, producing a consistent representation of power flows on the 
network. The computer model employed for this purpose, referred to as the State Estimator 
program, is a standard industry tool and is described in Section 2.3 below. It will be used to 
obtain information regarding the output of generation supplying energy to the PIM Control Area, 
loads at buses in the PlM Control Area, transmission losses, and power flows on binding 
transmission constraints for use in the calculation of Locational Marginal Prices. Additional 
information used in the calculation, including Dispatch Rates and real time schedules for external 
transactions between PlM and other Control Areas, will be obtained from the Office of the 
Interconnection's dispatchers. 

(b) Using the prices at which energy is offered by Market Sellers to the PJM 
Interchange Energy Market, the Office of the Interconnection shall determine the offers of 
energy that will be considered in the calculation of Locational Marginal Prices. As described 
in Section 2.4 below, every offer of energy by a Market Seller from a resource that is following 
economic dispatch instructions of the Office of the Interconnection will be utilized in the 
calculation of Locational Marginal Prices. 
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(c) Based on the system conditions on the PJM power grid, determined as described 
in (a), and the eligible energy offers, determined as described in (b), the Office of the 
Interconnection shall determine the least costly means of obtaining energy to serve the next 
increment of load at each bus in the PJM Control Area, in the manner described in Section 2.5 
below. The result of that calculation shall be a set of Locational Marginal Prices based on the 
system conditions at the time. 

2.3 Determination of System Conditions Using the State Estimator. 

Power system operations, including, but not limited to, the determination of the least 
costly means of serving load, depend upon the availability of a complete and consistent 
representation of generator outputs, loads, and power flows on the network. In calculating 
Locational Marginal Prices, the Office of the Interconnection shall obtain a complete and 
consistent description of conditions on the electric network in the PJM Control Area by using 
the most recent power flow solution produced by the State Estimator, which is also used by the 
Office of the Interconnection for other functions within power system operations. The State 
Estimator is a standard industry tool that produces a power flow model based on available real
time metering information, information regarding the current status of lines, generators, 
transformers, and other equipment, bus load distribution factors, and a representation of the 
electric network, to provide a complete description of system conditions, including conditions 
at busses for which real-time information is unavailable. The current version of the State 
Estimator includes over 1600 busses in the PJM Control Area, as well as interface busses with 
adjacent Control Areas. The Office of the Interconnection shall obtain a State Estimator solution 
every five minutes, which shall provide the megawatt output of generators and the loads at 
busses in the PJM Control Area, transmission line losses, and actual flows or loadings on 
constrained transmission facilities. External transactions between PJM and other Control Areas 
shall be included in the Locational Marginal Price calculation on the basis of the real time 
transaction schedules implemented by the Office of the Interconnection's dispatcher. 

2.4 Determination of Energy Offers Used in Calculating Locational Marginal 
Prices. 

(a) To determine the energy offers submitted to the PJM Interchange Energy Market 
that shall be used to calculate the Locational Marginal Prices, the Office of the Interconnection 
shall determine which resources are following its economic dispatch instructions. A resource 
will be considered to be following economic dispatch instructions and shall be included in the 
calculation of Locational Marginal Prices if: 
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i) the price bid by a Market Seller for energy from the resource is less than 
or equal to the Dispatch Rate for the area of the PJM Control Area in 
which the resource is located; or 
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ii) the resource is specifically requested to operate by the Office of the 
Interconnection's dispatcher. 

(b) In determining whether a resource satisfies the condition described in (a), the 
Office of the Interconnection will determine the bid price associated with an energy offer by 
comparing the actual megawatt output of the resource with the Market Seller's offer price 
curve. Because of practical generator response limitations, a resource whose megawatt output 
is not ten percent more than the megawatt level specified on the offer price curve for the 
applicable Dispatch Rate shall be deemed to be following economic dispatch instructions, but 
the energy price offer used in the calculation of Locational Marginal Prices shall not exceed the 
applicable Dispatch Rate. Units that must be run for local area protection shall not be 
considered in the calculation of Locational Marginal Prices. 

2.5 Calculation of Locational Marginal Prices. 

(a) The Office of the Interconnection shall determine the least costly means of 
obtaining energy to serve the next increment of load at each bus in the PJM Control Area 
represented in the State Estimator and each interface bus between the PIM Control Area and an 
adjacent Control Area, based on the system conditions described by the most recent power flow 
solution produced by the State Estimator program and the energy offers determined to be eligible 
for consideration under Section 2.4. This calculation shall be made by applying an incremental 
linear optimization method to minimize energy costs, given actual system conditions, a set of 
energy offers, and any binding transmission constraints 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 Locational Marginal Price at that bus. 

(b) 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 
Locational Marginal 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 Locational 
Marginal Prices for that hour, which will determine prices in the PJM Interchange Energy 
Market and Transmission Congestion Costs under the PJM Tariff. 
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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 Fixed 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 locational marginal pricing. The Office of the Interconnection 
shall report the results of its evalnation to the Market Participants, along with its 
recommendations, if any, for changes in the procedures. 
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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 PIM Interchange Energy Market and for the operation of 
the PIM Control Area. 

3.2 Market Buyers. 

3.2.1 Spot Market Energy. 

(a) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall calculate the load payment for each Market Buyer's load bus. The load 
payment at each bus shall be the product of the Market Buyer's megawatts of load at such load 
bus in the hour times the Locational Marginal Price at the bus. The megawatts of load at each 
load bus shall be the sum of the megawatts of load for that bus of that Market Buyer as 
determined by the State Estimator, plus an allocated share of transmission losses, plus any 
megawatts of that Market Buyer's bilateral sales to purchasers outside the PIM Control Area 
attributable to that bus. The total load payment for each Market Buyer shall be the sum of the 
load payments for each of a Market Buyer's load busses. 

(b) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall calculate the generation revenue for each Generating Market Buyer's 
generation bus. The generation revenue at each generation bus shall be the product of the 
Generating Market Buyer's megawatts of generation at such generation bus in the hour times 
the Locational Marginal Price at the bus. The megawatts of generation at each generation bus 
shall be the sum of the megawatts of generation for that bus of that Generating Market Buyer 
as determined by the State Estimator, plus any megawatts of bilateral purchases of that 
Generating Market Buyer from sellers outside the PIM Control Area attributable to that bus. 
The total generation revenue for each Generating Market Buyer shall be the sum of the 
generation revenues for each of the Generating Market Buyer's generation busses. 

(c) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall calculate a net bill for each Market Buyer, determined as the difference 
between its total load payment and its total generation revenue. The portions of the net bill 
attributable to net hourly PIM Interchange and to Transmission Congestion Charges shall be 
determined as set forth below. 

(d) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall calculate the total amount of net hourly PIM Interchange for each Market 
Buyer, including Generating Market Buyers, in accordance with the PIM Manuals. For Internal 
Market Buyers, this calculation shall include determination of the net energy flows from: (i) tie 
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lines; (ii) any generation resource the output of which is controlled by the Market Buyer but 
delivered to it over another entity's Transmission Facilities; (iii) any generation resource the 
output of which is controlled by another entity but which is directly interconnected with the 
Market Buyer's transmission system; (iv) 500 kV transmission losses; (v) deliveries pursuant 
to bilateral energy sales; (vi) receipts pursuant to bilateral energy purchases; (vii) Inadvertent 
Interchange allocated to the Market Buyer; and (viii) the Market Buyer's allocated share of 
energy purchased from another Control Area in connection with a Minimum Generation 
Emergency in such other Control Area as specified in Section 3.2.6(c). For External Market 
Buyers, this calculation shall determine the energy delivered pursuant to the External Market 
Buyer's purchase request. 

(e) The Office of the Interconnection shall calculate Locational Marginal 
Prices for each load and generation bus in the PJM Control Area, in accordance with Section 
2 of this Schedule. 

(f) An Internal Market Buyer shall be charged for Spot Market Energy 
purchases to the extent of its hourly net PJM Interchange Imports, determined as specified 
above. An External Market Buyer shall be charged for its Spot Market Energy purchases based 
on the energy delivered to it, determined as specified above. The Office of the Interconnection 
shall calculate an hourly weighted average Locational Marginal Price for each such Market 
Buyer, based on the Locational Marginal Price at each load bus and the Market Buyer's load 
at that bus. The total charge shall be the Market Buyer's total net PJM Interchange Imports 
times the weighted average Locational Marginal Price. 

(g) A Generating Market Buyer shall be credited as a Market Seller for sales 
of Spot Market Energy to the extent of its hourly net PJM Interchange Exports, determined as 
specified above. The total credit shall be the sum of the credits determined by the product of 
(i) the hourly net amount of energy of PJM Interchange Exports at the applicable generation 
bus from each of the Generating Market Buyer's generation resources determined to be making 
such deliveries, times (ii) the hourly Locational Marginal Price at that generation bus. If the 
Office of the Interconnection dispatches energy to serve load in the PJM Control Area, the 
pool-dispatched generation resources determined to be making deliveries into PIM Interchange 
of such Generating Market Buyer shall be those that have the highest Locational Marginal Prices 
of the Market Seller's generation resources. 

(h) If energy in excess of a Generating Market Buyer's Equivalent Load flows 
to the PJM Control Area from a self-scheduled resource, the Generating Market Buyer shall 
receive a payment or credit for such excess energy at a rate equal to the lesser of (i) 95 % of the 
Locational Marginal Price at the delivery bus for such energy, or (ii) the Locational Marginal 
Price at the delivery bus for such energy if the Locational Marginal Price is negative. For 
purposes of the foregoing calculation, such excess energy shall be deemed to have been delivered 
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from the Generating Market Buyer's self-scheduled resource or resources with the lowest 
Locational Marginal Price or Prices at the time of delivery. Revenues attributable to the 
difference between the market clearing price in the PJM Interchange Energy Market and 
payments or credits for excess energy from self-scheduled resources shall be used by the Office 
of the Interconnection to reduce or offset PJM Control Area costs for Operating Reserves. 

3.2.2 Regulation. 

(a) Each Internal Market Buyer shall have an hourly Regulation objective 
equal to its pro rata share of the PJM Control Area Regulation requirements for the hour. based 
on the Market Buyer's total load in the PJM Control Area for the hour. 

A Generating Market Buyer supplying Regulation at the direction of the Office 
of the Interconnection in excess of its hourly Regulation obligation shall be credited for each 
increment of such Regulation at the price in that hour for the Regulation Class from which the 
Regulation was supplied, as determined by the Office of the Interconnection in accordance with 
procedures specified in the PJM Manuals. An Internal Market Buyer that does not meet its 
hourly Regulation obligation shall be charged for Regulation dispatched by the Office of the 
Interconnection to meet such obligation at the average price paid by the Office of the 
Interconnection for Regulation. 

3.2.3 Operating Reserves. 

(a) A Market Seller's pool-scheduled resources capable of providing operating 
reserves shall be credited as specified below based on the prices offered for the operation of such 
resource, provided that the resource was available for the entire time specified in the Offer Data 
for such resource. 

(b) At the end of each Operating Day. the following determination shall be 
made for each synchronized pool-scheduled resource of each Market Seller: the total offered 
price for start-up and no-load fees and Spot Market Energy. determined on the basis of the 
resource's actual output or available and requested time and type of operation. shall be 
compared to the total value of that resource's Spot Market Energy. If the total offered price 
exceeds the total value, the difference shall be credited to the Market Seller. Market Sellers 
shall also be credited on the basis of their offered prices for synchronized condensing for any 
hydropower or combustion turbine units operated as synchronous condensers at the request of 
Office of the Interconnection but producing no energy. 

(c) The sum of the foregoing credits, plus any cancellation fees paid in 
accordance with Section 1.10.2(d), less any amounts received in accordance with Sections 
1.10.5(d), 1.l0.6(d) and 3.2. 1 (h) of this ScheIIIde and payments received from another Control 
Area for Operating Reserves or from users of Point-to-Point Transmission Service within the 
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PJM Control Area for imbalance service, shall be the cost of Operating Reserves for the PJM 
Control Area for each Operating Day. 

(d) The cost of Operating Reserves for each Operating Day shall be allocated 
and charged to each Market Buyer in proportion to its total load during that Operating Day in 
the PJM Control Area. 

3.2.4 Transmission Congestion. 

Each Market Buyer shall be charged or credited for Transmission Congestion 
Charges as specified in Section 5 of this Schedule. 

3.2.5 Transmission Losses. 

(a) Whenever the Office of the Interconnection has in place appropriate 
computer hardware, software, and other necessary resources to account for marginal losses in 
the dispatch of energy and the calculation of Locational Marginal Prices, loss accounting shall 
be determined on that basis, and the provisions of this Section shall be revised accordingly. 
Until such time, the following accounting provisions for losses shall apply. 

Each Internal Market Buyer shall be credited in an amount equal to its pro rata 
share of the hourly total amounts collected from Transmission Customers either as charges for 
transmission losses in the PJM Control Area as specified in Section 3.4.2 or for transmission 
losses supplied in kind in accordance with Section 3.4.2(c) based on the Locational Marginal 
Price at the interface where such losses were delivered. This credit shall be determined by the 
ratio of the Internal Market Buyer's total hourly load, divided by the total hourly load in the 
PJM Control Area. 

(c) PJM Control Area 500 kV losses shall be allocated to each Internal Market 
Buyer in proportion to its hourly load in the PJM Control Area. 

3.2.6 Emergency Energy. 

(a) Internal Market Buyers shall be allocated a proportionate share of the net 
cost of Emergency energy purchased by the Office of the Interconnection. Such allocated share 
shall be determined in proportion to the amount of net PJM Interchange Imports by each Internal 
Market Buyer during the hour of each such energy purchase. 

(b) Net revenues in excess of Locational Marginal Prices attributable to sales 
of energy in connection with Emergencies to other Control Areas shall be credited to Internal 
Market Buyers in proportion to the amount of net PlM Interchange Imports by each Internal 
Market Buyer during each hour of such energy sales. 

(c) The costs, revenues, and energy associated with hourly energy purchased 
from another Control Area in connection with a Minimum Generation Emergency in such other 
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Control Area, shall be allocated to each Internal Market Buyer in proportion to its load in the 
PJM Control Area during the hour of such purchases. 

3.2.7 Billing. 

(a) The Office of the Interconnection shall prepare a billing statement each 
billing cycle for each Market Buyer in accordance with the charges and credits specified in 
Sections 3.2.1 through 3.2.6 of this Schedule, and showing the net amount to be paid or 
received by the Market Buyer. Billing statements shall provide sufficient detail, as specified in 
the PJM Manuals, to allow verification of the billing amounts and completion of the Market 
Buyer's internal accounting. 

(b) If deliveries to a Market Buyer that has PJM Interchange meters in 
accordance with Section 14 of this Agreement include amounts delivered for a Market 
Participant that does not have PJM Interchange meters separate from those of the metered 
Market Buyer, the Office of the Interconnection shall prepare a separate billing statement for 
the unrnetered Market Participant based on the allocation of deliveries agreed upon between the 
Market Buyer and the urnnetered Market Participant specified by them to the Office of the 
Interconnection. 

3.3 Market Sellers. 

Except as provided in the following sentence, the accounting and billing principles and 
procedures applicable to Generating Market Buyers functioning as Market Sellers shall be as 
set forth in Section 3.2. This Section sets forth the accounting and billing principles and 
procedures applicable to all other Market Sellers, and to Generating Market Buyers functioning 
as Market Sellers with respect to any matters not specified in Section 3.2. 

3.3.1 Spot Market Energy. 

(a) At the end of each hour during an Operating Day, the Office of the 
Interconnection shall determine the total net amount of hourly energy delivered to the PJM 
Control Area by each pool-scheduled or pool-dispatched resource of each Market Seller, in 
accordance with the PJM Manuals and the calculation described in Section 3.2.1(d). 

(b) The Office of the Interconnection shall calculate Locational Marginal 
Prices for each generation and load bus in the PJM Control Area, including the bus at each point 
of interconnection between the PJM Control Area and each adjacent Control Area, in accordance 
with Section 2 of this Schedule. 

(c) A Market Seller shall be credited for sales of Spot Market Energy to the 
extent of its hourly net deliveries of energy to the PJM Control Area from the Market Seller's 
pool-scheduled or pool-dispatc:b.ed resources. For pool-scheduled resources that are External 
Resources, the Office of the Interconnection shall model, based on an appropriate flow analysis, 
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the hourly amounts delivered from each such resource to the corresponding interface point 
between the PJM Control Area and adjacent Control Areas. The total credit for each Market 
Seller shall be the sum of its credits determined by the product of (i) the hourly net amount of 
energy delivered to the PJM Control Area at the applicable generation or interface bus from each 
of the Market Seller's pool-scheduled or pool-dispatched resources, times (ii) the hourly 
Locational Marginal Price at that bus. 

(d) Market Sellers, including Generating Market Buyers, shall be charged for 
non-delivery of Spot Market Energy from resources that are not Capacity Resources, as specified 
in Section 1.1O.5(d) of this Schedule. 

3.3.2 Regulation. 

Each Market Seller that is also an Internal Market Buyer shall have an hourly 
Regulation objective as specified in Section 3.2.2(a), and shall be credited or charged in 
connection therewith as specified in Section 3.2.2(b). All other Market Sellers supplying 
Regulation at the direction of the Office of the Interconnection shall be credited for each 
increment of such Regulation at the price in that hour for the Regulation Class from which the 
Regulation was supplied, as determined by the Office of the Interconnection in accordance with 
procedures specified in the PJM Manuals. 

3.3.3 Operating Reserves. 

A Market Seller shall be credited for its pool-scheduled resources based on the 
prices offered for the operation of such resource, provided that the resource was available for 
the entire time specified in the Offer Data for such resource, in accordance with the procedures 
set forth in Section 3.2.3(b) 

3.3.4 Emergency Energy. 

The costs and net revenues associated with hourly energy sales to other Control 
Areas in connection with a Minimum Generation Emergency in the PJM Control Area shall be 
allocated to Market Sellers in proportion to their sales to the PJM Interchange Energy Market 
from generation resources within the metered boundaries of the PJM Control Area in each hour 
in which such energy was sold to other Control Areas. 

3.3.5 Billing. 

The Office of the Interconnection shall prepare a billing statement each billing 
cycle for each Market Seller in accordance with the charges and credits specified in Sections 
3.3.1 through 3.3.4 of this Schedule, and showing the net amount to be paid or received by the 
Market Seller. Billing statements shall provide sufficient detail, as specified in the PJM 
Manuals, to allow verification of the billing amounts and completion of the Market Seller's 
internal accounting. 
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3.4 Transmission Customers. 

3.4.1 Transmission Congestion. 

Each Transmission Customer shall be charged and credited for Transmission 
Congestion Charges as specified in Section 5 of this Schedule. 

3.4.2 Transmission Losses 

(a) Whenever the Office of the Interconnection has in place appropriate 
computer hardware, software, and other necessary resources to account for marginal losses in 
the dispatch of energy and the calculation of Locational Marginal Prices, loss accounting shall 
be determined on that basis, and the provisions of this Section shall be revised accordingly. 
Until such time, the following accounting provisions for losses shall apply. 

(b) Transmission Customers other than entities that are also Internal Market 
Buyers shall be charged for transmission losses in an amount equal to the product of (i) the 
Transmission Customer's megawatt-hours of deliveries using Point-to-Point Transmission 
Service, times (ii) the appropriate loss factor for deliveries using Point-to-Point Transmission 
Service, times (iii) the weighted average Locational Marginal Price for all load busses in the 
PJM Control Area. The foregoing average hourly loss factor shall be: (i) determined by the 
Office of the Interconnection from time to time as conditions affecting losses shall warrant; (ii) 
calculated separately for on-peak and off-peak hours on the basis of the average ratio of losses 
to load served in each such period; and (iii) determined in accordance with the provisions in the 
PJM Manuals on "Calculation of Losses for Transmission Services. H 

(c) A Transmission Customer may elect to pay for losses in kind, rounded 
off to the nearest whole megawatt, rather than as specified above if its total deliveries in an hour 
using Point-to-Point Transmission Service are greater than 200 megawatts. If it so elects, the 
Transmission Customer's specified source for the energy to be delivered using Point-to-Point 
Transmission Service may be scheduled to supply to the PJM Control Area boundary an amount 
of energy equal to the delivery schedule plus the amount of losses determined by applying the 
appropriate hourly loss factor as specified above to the delivered amount. 

Billing. 

The Office of the Interconnection shall prepare a billing statement each billing 
cycle for each Transmission Customer in accordance with the charges and credits specified in 
Sections 3.4.1 through 3.4.2 of this Schedule, and showing the net amount to be paid or 
received by the Transmission Customer. Billing statements shall provide sufficient detail, as 
specified in the PJM Manuals, to allow verification of the billing amounts and completion of 
the Transmission Customer's internal accounting. 
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To the extent appropriate in accordance with Good Utility Practice, the Office of 
the Interconnection may sell energy to an interconnected Control Area as necessary to alleviate 
or end an Emergency in that Control Area. Such sales shall be made (i) only to Control Areas 
that have undertaken a commitment pursuant to a written agreement with the LLC to sell energy 
on a comparable basis to the PJM Control Area, and (ii) only to the extent consistent with the 
maintenance of reliability in the PJM Control Area. The Office of the Interconnection may 
decline to make such sales to a Control Area that the Office of the Interconnection determines 
does not have in place and implement Emergency procedures that are comparable to those 
followed in the PJM Control Area. If the Office of the Interconnection sells energy to an 
interconnected Control Area as necessary to alleviate or end an Emergency in that Control Area, 
such energy shall be sold at 150% of the Locational Marginal Price at the bus or busses at the 
border of the PJM Control Area at which such energy is delivered. 

3.5.2 Operating Margin Sales. 

The extent appropriate in accordance with Good Utility Practice, the Office of 
the Interconnection may sell Operating Margin to an interconnected Control Area as requested 
to alleviate an operating contingency resulting from the affect of the purchasing Control Area's 
operations on the dispatch ofresources in the PJM Control Area. Such sales shall be made only 
to Control Areas that have undertaken a commitment pursuant to a written agreement with the 
Office of the Interconnection (i) to purchase Operating Margin whenever the purchasing Control 
Area's operations will affect the dispatch of resources in the PJM Control Area, and (ii) to sell 
Operating Margin on a comparable basis to the LLC. 

3.5.3 Transmission Congestion. 

Each Control Area purchasing Operating Margin shall be assessed Transmission 
Congestion Charges as specified in Section 5.1.5 of this Schedule. 

3.5.4 Billing. 

The Office of the Interconnection shall prepare a billing statement each billing 
cycle for each Control Area to which Emergency energy or Operating Margin was sold, and 
showing the net amount to be paid by such Control Area. Billing statements shall provide 
sufficient detail, as specified in the PIM Manuals, to allow verification of the billing amounts. 
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3.6 Metering Reconciliation. 

3.6 Meter Correction Billing. 

Metering errors and corrections will be reconciled at the end of each month by 
a meter correction charge or credit. The monthly meter correction charge or credit shall be 
determined by the product of the positive or negative deviation in energy amounts, times the 
weighted average Locational Marginal Price for the affected Market Buyer. 

3.6.2 Meter Corrections Between Market Participants. 

If a Market Participant or the Office of the Interconnection discovers a meter error 
affecting an interchange of energy with another Market Participant and makes the error known 
to such other Market Participant prior to the completion by the Office of the Interconnection of 
the accounting for the interchange, and if both Market Participants are willing to adjust hourly 
load records to compensate for the error and such adjustment does not affect other parties, an 
adjustment in load records may be made by the Market Participants in order to correct for the 
meter error, provided corrected information is furnished to the Office of the Interconnection in 
accordance with the Office of the Interconnection's accounting deadlines. No such adjustment 
may be made if the accounting for the Operating Day in which the interchange occurred has 
been completed by the Office of the Interconnection. 

3.6.3 500 kV Meter Errors. 

Billing cycle accounting for 500 kV transmission losses shall be adjusted to 
account for errors in meters on 500 kV Transmission Facilities. 

3.6.4 Meter Corrections Between Control Areas. 

An error between accounted for and metered interchange between a Party in the 
PJM Control Area and an entity in another Control Area shall be corrected by adjusting the 
hourly meter readings. If this is not practical, the error shall be accounted for by a correction 
at the end of the billing cycle. The Market Participant with ties to such other Control Area 
experiencing the error shall account for the full amount of the discrepancy and an appropriate 
debit or credit shall be applied equally among all Market Buyers. The Office of the 
Interconnection will adjust the actual interchange between the PlM Control Area and the other 
Control Area to maintain a proper record of inadvertent energy flow. Meter corrections on the 
500 kV system between the PJM Control Area and other Control Areas shall be accounted for 
through the internal 500 kV system meter error allocation at the end of the billing cycle. 

3.6.5 Meter Correction Data. 

Meter error data shall be submitted to the Office of the Interconnection not later 
than noon on the second working day of the Office of the Interconnection after the end of the 
billing cycle applicable to the meter correction. 
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A Market Participant may not assert a claim for an adjustment in billing as a 
result of a meter error for any error discovered more than two years after the date on which the 
metering occurred. Any claim for an adjustment in billing as a result of a meter error shall be 
limited to bills for transactions occurring in the most recent annual accounting period of the 
billing Market Participant in which the meter error occurred, and the prior annual accounting 
period. 
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4.RATETABLE 

Spot Market Energy, Regulation, Operating Reserve, and Transmission Congestion are 
based on offers to the Office of the Interconnection specified in this Agreement. 

4.2 Transmission Losses. 

Average loss factors shall be as specified in the PJM Tariff. 

4.3 Emergency Energy Purchases. 

The pricing for Emergency energy purchases will be determined by the Office of the 
Interconnection and the adjacent Control Area, in accordance with an agreement between the 
Office of the Interconnection and such adjacent Control Area that complies with this Agreement. 
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5.CALCULATIONOF TRANSMISSION CONGESTION CHARGES AND 
CREDITS 

5.1 Transmission Congestion Charge Calculation 

5.1.1 Calculation by Office of the Interconnection. 

When the transmission system is operating under constrained conditions, the 
Office of the Interconnection shall calculate Transmission Congestion Charges for each Network 
Service User, the PJM Interchange Energy Market, and each Transmission Customer. 

5.1.2 General. 

The basis for the Transmission Congestion Charges shall be the Locational 
Marginal Prices determined in accordance with Section 2 of this Schedule. 

5.1.3 Network Service User Calculation. 

Each Network Service User shall be charged for the increased cost of energy 
incurred by it during each constrained hour to deliver the output of its fIrm Capacity Resources 
or other owned or contracted for resources, its fIrm bilateral purchases, and its non-fIrm bilateral 
purchases as to which it has elected to pay Transmission Congestion Charges. The Transmission 
Congestion Charge for deliveries from each such source shall be the Network Service User's 
hourly net bill less its hourly net PJM Interchange payments or sales as determined in 
accordance with Section 3.2.1 or Sections 3.3 and 3.3.1 of this Schedule. 

5.1.4 Transmission Customer Calculation. 

Each Transmission Customer using Firm Point-to-Point Transmission Service (as 
defIned in the PJM Tariff), and each Transmission Customer using Non-Firm Point-to-Point 
Transmission Service (as defIned in the PJM Tariff) that has elected to pay Transmission 
Congestion Charges, shall be charged for the increased cost of energy during constrained hours 
for the delivery of energy using Point-to-Point Transmission Service. The Transmission 
Congestion Charge for each such delivery shall be the delivery amount multiplied by the 
difference between the Locational Marginal Price at the delivery interface and the Locational 
Marginal Price at the source interface, or for Market Sellers using point-to-point transmission 
service for deliveries out of the PJM Control Area from generating resources within the PJM 
Control Area shall be the amount of its net bill less its net hourly PlM Interchange payments 
or sales as determined in accordance with Section 3.3 of this Schedule. 
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5.1.5 Operating Margin Customer Calculation. 

Each Control Area purchasing Operating Margin shall be assessed Transmission 
Congestion Charges for any the increase in the cost of energy resulting from the provision of 
Operating Margin. The Transmission Congestion Charge shall be the amount of Operating 
Margin purchased in an hour multiplied by the difference in the Locational Marginal Price at 
what would be the delivery interface and the Locational Marginal Price at what would be the 
source interface, if the operating contingency that was the basis for the purchase of Operating 
Margin had occurred in that hour. Operating Margin may be allocated among multiple source 
and delivery interfaces in accordance with an applicable load flow study. 

5.1.6 Total Transmission Congestion Charges. 

The total Transmission Congestion Charges collected by the Office of the 
Interconnection each hour will be the sum of the 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. 

Each Transmission Customer using firm Point-to-Point Transmission Service and 
each Network Service User shall receive as a Transmission Congestion Credit a proportional 
share of the total Transmission Congestion Charges collected for each constrained hour. 

5.2.2 Fixed Transmission Rights 

(a) Transmission Congestion Credits will be calculated based upon the Fixed 
Transmission Rights of each Network Service User and Transmission Customer, determined as 
specified below. 

(b) Each Network Service User shall designate a subset of its Network 
Resources for which Fixed Transmission Rights will be assigned. The Fixed Transmission Right 
for each Network Resource shall be a number of megawatts equal to or less than the installed 
capacity summer megawatt rating of each designated Network Resource, determined at the PJM 
Control Area transmission bus at which the designated Network Resource is connected to the 
aggregate load busses of the Network Service User. The sum of each Network Service User's 
Fixed Transmission Rights must be equal to or less than the Network Service User's projected 
annual peak load. 

(c) Each Transmission cttStom.er receiving fum Point-to-Point Transmission 
Service shall be assigned Fixed Transmission Rights. The Fixed Transmission Right for each 
instance of Point-to-Point Transmission Service shall be a number of megawatts equal to the 
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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. 

(d) The foregoing assignment of Fixed Transmission Rights shall be enhanced 
by an amendment to this Schedule, to be filed with FERC not later than December 31, 1997, 
that will provide for an auction of Fixed Transmission Rights over and above those FTRs 
obtained and retained by Network Service Users and Transmission Customers then receiving 
firm Point-to-Point Transmission Service (including firm Point-to-Point transmission service for 
existing bilateral contracts), such auction to be implemented as soon after December 31, 1997 
as shall be determined by the Office of the Interconnection to be reasonably practical. For so 
long as Fixed Transmission Rights are assigned on the basis of Network Transmission Service 
and firm Point-to-Point Transmission Service, any Fixed Transmission Rights awarded pursuant 
to an auction shall be simultaneously feasible with all Network Transmission Service and firm 
Point-to-Point Transmission Service obligations. The Members specified in Section 11.5(c) of 
the Agreement, working with the Office of the Interconnection, shall develop the details of the 
implementation of such an auction, including but not limited to the nature of the bidding process, 
the frequency of auctions, and the duration of the Fixed Transmission Rights purchased at 
auction. 

5.2.3 Target Allocation for Network Service Users. 

A target allocation of Transmission Congestion Credits for each Network Service 
User shall be determined for each of its Fixed Transmission Rights. Each Fixed Transmission 
Right shall be multiplied by the percent of the Network Service User's annual peak load 
assigned to each load bus multiplied by the difference calculated as the Network Service User's 
load bus Locational Marginal Price minus the generation bus Locational Marginal Price of the 
Network Resource associated with the Fixed Transmission Right. The total target allocation for 
each Fixed Transmission Right is the sum of the target allocations for each load bus. The total 
target allocation for each Network Service User for each hour is the sum of the total target 
allocations for each of the Network Service User's Fixed Transmission Rights. 

5.2.4 Target Allocation for other Holders. 

A target allocation of Transmission Congestion Credits for each Transmission 
Customer or entity holding an FTR acquired by other means shall be determined for each Fixed 
Transmission Right. Each Fixed Transmission Right shall be multiplied by the hourly 
Locational Marginal Price differences for the receipt and delivery points associated with the 
Fixed Transmission Right, calculated as the Locational Marginal Price at the delivery point(s) 
minus the Locational Marginal Price at the receipt point(s). The total target allocation for the 
Transmission Customer for each hour shall be the sum of the target allocations associated with 
all of the Transmission Customer's Fixed Transmission Rights. 
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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. If the total of the 
target allocations is less than the total of the Transmission Congestion Charges, the Transmission 
Congestion Credit for each Network Service User and Transmission Customer 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, each holder of Fixed Transmission Rights shall receive a share 
of the total Transmission Congestion Charges in proportion to its target allocations. 

5.2.6 Distribution of Excess Congestion Charges 

(a) Excess Transmission Congestion Charges accumulated in a month shall 
be distributed to each holder of Fixed 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. 

Any excess Transmission Congestion Charges remaining at the end of a month 
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. 
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List of Regional Transmission Owners 

Atlantic City Electric Company 

Baltimore Gas and Electric Company 

Delmarva Power & Light Company 

Jersey Central Power & Light Company 

Metropolitan Edison Company 

Pennsylvania Electric Company 

PECO Energy Company 

Pennsylvania Power & Light Company 

Potomac Electric Power Company 

Public Service Electric and Gas Company 
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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. 

1.15 Interruption: A reduction in non-firm transmission service due to 
economic reasons pursuant to Section 14.7. 

1.16 Load Ratio Share: (~Leed Retie SiHlfe fer MeMlHy l)eH111ft8 Charge. 
Ratio of a Transmission Customer's Network Load to the IIplllieallie RTO's 
Trap§mjssjon Provider's total load computed in accordance with Sections 
34.~ and 34.~ of the Network Integration Transmission Service under 
Part III of the Tariff IIBIl eai6llifltes eB a relliag Povei'Je lftelHil aasis. (a) 
beas Retie Skare fer Reaisllflteil Cesm. Per IIl1rpeses ef SeedeRS 33.3 liftS 
34 . 4 ,Leatl Retia Sllafe Mall m88ft die fEltie af a Tf&BBRHssieB Cllstem8r' s 
~Ietwerll: beed te die TreHslftissieB Pre'liser' s teml leed semplltea i-H 
aeeer8&Bee widi SeetieRS 34.2(1l) aBs 34.3(1l) ef tile ~Ietwerll: IlItegr&tieB 
Tf8:BSIBissieB Serviae 1:Hlder Pm III af the TMiff &B8 ealeulatea 9ft 8 
relliBg tv/elye melHlt easis. 

1.17 Load Shedding: The systematic reduction of system demand by 
temporarily decreasing load in response to transmission system or area 
capacity shortages, system instability, or voltage control considerations 
under Part III of the Tariff. 

1.18 Long-Term Firm Point-To-Point Transmission Service: Firm Point-To
Point Transmission Service under Part II of the Tariff with a term of one 
year or more. 

1.18& MAAC: The Mid-Atlantic Area Council, a reliability council under §202 of 
the Federal Power Act, established pursuant to the MAAC Agreement 
dated 1 August 1994, or any successor thereto. 
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1.25 Network Resource: Any designated generating resource owned or 
purchased by a Network Customer under the Network Integration 
Transmission Service Tariff. Network Resources do not include any 
resource, or any portion thereof, that is committed for sale to third parties 
or otherwise cannot be called upon to meet the Network Customer's 
Network Load on a non-interruptible basis. 

1.26 Network Upgrades: Modifications or additions to transmission-related 
facilities that are integrated with and support the Transmission Provider's 
overall Transmission System for the general benefit of all users of such 
Transmission System. 

1.27 Non-Firm Point-To-Point Transmission Service: Point-To-Point 
Transmission Service under the Tariff that is reserved and scheduled on an 
as-available basis and is subject to Curtailment or Interruption as set forth 
in Section 14.7 under Part II of this Tariff. Non-Firm Point-To-Point 
Transmission Service is available on a stand-alone basis for periods ranging 
from one hour to one month. 

1.27a Office of the Interconnection: The eBtH)' estfll3lished ey SeetieB 3.3 Office 
of the Interconnection, as supervised by the Board of Managers of the PJM 
Interconnection, L.L.C,acting pursuant to the Operating Agreement. 

1.28 Open Access Same-Time Information System (OASIS): The information 
system and standards of conduct contained in Part 37 of the Commission's 
regulations, 

1.288 -
among the members of the PlM Interconnection, L.L.C, 

1.29 Part I: Tariff Defmitions and Common Service Provisions contained in 
Sections 2 through 12, 

1.30 Part II: Tariff Sections 13 through 27 pertaining to Point-To-Point 
Transmission Service in conjunction with the applicable Common Service 
Provisions of Part I and appropriate Schedules and Attachments, 
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1.31 Part m: Tariff Sections 28 through 35 pertaining to Network Integration 
Transmission Service in conjunction with the applicable Common Service 
Provisions of Part I and appropriate Schedules and Attachments. 

1.32 Parties: The Transmission Provider and the Transmission Customer 
receiving service under the Tariff. 

1.3211 PJM IBtef6eBfttletieB Agftltlmtlm: That IIgftlemtlm slltes 118 ef SepteHi13er 2ti, 19jti, 
118 _eRties IIBtI 118 iB effeet Hem tifBe te tilfte, ffiat efltlll3lisftes II f1eeliBg IIffllBgelfteIH iB 
tlle PlM CeBHel AFea aad tHat, 8fBSRg ether tIliags, prs'IiEles fer tIte O~ee af tke 
IatereetmeeaeB. 

~ ~ PJM Control Area: The Control Area that is recognized by NERC 
as the PJM Control Area. 

1.33 Point(s) of Delivery: Point(s) on the Transmission Provider's Transmission 
System where capacity and energy transmitted by the Transmission 
Provider will be made available to the Receiving Party under Part II of the 
Tariff. The Point(s) of Delivery shall be specified in the Service 
Agreement. 

1.34 Point(s) of Receipt: Point(s) of interconnection on the Transmission 
Provider's Transmission System where capacity and energy will be made 
available to the Transmission Provider by the Delivering Party under Part 
II of the Tariff. The Point(s) of Receipt shall be specified in the Service 
Agreement. 

1.35 Point-To-Point Transmission Service: The reservation and transmission of 
capacity and energy on either a firm or non-firm basis from the Point(s) of 
Receipt to the Point(s) of Delivery under Part II of the Tariff. 

1.36 Power Purchaser: The entity that is purchasing the capacity and energy to 
be transmitted under the Tariff. 

1.37 Receiving Party: The entity receiving the capacity and energy transmitted 
by the Transmission Provider to Point(s) of Delivery. 

1.38 Regional Transmission Group (RTG): A voluntary organization of 
transmission owners, transmission users and other entities approved by the 
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energy through the interchange energy market established under the PJM 
Interconnection Agreement. 

1.45 Transmission Customer: Any Eligible Customer (or its Designated Agent) 
that (i) executes a Service Agreement, or (ii) requests in writing that the 
Transmission Provider file with the Commission, a proposed unexecuted 
Service Agreement to receive transmission service under Part II of the 
Tariff. This term is used in the Part I Common Service Provisions to 
include customers receiving transmission service under Part II and Part III 
of this Tariff. 

1.46 Transmission Provider: Collectively, the RTOs or the Designated Agent 
of the RTOs, which shall be the Office of the Interconnection for the 
following purposes under this Tariff: operating the PJM Control Area, 
maintaining an OASIS, receiving and acting on applications for 
transmission service, conducting system impact and facilities studies, 
scheduling transactions, directing redispatch, curtailment and interruption, 
billing and accounting, and disbursement of transmission revenues. 

1.47 Transmission Provider's Monthly Transmission System Peak: The 
maximum fIrm usage of the Transmission Provider's Transmission System 
in a calendar month. 

1. 478 bSaal )"leBlftly Tf&BBlHissieB System Peale The Rl8xiDHUR HfBl usage af the 
TfaDsmissieB System is 8 Zeae iB a ealeB8&f meRtk. 

1.48 Transmission Service: Point-To-Point Transmission Service provided 
under Part II of the Tariff on a fIrm and non-fIrm basis . 

1.49 Transmission System: The facilities owned, controlled or operated by the 
Transmission Provider within the PJM Control Area that are used to 
provide transmission service under Part II and Part III of the Tariff. 

1.49a Zone: An area within the PJM Control Area, as set forth in Attachment J. 

2 Initial Allocation and Renewal Procedures 

2.1 Initial Allocation of Available Transmission Capability: For purposes of 
determining whether existing capability on the Transmission Provider's 
Transmission System is adequate to accommodate a request for fIrm 
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service under this Tariff, all Completed Applications for new fum 
transmission service received during the initial sixty (60) day period 
commencing with the effective date of the Tariff will be deemed to have 
been filed simultaneously. A lottery system conducted by an independent 
party, which shall be the Office of the Interconnection, shall be used to 
assign priorities for Completed Applications filed simultaneously. All 
Completed Applications for fum transmission service received after the 
initial sixty (60) day period shall be assigned a priority pursuant to Section 
13.2. 

2.2 Reservation Priority For Existing Firm Service Customers: Existing firm 
service customers of any RTO (wholesale requirements and transmission
only, with a contract term of one-year or more), have the right to continue 
to take transmission service from the Transmission Provider when the 
contract expires, rolls over or is renewed. This transmission reservation 
priority is independent of whether the existing customer continues to 
purchase capacity and energy from the RTO or elects to purchase capacity 
and energy from another supplier. If at the end of the contract term, the 
Transmission Provider's Transmission System cannot accommodate all of 
the requests for transmission service the existing fum service customer 
must agree to accept a contract term at least equal to a competing request 
by any new Eligible Customer and to pay the current just and reasonable 
rate, as approved by the Commission, for such service. This transmission 
reservation priority for existing fum service customers is an ongoing right 
that may be exercised at the end of all fum contract terms of one-year or 
longer. 

3 Ancillary Services 

Ancillary Services are needed with transmission service to maintain reliability 
within and among the Control Areas affected by the transmission service. The 
Transmission Provider is required to provide (or offer to arrange with the local Control 
Area operator as discussed below), and the Transmission Customer is required to 
purchase, the following Ancillary Services (i) Scheduling, System Control and Dispatch, 
and (ii) Reactive Supply and Voltage Control from Generation Sources. 

The Transmission Provider is required to offer to provide (or offer to arrange 
with the local Control Area operator as discussed below) the following Ancillary Services 
only to the Transmission Customer serving load within the Transmission Provider's 
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Control Area (i) Regulation and Frequency Response, (ii) Energy Imbalance, (iii) 
Operating Reserve -Spinning, and (iv) Operating Reserve - Supplemental. +he- SUbject 
to the provisions of Schedules 1 through 6. the Transmission Customer serving load 
within the Transmission Provider's Control Area is required to acquire these Ancillary 
Services, whether from the Transmission Provider, from a third party, or by self-supply. 
The Transmission Customer may not decline the Transmission Provider's offer of 
Ancillary Services unless it demonstrates that it has acquired the Ancillary Services from 
another source. The Transmission Customer must list in its Application which Ancillary 
Services it will purchase from the Transmission Provider. 

If the Transmission Provider is a public utility providing transmission service but 
is not a Control Area operator, it may be unable to provide some or all of the Ancillary 
Services. In this case, the Transmission Provider can fulfill its obligation to provide 
Ancillary Services by acting as the Transmission Customer's agent to secure these 
Ancillary Services from the Control Area operator. The Transmission Customer may 
elect to (i) have the Transmission Provider act as its agent, (ii) secure the Ancillary 
Services directly from the Control Area operator, or (iii) secure the Ancillary Services 
(discussed in Schedules 3,4, 5 and 6) from a third party or by self-supply when 
technically feasible. 

The Transmission Provider shall specify the rate treatment and all related terms 
and conditions in the event of an unauthorized use of Ancillary Services by the 
Transmission Customer. 

The specific Ancillary Services, prices and/or compensation methods are 
described on the Schedules that are attached to and made a part of the Tariff. If the 
Transmission Provider offers an affiliate a rate discount, or attributes a discounted 
Ancillary Service rate to its own transactions, the Transmission Provider must offer at 
the same time the same discounted Ancillary Service rate to all Eligible Customers. 
Information regarding any discounted Ancillary Service rates must be posted on the 
OASIS pursuant to Part 37 of the Commission's regulations. In addition, discounts to 
non-affiliates must be offered in a not undnly discriminatory manner. Sections 3.1 
through 3.6 below list the six Ancillary Services. 

3.1 Scheduling, System Control and Dispatch Service: The rates and/or 
methodology are described in Schednle 1. 

3.2 Reactive Supply and Voltage Control from Generation Sources Service: 
The rates and/or methodology are described in Schedule 2. 
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in FERC Order No. 888. However, the RTO must separately file any specific proposed 
stranded cost charge under Section 205 of the Federal Power Act. 

27 Compensation for New Facilities and Redispatch Costs: 

27.1 New Facilities and Redispatch: Whenever a System Impact Study 
performed by the Transmission Provider in connection with the provision 
of Firm Point-To-Point Transmission Service identifies the need for new 
facilities, the Transmission Customer shall be responsible for such costs to 
the extent consistent with Commission policy. 

27.2 Redispillelt: Whenever a System Impact Study performed by the 
Transmission Provider identifies transmission constraints !Il!L may be 
relieved more economically by pllfshasiBg lhe fedispllleli Bf geaefllliHg 
feSB1:IfeeS redispatching resources available to the PJM Control Area than 
by building new facilities or upgrading existing facilities to eliminate such 
constraints, the Transmission Customer shall be responsible for its skllre Bf 
the redispatch costs determifteil as fe"9\\'s: to the extent consistent with 
Commission policy. 

(~ TPBII'SR'issiIiR Customers peeeWiag FiI'm Peiat To 

~ Redispatch Using Locational Marginal Prices : Whenever in the 
operation of the PJM Control Area the Tran§mission Provider identifies 
transmission constraints. the provisions of Attachment K shall apply to all 
Transmission Customers (including Native Load Customers and an RTO 
making a Third-Partv Sale); provided. however. that a Transmission 
Customer receiving Non-Firm Point-To- Point Transmission Service may 
elect not to pay the costs of redispatch determined pursuant to Attachment 
K when those costs would be imposed consistent with Commission policy 
and Transmission Service to such Transmission Customer may be 

Revised: 
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hilled P1:lfsllftRt te SeetiBR 27. 2(h) iR lhe same PfBPBftiBR lBIIl (i) its 
eharges ill tllat MaRth far ReS8FYee Capaeity, ~ear t9 (iij tile tatal af Nell 
ell&fges fer PiffR and ~left firm Palm Te Paim Tf8f1BlBissieB SafViN, 13ms 
die tetal ~{eBdHy Dema:na Charges flaiEl ey Net-HBrk CastemefS, )3188 die 
tami del1l9:Bd eliarge fHtfilnltaele ta ~IatiYe Lead Cumeme,s far desigB&tea 
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(1:1) A TfaBsmissieR ClIstemer reeei'liRg NeB Firm PeiBt Te Paint TfaBSlBissisft 
SeFYiee that agrees at die time sf seReEiuliBg ssp/ias t9 pay reEiispatsli ees~ iR 
enter ts &'/eid iRtefflll1tieR sHall pay the higher af the Basia fiHe IltlfStia&t ts 
SeetieB 2§ pltis &B atBsant aeteRRiaed as ill SeetieB 27.2(8), 8f tile iBeremeRlaI 
east sf feaispatea aHrihlHa91e is the tfftRSaetiea duriRg the IBeIHB . 
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with the objective of responding to contingencies on the Transmission 
System. The Parties will implement such programs during any period when 
the Transmission Provider determines that a system contingency exists and 
such procedures are necessary to alleviate such contingency. The 
Transmission Provider will notify all affected Network Customers in a 
timely manner of any scheduled Curtailment. 

33.2 Transmission Constraints: During any period when the Transmission 
Provider determines that a transmission constraint exists on the 
Transmission System, and such constraint may impair the reliability of the 
Transmission Provider's system, the Transmission Provider will take 
whatever actions, consistent with Good Utility Practice, that are reasonably 
necessary to maintain the reliability of the Transmission Provider's system. 
To the extent the Transmission Provider determines that the reliability of 
the Transmission System can be maintained by redispatching resources, the 
Transmission Provider will initiate procedures pursuant to the Network 
Operating Agreement to redispatch all Network Resources and the 
Transmission Provider's own resources on a least-cost basis without regard 
to the ownership of such resources. Any redispatch under this section may 
not unduly discriminate between the Transmission Provider's use of the 
Transmission System on behalf of its Native Load Customers and any 
Network Customer's use of the Transmission System to serve its designated 
Network Load. 

33.3 Cost Responsibility for Relieving TnlDsmis<rion Constraints: Whenever the 
Transmission Provider implements least-cost redispatch procedures in 
response to a transmission constraint, the RTOs and the Network 
Customers will eaeft eear a prepeftiell8le skare ef tIte teml redispateit eest 
eased ea tlteif fespeeW/e Lead Retie Sltares. The tetal fedispateit eests se 
sftared sltall ee Ret ef ~ eeatAlMHieB te fedispatelt eests paid ey 
PeiRt Te PeiRt Tf8RSmissiea Sef'\'iee Custem.efS. bear the costs of such 
redispatch in accordance with Attachment K. 

33.4 Curtailments of Scheduled Deliveries: If a transmission constraint on the 
Transmission Provider's Transmission System cannot be relieved through 
the implementation of least -cost redispatch procedures and the 
Transmission Provider determines that it is necessary to Curtail scheduled 
deliveries, the Parties shall Curtail such schedules in accordance with the 
Network Operating Agreement. 
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in the event that the Network Customer fails to respond to established 
Load Shedding and Curtailment procedures. 

34 Rates and Charges 

The Network Customer shall pay the Transmission Provider for any Direct 
Assignment Facilities, Ancillary Services, and applicable study costs, consistent with 
Commission policy, along with the following: 

34.1 Monthly Demand Charge: (a) The Network Customer shall pay a monthly 
Demand Charge, '.vIiieh silall I!e E1etefIBiBeEi I!y IBItltijllyiBg its bellEi Ratie 
Share times eBe PW'elfth (1/11.~ af lIle l.BBUal 1'f&BSHHssieB Re7/8BBe 
Re4lllifemeBt, liS SfleeifieEl in AttaehmeBt II, for the Zone or Zones in 
which the- .i!§. Network Load is located. which shall be determined as 
follows: 

Where: 

DC=CPx RT 
12 

!2.£ is the monthly demand charge for the Zone 

Q! is the hourly load of the Network Customer is ieellteEi. 
located within the Zone coincident with the monthly oeak of 
the Zone 

R!. is the rate for Network Integration Transmission Service from 
Attachment H for the Zone in which the Network Load is 
located. stated in dollars per megawatt per year 

(b) Nothing herein shall entitle any RTO or Network Customer to establish a 
zone that is smaller than or a portion of a Zone set forth in Attachment J. 

34.2 DetemHllatieR ef Net>.'JeflE Cllstem8r's !.ieBtlHy NetweflE beaEl: 
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Determination of Network Customer's Monthly Network 
Load.; The Network Customer's ~ monthly Network 
Load is its hourly load (including its designated Network 
Load not physically interconnected with the Transmission 
Provider under Section 31. 3) coincident with the Ilflflliellt!le 
haRa! Transmission Provider's Monthly Transmission System 
Peak. 

(b~ Temi Memltly Netwefk bellEi. The Netwefk CBstelller's llIemltiy Netwerk bellEi is its 
kearly leaa (iDsIHdiBg He desigRated ~lstVlafk baad Bat fI~sisally intereaaaested with 
the TFaflBmissiea PfeYfider Bader SeetieR 31.3) eeiBeieeBt v/itlt the Tf&BSmissisB 
Pr8¥iEier's MeBflHy Tf&R8missisa System Peak. 

~ 4 . ~ ];)eteFfBiaatiaB af ).(aatlily TfllBSmissiaB System bead: 
(Il~ heBal Memltly TfaasmissiaB Systelll bead. The laad iB II heM is the healll Meatllly 
TfllasllIissiea SyMeRi Peak miDas the eeifttlidem fleak asage ef &B alleeeble skare ef all 
PiRB PaiRt Ta Pee TfaasmissieB Sef¥iee 99!9me,s pUfSU&Rt te Part II af this Ttlfiff 
fllHs aa aUaBaBle skare af the Reserved C&fIasity af all ~irm Peim Te Paw 
TraRsmissisB SefYiee eustemeFS. 

Determination of Transmission Provider's Monthly Transmission 
System Load.; The Transmission Provider's monthly Transmission 
System load is the Transmission Provider's Monthly Transmission 
System Peak minus the coincident peak usage of all Firm 
Point-To-Point Transmission Service customers pursuant to Part II 
of this Tariff plus the Reserved Capacity of all Firm Point-To-Point 
Transmission Service customers. 

34.4 Redispatch Charge: The Network Customer and each RTO shall pay a 
baad Ratia Skare af any redispatch costs flare'mat ta Seetiea ~3. Te the 
e1ltem that geaermiBg researees af the NelWsfk Castemef may be 
feEiispaieaed ill aeeeFEleBee " .. He BeeMeR 33, &By eelBfJeasatisB te the 
NelWsfk Castemef fer SHell aflermiaB sllall Be determiaed &Bd Billed as 
preseriged is lhe PJA( Agreem8Bt if die NePilefk: Castsmer is a signatary 
tlIerete, sr stRefV/ise iD the ~lelWsrk QpermiBg Agreemem as set forth in 
Attachment K. 

34.S Stranded Cost Recovel')': Any RTO may seek to recover stranded costs 
from the Network Customer pursuant to this Tariff in accordance with the 
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Scheduling, System Control and Dispatch Service 

This service is required to schedule the movement of power through, out of, 
within, or into a Control Area and to accommodate unscheduled transmission flows that 
affect a Control Area. This service can be provided only by the operator of the Control 
Area in which the transmission facilities used for transmission service are located. 
Scheduling, System Control and Dispatch Service is to be provided directly by the 
Transmission Provider. The Transmission Customer must purchase this service from the 
Transmission Provider. The charges for Scheduling, System Control and Dispatch 
Service are to be based on the cost of operating the Office of the Interconnection. 

The primary function of the Office of the Interconnection is to perform 
Scheduling, System Control and Dispatch Services for the region. The monthly charges 
for operation of the Office of the Interconnection shall be allocated and billed to the 
Transmission Customers in the same proportions that each Transmission Customer's use 
of the Transmission System, on a megawatthour basis, bears to the total of such use in 
the same month. Use of the local control centers of the RTOs is included in their 
transmission revenue requirements, and thus in the base rates for regional transmission 
service . 
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SCHEDULE 2 

Reactive Supply and Voltage Control from 
Generation Sources Service 

In order to maintain transmission voltages on the Transmission Provider's 
transmission facilities within acceptable limits, generation facilities (in the Control Area 
where the Transmission Provider's transmission facilities are located) are operated to 
produce (or absorb) reactive power. Thus, Reactive Supply and Voltage Control from 
Generation Sources Service must be provided for each transaction on the Transmission 
Provider's transmission facilities. The amount of Reactive Supply and Voltage Control 
from Generation Sources Service that must be supplied with respect to the Transmission 
Customer's transaction will be determined based on the reactive power support necessary 
to maintain transmission voltages within limits that are generally accepted in the region 
and consistently adhered to by the Transmission Provider. 

Reactive Supply and Voltage Control from Generation Sources Service is to be 
provided directly by the Transmission Provider. The Transmission Customer must 
purchase this service from the Transmission Provider. 

The charges for such service will be based on the rates set forth below for 
Network Customers in each Zone and a pool-wide rate for Point-To-Point Transmission 
Service: 

Capacity Zone Rate Weighted 
Zone Megawatts ($/kW/Mo.) Contribution 
AE 2,326 0.290 0.0122 
BG&E 6,716 0.147 0.0179 
Delmarva 2,923 0.226 0.0120 
JCPL 4,836 0.279 0.0245 
MetEd 2,300 0.232 0.0097 
Penelec 2,878 0.286 0.0149 
PECO 9,001 0.239 0.0390 
m 6,867 Q..llQ 0.0150 
Pepco 6,746 0.210 0.0257 

PPh ~ ~ Q.QUQ 

PSE&G 10,502 0.080 0.0152 
55,095 Pool-Wide Rate: 0.1861 
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Regulation and Frequency Response Service 

Regulation and Frequency Response Service is necessary to provide for the 
continuous balancing of resources (generation and interchange) with load and for 
maintaining scheduled Interconnection frequency at sixty cycles per second (60 Hz). 
Regulation and Frequency Response Service is accomplished by committing on-line 
generation whose output is raised or lowered (predominantly through the use of 
automatic generating control equipment) as necessary to follow the moment-by-moment 
changes in load. The obligation to maintain this balance between resources and load lies 
with the Transmission Provider. The Transmission Provider must offer this service when 
the transmission service is used to serve load within its Control Area. The Transmission 
Customer must either purchase this service from the Transmission Provider or make 
alternative comparable arrangements to satisfy its Regulation and Frequency Response 
Service obligation. The amount of and charges for Regulation and Frequency Response 
Service are set forth below. 

For regulation not satisfied by individual RTOs on behalf of their Native Load 
Customers, Network Customers or other Transmission Customers serving load in the 
PJM Control Area, the Transmission Provider will order the lowest cost alternative for 
regulation in service as needed to meet the PJM Control Area requirements (as set forth 
in the PJM Operating Principles and Standards), as specified below: 

a. Regulation shall be supplied from generators located within the metered electrical 
boundaries of the PJM Control Area. Generators offering regulation, shall 
comply with applicable standards and requirements for regulation capability and 
dispatch specified in the procedures of the Office of the Interconnection. 

b. The Office of the Interconnection shall obtain and maintain an amount of 
regulation equal to the PJM Control Area Regulation objective as specified in its 
procedures. 

c. The regulation range of a unit shall be at least twice the amount of regulation 
assigned. 

d . A unit capable of automatic energy dispatch that is also providing regulation shall 
have its energy dispatch range reduced Hem tlte fegHlalieH FaHge by twice the 
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Energy Imbalance Service 

Energy Imbalance Service is provided when a difference occurs between the 
scheduled and the actual delivery of energy to a load located within a Control Area over 
a single hour. The Transmission Provider must offer this service when the transmission 
service is used to serve load within its Control Area. Each RTO and Network Customer 
must purchase Energy Imbalance Service through the Transmission Provider. E!r. 
pumoses of Energy Imbalance Services. if a Point of Delivery serves more than one 
RTO or Network Customer. the Energy Imbalance Service and any associated charges 
will be computed for the Point of Delivery and the allocation of the service and 
associated charges shall be the responsibility of the meter operator of that Point of 
Delivery. 

For each RTO and Network Customer, Energy Imbalance Service is considered 
to be PJM interchange and will be charged at the hourly PJM interchange rate. 

For each Transmission Customer receiving service under Part II of this Tariff, 
the Transmission Provider shall establish a deviation band of +/- 1.5 percent (with a 
minimum of 1 MW) of the scheduled transaction to be applied hourly to any energy 
imbalance that occurs as a result of the Transmission Customer's scheduled 
transaction(s). Parties should attempt to eliminate energy imbalances within the limits of 
the deviation band within thirty (30) days or within such other reasonable period of time 
as is generally accepted in the region and consistently adhered to by the Transmission 
Provider. If an energy imbalance is not corrected within thirty (30) days or a reasonable 
period of time that is generally accepted in the region and consistently adhered to by the 
Transmission Provider, the Transmission Customer will compensate the Transmission 
Provider for such service. Energy imbalances outside the deviation band will be subject 
to charges set forth below. 

Energy imbalance will be recorded in whole MWh, and will be tracked separately 
for on-peak and off-peak hours, as specified for operations. For on-peak (off-peak) 
hours when the energy imbalance is within the +/- 1.5% deviation band, the 
Transmission Customer can choose to make in-kind payment during later on-peak 
(off-peak) hours as specified above, or settle in cash. Cash payments owed to the 
Transmission Provider will be charged at 120% of the Transmission Provider's on-peak 
(off-peak) billing rate. Cash payments to the Transmission Customer will be made at 
80% of the Transmission Provider's on-peak (off-peak) billing rate. For hours when the 
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SCHEDULE 7 

Long-Term Firm and Short-Term Firm Point-To-Point 
Transmission Service 

II The Transmission Customer shall pay each month for Reserved Capacity at 
the sum of the applicable charges set forth below ~ for the Point of Delivery: 

1) YeaF'" deliveFYI aBe Mvelrth af the de_Bd ehllFge ae S 11,3S1lKW af Resel'Ved 
Cilpileity peF yeaF. Summary of Charges 

2) }'4SBtftly tleliveFY: $ 1. 8€;5/K'J/ af ResefI/ed Capaeity flef IBSBth. 

3) '."eakly elelivery: S 9.4394/Kl}l af Reser'feel C8f)aeity fler \'Ieel(. 

4) Daily delivery: $ G.G8til/KW at Reserved Capaeity per day.(in $/kW) 

Point of Delivery 

Border of PJM 22.382 0.4304 0.0861 

0.4525 
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~ The total demand charge in any week, pursuant to a reservation for Daily 
delivery, shall not exceed the rate specified in section ~ above for weekly service 
times the highest amount in kilowatts of Reserved Capacity in any day during such week. 

Sf ~ Discounts: If the Transmission Provider offers or attributes a rate discount to an 
RTO or an affiliate of an RTO, the Transmission Provider must offer at the same time 
the same discounted Firm Point-To-Point Transmission Service rate to all Eligible 
Customers on the same path and on all unconstrained transmission paths. Information 
regarding any firm transmission discounts must be posted on the OASIS pursuant to Part 
37 of the Commission's regulations. In addition, discounts to non-affiliates of RTOs 
must be offered in a not unduly discriminatory manner. 

at il Congestion and Losses: In addition to any payment under this Schedule, the 
Transmission Customer shall pay Redispatch Costs as specified in Section 27 of the 
Tariff. The Transmission Customer shall be responsible for losses as specified in the 
Tariff. 

+t ~ Other Supporting Facilities and Taxes: In addition to the rates set forth in 
seetisfts section (1), (2~, (3~ IIftEi (4~ of this schedule, the Transmission Customer shall 
pay charges determined on a case-by-case basis for facilities necessary to provide 
Transmission Service at voltages lower than those shown in Attachment H for the 
applicable Zone(s) and any amounts necessary to reimburse the Transmission Provider 
for any amounts payable as sales, excise, "Btu," carbon, value-added or similar taxes 
(other than taxes based upon or measured by net income) with respect to the amounts 
payable pursuant to the Tariff. 
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Non-Firm Point-To-Point Transmission Service 

II The Transmission Customer shall pay for Non-Firm Point-To-Point Transmission 
Service up to the sum of the applicable charges set forth below .; for the Point of 
Delivery: 

1) M'oRth~ delivery. $II.IIO!KW of Reser¥ed Capaeity per IBORth. 

2) WeelEly delivery I $O.OO!KW of ReseA'ed Capaeity pep weel •• 

J) Daily delivery. $O.OO!KW of ReseA'ed Capaeity per day. Summary of Charges 

Point of Delivery 

0.4304 0.0861 

0.0820 

0.0655 

PSE&G Zone 0.4525 0.0905 
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~ The total demand charge in any week, pursuant to a reservation for Daily 
delivery, shall not exceed the rate specified in section ~ above for weekly service 
times the highest amount in kilowatts of Reserved Capacity in any day during such week. 

4t ~ Hourly delivery: The basic charge shall be that agreed upon by the Parties at the 
time this service is reserved and in no event shall exceed $Q.OO/MWH the amounts set 
forth above for a Point of Delivery. 

The total demand charge in any day, pursuant to a reservation for Hourly 
delivery, shall not exceed the rate specified in section ~ above for daily service times 
the highest amount in kilowatts of Reserved Capacity in any hour during such day. In 
addition, the total demand charge in any week, pursuant to a reservation for Hourly or 
Daily delivery, shall not exceed the rate specified in section ~ above for weekly 
service times the highest amount in kilowatts of Reserved Capacity in any hour during 
such week. 

~ ~ Discounts: If the Transmission Provider offers or attributes a discounted 
transmission rate to an RTO or to an affiliate of an RTO, the Transmission Provider 
must offer at the same time the same discounted Non-Firm Point-To-Point Transmission 
Service rate to all Eligible Customers on the same path and on all unconstrained 
transmission paths. Information regarding any non-firm transmission discounts must be 
posted on the OASIS pursuant to Part 37 of the Commission's regulations. In addition, 
discounts to non-affiliates must be offered in a not unduly discriminatory manner. 

at 21 Congestion and Losses: A Transmission Customer desiring Non-Firm 
Point-to-Point Transmission Service may elect to pay transmission congestion charges. If 
the Transmission Customer so elects, it shall pay the higher of any applicable Redispatch 
Cost as speeifieEl ill SeeHeB 27 af lite 'FtIFiff calculated pursuant to Attachment K or the 
applicable rate under section (ll above. The Transmission Customer shall be 
responsible for losses as specified in the Tariff. 

7t 21 Other Supporting Facllities and Taxes: In addition to the charges set forth in 
section (I) of this schedule, the Transmission Customer shall pay charges determined on 
a case-by-case basis for facilities necessary to provide Transmission Service at voltages 
lower than those shown in Attachment H for the applicable Zone(s) and any amounts 
necessary to reimburse the Transmission Provider for any amounts payable as sales, 
excise, .. Btu," carbon, value-added or similar taxes (other than taxes based upon or 
measured by net income) with respect to the amounts payable pursuant to the Tariff. 
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ATTACHMENT G 

Network Operating Agreement 

The Operating Agreement of the PJM Interconnection Agf8eH18Bt, L.L.C., as amended from 
time to time, shall constitute the Network Operating Agreement for Network Customers 
serving load in the PJM Control Area. For other Network Customers, a Network Operating 
Agreement shall be negotiated, which shall address: (a) Control Area requirements, (b) 
redispatch procedures, (c) metering, (d) Control Area and data equipment, (e) operating 
requirements, (0 operating information requirements, (g) network planning, (h) the character 
of the service to be provided, (i) the transfer of power and energy through other systems, and 
(j) such other matters as the parties deem appropriate. 
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ATTACHMENT H-l 

Annual Transmission Rates -- Atlantic City Electric Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $34,344,987 and the rate for Network 
Integration Transmission Service is $21.319 per megawatt per year, which reflects the 
facilities within the Zone of 138 kV and higher voltage. Service utilizing facilities at 
voltages below 138 kV will be provided at rates determined on a case-by-case 
basis·l1 

2. The revenue requirement in (1) shall be effective until amended by the Regional 
Transmission Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, a Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 

llIn addition to the rate set forth in section 1 of this attachment, a Network Customer 
requiring the use of Atlantic Electric's lower voltage facilities (facilities below 138 kV) to 
effect the delivery of power and energy under this Tariff shall be assessed an additional 
charge to reflect the use of Atlantic Electric's lower voltage facilities. Customers subject 
to this charge include Vineland Municipal Electric Utility. Vineland's lower-voltage 
charge shall be a phased-in rate capped at $lO,OOO/MW-year and will be specified in the 
service agreement for Vineland. The charge for other Network Customers will be 
included in their service agreements. 
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ATTACHMENT H-2 

Annual Transmission Rates -- Baltimore Gas and Electric Company 
for Network Integration Transmission Service 

1. The annual transmissIOn revenue requirement rate is $84,124,139 and the rate for 
Network Integration Transmission Service is $17.029 per megawatt per year, which 
reflects the facilities recorded in PERC Porm I, page 207.53 as transmission. Service 
utilizing other facilities will be provided at rates determined on a case-by-case basis. 

2. The revenue requirement in (1) shall be effective until amended by the Regional 
Transmission Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff . 
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ATTACHMENT H-3 

Annual Transmission Rates -- Delmarva Power & Light Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $46,842,773 and the rate for Network 
Integration Transmission Service is $22,996 per megawatt per year,21 which reflects 
the facilities within the Zone of 69 kV and higher voltage. Service utilizing facilities 
at voltages below 69 kV will be provided at rates determined on a case-by-case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 

2,/The annual transmisSion revenue requirement of $46,842,773 is an adjusted revenue 
requirement based on an annual revenue requirement of $53,609,231less annual 
revenues of $2,512,264from the LOV Agreement, $440583 from OMEC Wheeling, 
$3,551,402from OOEC Wheeling, anI! $~IJ~,~09 from interruptible demand. 
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ATTACHMENT H-4 

Annual Trausmission Rates -- Jersey Central Power & Light Company 
for Network Integration Transmission Service 

1. The annual transrmsslOn revenue requirement is $98,762,045and the rate for Network 
Integration Transmission Service is $29.569 per megawatt per year, which reflects the 
facilities within the Zone of 34.5 kV delta and higher voltage. Service utilizing 
facilities at voltages below 34.5 kV delta will be provided at rates determined on a 
case-by-case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff . 
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ATTACHMENT H-S 

Annual Transmission Rates -- Metropolitan Edison Company 
for Network Integration Transmission Service 

I. The annual transmission revenue requirement is $25,211 ,390 and the rate for Network 
Integration Transmission Service is $13 .425 per megawatt per year, which reflects the 
facilities within the Zone of 34.5 kV delta and higher voltage. Service utilizing 
facilities at voltages below 34.5 kV delta will be provided at rates determined on a 
case-by-case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section I of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 
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ATTACHMENT H-6 

Annual Transmission Rates -- Pennsylvania Electric Company 
for Network Integration Transmission Service 

1. The annual transmIssIon revenue requirement is $25,532,586and the rate for Network 
Integration Transmission Service is $11.015 per megawatt per year. which reflects the 
facilities within the Zone of 46 kV and higher voltage. Service utilizing facilities at 
voltages below 46 kV will be provided at rates determined on a case-by-case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attaclunent, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Transmission Owners for any amounts payable by them as 
sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes based upon 
or measured by net income) with respect to the amounts payable pursuant to the 
Tariff . 
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ATTACHMENT H-7 

Annual Transmission Rates -- PECO Energy Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $154,469,OOOand the rate for 
Network Integration Transmission Service is $26,743 per megawatt per year, which 
reflects the facilities recorded in FERC Form 1, as transmission for PECO Energy 
Company and its subsidiaries. Service utilizing other facilities will be provided at 
rates determined on a case-by -case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff. 
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ATTACHMENT H-S 

Annual Transmission Rates -- Pennsylvania Power & Light Company Group 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $144,774,OOOand the rate for 
Network Integration Transmission Service is $25,779 per megawatt per year, which 
reflects the facilities within the Zone of 69 kV and higher voltage, Service utilizing 
facilities at voltages below e9W 69 kV will be provided at rates determined on a 
case-by-case basis. 

2, The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission, 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff . 
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ATTACHMENT H-9 

Annual Transmission Rates -- Potomac Electric Power Company 
for Network Integration Transmission Service 

1. The annual transmiSSIOn revenue requirement is $95,880,433 and the rate for Network 
Integration Transmission Service is $21,091 per megawatt per year, which reflects the 
facilities within the Zone of IISkV 115 kV and higher voltage. Service utilizing 
facilities at voltages below IISkV 115 kV will be provided at rates determined on a 
case-by -case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section 1 of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff . 
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ATTACHMENT H-IO 

Annual Transmission Rates -- Public Service Electric and Gas Company 
for Network Integration Transmission Service 

1. The annual transmission revenue requirement is $157,587,365and the rate for 
Network Integration Transmission Service is $23.531 per megawatt per year, which 
reflects the facilities within the Zone of 138kV 138 kV and higher voltage. Service 
utilizing facilities at voltages below 1381£'1 138 kV will be provided at rates 
determined on a case-by -case basis. 

2. The rate in (1) shall be effective until amended by the Regional Transmission 
Owner(s) within the Zone or modified by the Commission. 

3. In addition to the rate set forth in section I of this attachment, the Network Customer 
purchasing Network Integration Transmission Service shall pay for transmission 
congestion charges, in accordance with the provisions of the Tariff, and any amounts 
necessary to reimburse the Regional Transmission Owners for any amounts payable by 
them as sales, excise, "Btu," carbon, value-added or similar taxes (other than taxes 
based upon or measured by net income) with respect to the amounts payable pursuant 
to the Tariff . 
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PJM Control Area Transmission Zones 

(See !.Uaeited) 
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I. Atlantic Electric 
2. Raltimore Gas and Electric 
:.1. De1marva Power and Light 
4. Jersey Central Power & Light 
S. MClropolilan Edison 
6. PEeO Energy 
7. Pennsylvania Electric 
8. Pennsylvania Power & Light 
9. Potomac Electric Power 
10. Public Service Electric and Gas 
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ATTACHMENT K 

RegulatieR. QBet'atiag ReseA'es. aRd l.esses Transmission Congestion Charges and Credits 

Preface. This Attachment specifies the manner in which aU Transmission Customers. 
Network Customers. and Regional Transmission Owners using the Transmission System to 
serve their Native Load Customers (all of the foregoing being referred to as "Transmission 
Users"). will be charged for the costs of congestion on the Transmission System (as set forth 
in section A) and will. in connection with the !?!!!'£helle of firm service. share in the allocation 
of revenues received as Transmission Congestion Charges (as set forth in section B). The 
provisions of this Attachment will apply to aU Tran!W!i§sion Users. whether they are using the 
Transmission System for delivery of their own resources to load. for bilateral transactions. or 
to purchase or sell energy in the PIM InterChange Energy Market. In addition. the 
appendices to this Attachment incorporate into the Tariff for ease of reference the provisions 
of Schedule I of the Operating Agreement ("Schedule 1"). Capitalized terms used in this 
Attachment which are not dermed in the Tariff or in the Attachment. but which are defined 
in Schedule 1 shall have the meanings set forth in Schedule 1. 

A. Transmission Congestion Charges 

1. General. Every Transmission User will be charged for the costs of congestion on 
the Transmission System on the basis of the difference between the Locational Marginal 
Price at the location or locations on the Transmission System where the Transmission User 
supplies energy for transmission and the locatjon or locations where the Transmission User 
withdraws energy from the Transmissjon System. To implement these charges. the Office of 
the Interconnection will calculate credjts for eyery Tranwission User based on the 
Locational Marginal Price at the lOcation or locations at which the Transmission System 
receives energy from the Tu"§mission User. calculated in accordance with section A(2) of 
this Attachment. and will calculate debits based on the Locational Marginal Price at the 
location or locations to which the Tranwinion User uses the Transmission System to deliver 
energy. calculated in aCSONance with section A(3) of this Attachment. The difference. if 
any. between these credits and debils: less the Tranwission User's net payments for 
purchases and sales in the PIM Interchange Energy Market. represents the Transmission 
Congestion Charges borne by the Trnn!W!ission User. No additional Transmission 
Congestion Charges shall be assessed with respect to the Transmission User's sale or 
purchase of energy on the PIM Ingange Energy Market. because the price for the sale or 
purchase of such energy already reflects any differences between Locational Marginal Prices 
associated with the transaction. 
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2. Credits to Transmission Users. 

(a) For each hour during the day. each Transmission User shall be credited with the 
sum of the amounts determined in accordance with the following formula for each of the 
busses at which the Transmission User causes the Transmission System to receive electric 
energy: 

where 

Credit for Each Bus - Generation * Hourly LMP 

Generation -

Hourly 
LMP -

LMP -

The energy supplied by the Transmission User at the bus during 
the hour. measured in whole megawatts. as determined (j) in the 
case of a bus within the PIM Control Area. by the Office of the 
Interconnection utilizing the State Estimator model described in 
Section 2 of Schedule 1. and (m in the case of a bus at the 
border of the PJM Control Area. by the Transmission User's 
transaction request. 

the integrated hourly Locational Marginal Price (LMP) at the 
bus. calculated by the Office of the Interconnection based on five 
minute values; and 

the cost to serve the next increment of load at the bus at the 
lowest possible price consistent with the preservation of reliability 
and transmission system conditions. determined as described in 
Section 2 of Schedule 1. 

(b) Credits shall be calculated in accordance with paragraph (a) for each generation 
bus in the PJM Control Area and for each bus representing an interconnection between the 
PJM Control Area aDd an adjacent control area. The total of the amounts determined in 
accordance with paragraph (a) for all of the locations at which a Transmission User supplies 
energy for receipt by the Transmissjon System shall be summed for that Transmission User. 

3. Debits to Transmission Users. 

(a) For each hour during the day. each Transmission User shall be debited the sum of 
the amounts determined in accordance with the following formula for each of the busses to 
which the Transmission System delivers electric energy for the Transmission User: 
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Debit for Each Bus = (Load + Losses) * Hourly LMP 

where 

Load = 

Losses = 

Hourly 
LMP -

LMP = 

the load at the bus during the hour. measured in whole megawatts. 
determined: (i) in the case of a bus within the PJM Control Area, by the 
Office of the Interconnection utilizing the State Estimator model 
described in Section 2 of Schedule I and the portion of such load at the 
bus attributable to the Transmission User; or (m in the case of a bus at 
the border of the PJM Control Area, by the Transmission User's 
transaction request; 

An allocated share of transmission losses experienced in the PJM 
Control Area. as determined by the Office of the Interconnection in 
accordance with the Tariff; 

The integrated hourly Locational Marginal Price (LMP) at the bus. 
calculated by the Office of the Interconnection based on five minute 
values; and 

The cost to serve the next increment of load at the bus at the lowest 
possible price consistent with the preservation of reliability and 
transmission system conditions. determined as described in Section 2 of 
Schedule 1. 

(b) Debits shall be calculated in accordance with paragraph (a) for each load bus in 
the PJM Control Area and for each bus representing an interconnection between the PJM 
Control Area and an adjacent control area. The total of the amounts determined in 
accordance with paragraph (a) for all of the locations at which a Transmission User receives 
energy delivered by the Transmission System shall be summed for that Transmission User. 

4. Offset of Credits and Debits to a Transmission User. 

The Office of the Interconnection shall take into account both amounts credited to a 
Transmission User in accordance with Section A(2) of this Attachment and amounts debited 
to a Transmission User in accordance with Section A(3) of this Attachment. and shan 
exclude the Transmission User's transactions on the PJM Interchange Energy Market. in 
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issuing a statement, invoice, or payment for the net amount owed to or by that Transmission 
User for Transmission Congestion Charges for any period. 

B. Transmission Congestion Credits. 

1. General . 

2. Determination of Credit. 
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(b) Assignment of Fixed Transmission Rights. Fixed Transmission Rights shall be 
assigned to each Firm Transmission User. based on the points on the Transmission System 
between which the Firm Transmission User has arranged for the firm delivery of electric 
energy. as follows: 

(j) Each Network Customer and each Regional Transmission Owner (each of 
the foregoing being referred to as a "Network Servjce User") shall receive Fixed 
Transmission Rights based on its reservation of capability on the Transmission System to 
deliver electric energy on a firm basis from the Network Service User's Capacity Resources 
or Network Resources. if different. to the Network Seryice User's Network Load or Native 
Load Customers. as applicable. For each Capacity Resource or Network Resource. the 
Network Service User shall designate a number of Fixed Transmission Rights that is less 
than or equal to the installed capacity of the resource. provided that: (1) the sum of the 
Fixed Transmission Rights so designated shall not exceed the Network Load of a Network 
Customer or the projected annual peak load of the Native Load Customers of a Regional 
Transmission Owner. and (2) the Office of the Interconnection determines that the total of 
the Fixed Transmission Rights designated by all Firm Tran§mission Users can simultaneously 
be accommodated by the Transmission System. 

(m Each Transmission Customer shall receive Fixed Transmission Rights in 
an amount equal to the megawatts of Firm Point-to-Point Transmission Service purchased by 
the Transmission Customer for the Point or Points of Receipt and Point or Points of 
Delivery for which the service has been reserved. In accepting applications for Firm Point
to-Point Transmission Service. the Office of the Interconnection shall determine that the 
Fixed Transmission Rights associated with a reservation of such service. together with the 
total of the Fixed Transmission Rights designated by all existing Firm Transmission Users. 
can simultaneously be accommodated by the Transmission System. 

(c) Target Allocation of Credits to Fixed Transmission Rights. The Office of the 
Interconnection shall determine a target allocation of Transmission Congestion Credits for 
each Firm Transmission User for each hour as follows: 

(j) For earn Fixed TraP§p)ission Right held by a Network Service User. the 
target allocation of Trap§p)ission Congestion Credits shall be determined by the following 
formula: 

Target - FTR ... [Load Percentage ... (LMPpELlVERY - LMPp.ECEIPT)l 

where 
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= 

~ 
Percentage -= 

LMPOBLIVERY ~ 

Fixed Transmission Rights between the specified load bus and 
the specified generation bus. in megawatts; 

The percentage of the Network Service User's Network Load or 
Annual Peak Load. as applicable. associated with the load bus 
associated with the Fixed Transmission Right; 

The LMP during the hour at the load bus associated with the 
Fixed Transmission Right; and 

The LMP during the hour at the generation bus associated with 
the Fixed Transmission Right. 

The tarllet allocation resulting from the above formula may be negative if LMPO'lLIVERY ~ 
less than LMPpECBIPT for an hour. For any hour in which the LMPOELIVERY equals the 
LMPpECBIPT in the above formula. no Tranwi§sion Congestion Credits shall be allocated to 
the Fixed Transmission Right. The total target allocation for a Network Service User for 
each hour shall be the sum of the target allOcations associated with all of the Network 
Service User's Fixed Transmission Rights. 

(in For each Fixed Transmission Right held by a Transmission Customer or 
any other Market Participant that is not a Network Service User. the target allocation of 
Transmission Congestion Credits shall be determined by the following formula: 

where 

FTR = 

Target = FTR * [(LMPD'I.LIVERY - LMPpECEIPT)l 

Fixed Tran§mission Rights between the specified load bus and 
the specified generation bus; 

LMPOELIVBRY ~ The LMP during the hour at the bus serving as the Point of 
Deliverv associated with the Fixed Transmission Right; and 
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The target allocation resulting from the above formula may be negative if LMPpELIVERY...i§ 
less than LMPpJ!CEIPr for an hour. For any hour in which the LMPpELIVERY equals the 
LMPpECEIPT in the aboye formula. no Transmission Congestion Credits shall be allocated to 
the Fixed Transmission Right. The total target allocation for a Transmission Customer for 
each hour shall be the sum of the target allocations associated with all of the Transmission 
Customer's Fixed Transmission Rights. 

(d) Distribution of Transmission Congestion Credits. (j) If. in any hour. the total of 
the Transmission Congestion Charges received by the Tran§mission Provider is greater than 
or equal to the total of all target allocations of Tran.mission Congestion Credits. each FTR 
holder shall receive T!l!n§!pis~ion Congestion Credits equal to its target allocation and any 
excess of the Transmission Congestion Charges over the target allocations of Transmission 
Congestion Credits shall be distributed in accordance with subsection (iii). 

(m If, in any hour. the total of the Transmission Congestion Charges received 
by the Transmission Provider is less than the total of all target allocations of Transmission 
Congestion Credits. each FTR holder shall receive Transmission Congestion Credits in 
proportion to its target allocation. 

(iii) The Transmission Congestion Charges paid to the Transmission Provider 
during an hour may exceed the target allocation of Transmission Congestion Credits for that 
hour. In those circumstapces. the excess Tran§mission Congestion Charges accumulated for 
the billing month shall be distributed to each FTR holder in proportion to. but not to exceed. 
any deficiency of the Transmission Congestion Charges received as compared with the target 
allocations of Transmission Congestion Credits pur!maut to (m accumulated for the billing 
month. Any remaining excess Transmission Congestion Charges for a Billing Month shall be 
distributed to the Network Service Users and Transmission Customers purchasing Firm 
Point-To-Point Tran§!Pjssion Service in proportion to their Demand Charges for Network 
Service and their charges for Reserved Capacity for Firm Point-To-Point Transmission 
Service. 

£: Offset of TransmlS"ion Congestion Charges and Transmission Congestion 
Credits. 

The Office of the Interconnection shall take into account both (i) amounts payable by 
a Transmission User with respect to Transmission Congestion Charges as determined in 
accordance with Section A of this Attachment. and (m amounts payable to a Tran',,"¥i.on 
User with respect to Transmission Congestion Credits as determined in accordance with 
Section B of this Attachment. 
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ATTACHMENT K -- APPENDIX 

Preface. The provisions of this &aaei!mellt the Appendix incorporate into the Tariff for ease 
of reference the provisions of Schedule ~! of the PJM IBtereeBBeetieB Operating 
Agreement. As a result, this lHtaehmeBt 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 ~ I of 
the PJM IBterBB!lfleetieB Operating Agreement. All references in this IIttIleImteBt App;ndix 
to "Agreement" or "Schedules" are references to the P.JM IBterseBBBetieB Operating 
Agreement and the schedules thereto unless otherwise noted. References to Schedule ~ 1 
are references to this &tt:aeI!meBt Appendix. 

SCHEDUl.E 'jl,CH 1 TO !lfTl.CHMENTK l.MARKETOPERATIONS 

PJlI.I INTERCHl .. ~E ENERGY ~IAI&KKT 1.1 Introduction. 

1.1 IBtreEilletiBB. 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 Control Area. 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. 

1.2 Gest !lased 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 
Control Area shall not exceed the variable cost of producing such energy or other service, as 
determined in accordance with Schedule 8. g 1 te the Pennsyh'aBia Mar:yloBEI New Jersey 
IBtereenneetieB AgreemeBt ("P.JM IBtereeBBeetieB AgreelBellt") 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. 
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1.3 Defmitions. 

1.3.1 Dispatch Rate. Capaeity ResauFee shall lIleIla a geaeFatiag FesauFee 
al a Party Hereta desigaated aad qualified ta meet sueh Party 
Herete's ebligatiBR8 'a share espaeity reseP'\'es ia aeeerdsaee \vHB the 
PJM laterea_eetiea l.greemeM. 

l.~.l CaRiNI hF. shall BleBR QB eleetFie ,ewe!' s,rsteBl 8F e8BliJiaatieB af eleetFis pa,veF 
systems haBBded 111 iBtePe8BBeetia8 BleteriBg Bad telemet., t8 '..vhleh 8 eallHll8B geBePatiuB 
eOBtpul seheme is appUed is erder tal 

(s~ mateh the pewer autput af the geaeP8taps withia the eleetrie pawer system(s) BRd eaergy 
pHFehased 'F81R _tities 811tside the eleetFie parNe. systelll{s), ,,'ith lIle lead within tile 
eleetrie pawer system(&) I 

fh~ IRIIiat&ia sebeduled iaterebaage with ather CaMral Areas, withia the limits af Gaad 
Utility PNetiee, 

(e~ 1R8ia~ the fFequeaey af the eleetrie pawer system(s) withia Feasa_IJle limits ia 
aeeardaaee with Gaad lJftIity Praetiee _d the eriterla efthe appllesb'e regieaal reliability 
eauaeil ar NERC, 

{tI) maiBtaiB pa"re. Aa"rs 88 tPaBsadssiaB faeiIHies withiB apppepPiate Iimils '8 ppese~re 
FeliabilitylBRd 

{~ ,F8¥ide saflieieat geaePBtiag eapaei'f '8 IR8iataiB apePidiBg reserves ia aee9.dBBee with 
Gaad Utility Pfoaetiee. 

~':'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. 
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l.a,4 Kmergeaey sll:811 lIleaD. fij 8ft aiJB8FIl18I s,rstem e8Bditi8B FeEfuiFiBg 
IB&BUal 8F ButelBlKie BetieD t8 lB8iataiB systelB ,pe'IBeBey, 9F t8 
p'e¥eBt less 8f firm lead, equiplBeBt damage, 8. 'Fippial 8£ system 
el_tis that eeuld adversely affeet the reliability ef lIB eleetFie system 
8. the SOH:ty of ,eHeDs 8. ,pepeRYI 8. (iij B ruel sheNge .e:quiriBg 
depaFtuFe 'P8Rl B8FBl81 epeF8tiBg pF8eedll.e5 iB orde"8 mjBjmj'e the 
use 8f sHeil Se9.ee fuel, 8. (iii) 8 eOBEiitisB that .equires 
impiemeBt8tioB 8f emergeBe,r p.oeedupes as derIDed iB the PBf 
MlIBuals 1.3.2 Equivalent Load. 

-hH':Equivalent Load:' shall mean the sum of an Internal Market Buyer's net 
system requirements to serve its customer load in the PIM Control Area, 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 PIM Interchange Energy Market for consumption by end-users outside the PIM 
Control Area, or for load in the Control Area that is not served by Network Transmission 
Service. 

t...J.rl ~ External Resource: 

:=-_":"'""":"'""~~~ T~;;'~~ shall mean a generation resource located outside the metered 
boundaries M 

1.3.5 Fixed Transmission Right. 

"Fixed Transmission Right" shall mean a number determined as specified in 
Section 5.2.2 of this Schedule. 
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1.3.6 Generating Market Buyer.1.a.8~PSt Ceatillgeaey Basis shaD mesa 
epeFatiea ef the 11110. peweF eleetFie supply sy~em 1ft the PDf CeatFel 
l:\rea ill 8 BlBBBer iBteBded t8 ppeteet apiBst the eOB5etIBeBees 8f the 
failu.e e. malfllaetiea ef aa,' slagle III1Ik pewe. fa", SUM that pFie. 
te a eeatlftgeaey eeeaPPlag (ft) the leadiag ea aU suell III1Ik pewer 
faeilities is maintained withia 88P1B81 eSBHH8115 NtiBgs, ad (IJ) 
veltages a.e maiata'ned at pPedetePmlRed aePlBBl .hedllies at aU lead 
levelsl aad Sllell that immediately reOe'Niag aar slagle faeility 
IBBiluBeti8B 8. IailuN (I) the IS8dIBg 88 all .ema;RjRg faeilHies eaB 
lie IIlIipeeted te lie within eme.gerey Fatlftgs, (ii) s~em stalliIit~' is 
malfttaiaed, aad (iii) aa aeeeptaille veltage p.eAle is malataiaed. 

~':Generating Market Buyer:' shall mean an Internal Market Buyer that owns 
or has contractual rights to the output of generation resources capable of serving the Market 
Buyer's load in the PIM Control Area, or of selling energy or related services in the PIM 
Interchange Energy Market or elsewhere. 

1.3.7 Generator Forced Outage. 

1.3.1Q':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 PIM 
Manuals. A reduction in output or removal from service of a generating unit in response to 
changes in or to affe81 market conditions shall not constitute a Generator Forced Outage . 

1.3.8 Generator Maintenance Outage. 

1.3.11':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 PIM Manuals. 

1.3.9 Generator Planned Outage. 

1.3.12':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 Interconnection in accordance with the PIM Manuals. 
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1.a,la Geed Utility PNetiee shBD meaD BDy el the preetiees, metlteds BDd 
Bets ealaKed iB 8F appF8ved It, a sigaifieent p8"i88 8f tile eleetFie 
utility iBdustry duMg tlte rele¥BDt time pePied, er BDy ee the 
pP8etiees, metlie. ed aets \vhieh, iB the Hereise 81 Fe8S8B8hle 
judgmeBt ill liglit 8f the faets liBe,,'B at the time the deeisioB ",,"8S 

rna de, eeuld ha¥e heeD eJiipeeted te Beeemplish the desired Fesult Bt a 
reaseBBllie eest eeBSisteat with geed husiBess preetiees, reliahility, 
safety Md eJiipeditieD. Geed Utility Pi'Betiee is Det iBteDded te lie 
limited te tlte eptimum preeaee, !Bethed, er Bet te the eHlusieD ee all 
etlieN, lIut Fathe. is ilHeBded &8 meltule aeee,"'b.e ,FaRlees, metlieEis, 
er Bets geaerelly Beeepted iB the regieD. 1.3.10 Internal Market 
Buyer. 

1.3. 14'::Internal Market Buyer,: shall mean a Market Buyer making purchases of 
energy from the PJM Interchange Energy Market for consumption by end-users inside the PJM 
Control Area. 

1.3.11 Inadvertent Interchange. 

"Inadvertent Interchange" shall mean the difference between net actual energy 
flow and net scheduled energy flow into or out of 1. 3 . U Laad Sef'liag BBtMy shall IBeItll IlR 

eBtify tHat Rae eeeR gFalH8e the QUtB9fKy 9f kas BB e13ligati98 pQfSBaRt t9 Smte 9F Iasal Ia\\' , 
regulllliaa ar frIInehise ta sell eleetrie e_ttY ta eaa USeFS laellled withia the PJM Control Area, 
as determined and allocated each hour af the duly desigaated &gem ae suelt IlR emity. 

1.3 . 1 (i UaeaRStrIliaeEl MllfiEet ClellfiBg Pfiee shall IBeIlR the hallfly _kat elellfiag priee far 
8B8rgy sale:aJateEi as speeified is AppeBEIm 1";. '9 SekedBle 7.Ql 1. 

1. 3 . 17 MlI:Fket Bllyer shall Hleltll a PrAy lIerete thIll has Hlet feasaRllllle efeditwerthiRess 
stltlldaftis estaBlished by the Office of the Interconnection l1li8 that is athep,',ise aBle te RlRke 
pllfehases iR the PJM ImefeltRBge Baergy MarlEet. in accordance with the procedures set forth 
in the PJM Manuals. 

1.3.12 Market Operations Center. 

1.3.18'::Market Operations Center,: shall mean the equipment, facilities and 
personnel used by or on behalf of a Market Participant to communicate and coordinate with the 
Office of the Interconnection in connection with transactions in the PJM Interchange Energy 
Market or the operation of the PJM Control Area. 
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1.~.19l\lerket Pilrtieip8Bt shall meaH a Marliet Buyer 8r a Market Seller, 8F 
IMItIh 

1.a.l9~4aPket Selle. shaD meaa a Papt~! Herete that has met reassB8hle et'edH\"QrtliiBess 
s~daFds estahlifihed Ity the omee 8f the IBte.e8BBeeti8B ed that is ethePWise &hIe t8 
_ke sales ill the PJM IBterehaHge EHergy Marl,et. 1.3.13 Maximum Generation 
Emergency. 

1.~.21':Maximum Generation Emergency:' shall mean an Emergency declared by 
the Office of the Interconnection in which the Office of the Interconnection anticipates requesting 
one or more Capacity Resources to operate at its maximum net or gross electrical power output, 
subject to the equipment stress limits for such Capacity Resource, in order to manage, alleviate, 
or end the Emergency. 

1.3.14 Minimum Generation Emergency. 

"Minimwn Generation Emergency" shall mean an Emergency declared by the 
Office of the Interconnection in which the Office of the Interconnection anticipates requesting 
one or more generating resources to operate at or below Normal Minimum Generation. in order 
to manage. alleviate. or end the Emergency. 

1.3.15 Network Resource. 

"Network Resource" shall have the meaning specified in the PJM Tariff. 

____ ......;I;I.;,;;.3:;;.1t.:i61.~.22 Network Service User; 

"Network Service User" shall mean an entity using Network Transmission 
Service. 

1.3.17 Network Transmission Service. 

"Network Transmission Service" shall mean transmission service provided 
pursuant to the rates. terms and conditions set forth in Part III of the PJM Tariff. or 
transmission service comparable to such service that is provided to a Load Serving Entity that 
is also a Regional Transmission Owner as that term is defined in the PJM Tariff. 

1.3.18 Normal Maximum Generation. 

"Normal Maximum Generation" shall mean the highest output level of a 
generating resource under normal operating conditions. 

1.3.19 Normal Minimum Generation. 

"Normal Minimum Generation" shall mean the lowest output level of a generating 
resource under normal operating conditions. 
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1.3.20 Offer Data. 

* 1 moved from here; text not shown 

1.3 . ~ 4 ~T8fH1&1 J.iHimum GeftefatieB sRall mean tHe highest BUffJ1:It level sf 8 geBef&ting reSBluee 
lIsse, Ber-mal epef&tiBg eeBditisRS. 

1.3 .25 NefRl8l )'fiBinHHB Geaef&tisft shall mee fhe ls\'}est elltfJat leyel af a geBefatiBg reS8\:1fee 
BREIer fteffB8l epef8tiBg seR4itieas. 

1.3.26':Offer Data:' shall mean the scheduling. operations planning. dispatch. new resource. and 
other data and information necessary to schedule and dispatch generation resources for the 
provision of energy and other services and the maintenance of the reliability and security of the 
transmission system in the PJM Control Area. and specified for submission to the PJM 
Interchange Energy Market for such purposes by the Office of the Interconnection. 

1.3.21 Omce of the Interconnection Control Center. 

1.3.27':Office of the Interconnection Control Center:' shall mean the equipment, 
facilities and personnel used by the Office of the Interconnection to coordinate and direct the 
operation of the PJM Control Area and to administer the PJM Interchange Energy Market. 
including facilities and equipment used to communicate and coordinate with the Market 
Participants in connection with transactions in the PJM Interchange Energy Market or the 
operation of the PJM Control Area. 

loa.18~ Operating Day: 

"Operating Day" shall mean the daily 24 hour period beginning at midnight for 
which transactions on the PJM Interchange Energy Market are scheduled. 

1.a.190pePtlHag ReseRes shall BleRR the aBl8HMS 81,meNtiag eapaeHy 
selledaled ta he IWIIiIshle fer s,eeified ,eriads af lIB e,eNtitt!!: Bay ta 
eRSliPe the reliahle epePMi8B 81 the 1\91 CeMPeI {Hea, as speeiti.ed io 
the P.J.M MaRaBls. 1.3.23 Operating Margin. 

1.3.3Q PJJ.( GeRkei Area skall meall the GeRtrel Area reeegaii5eEley NeRC as 
the PlM GeBtrei Area. "Operating Margin" shall mean the incremental adjustments. measured 
in megawatts. required in PJM Control Area operations in order to accommodate. on a First 
Contingency Basis as that term is defined in the PJM Manuals. an operating contingency in the 
PJM Control Area resulting from operations in an interconnected Control Area. Such 
adjustments may result in constraints causing Transmission Congestion Charges. or may result 
in Ancillary Services charges pursuant to the PJM Tariff. 
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1.3.24 Operating Margin Customer. 

"Operating Margin Customer" shall mean a Control Area purchasing Operating 
Margin pursuant to an agreement between such other Control Area and the LLC. 

1.3.25 PJM Interchange. 

1.3.31'::PJM Interchange,: shall mean the following, as determined in accordance 
with the Schedules to tile PlM IIltefe8BBeeti81l !!ll§. Agreement and the PJM Manuals: (a) the 
amount by which an Internal Market Buyer's hourly Equivalent Load exceeds, or is exceeded 
by, the sum of the hourly outputs of the Internal Market Buyer's operating generating resources; 
or (b) the hourly scheduled deliveries of Spot Market Energy by an External Market Seller; or 
(c) the hourly net metered output of any other Market Seller; or (d) the hourly scheduled 
deliveries of Spot Market Energy to an External Market Buyer. 

1.3.3lPJM IBterehaBge Eaer",J\fttFliet shall meea the regina) ealllpetiti'l'e 
market fer tile I'urehase BBd sale af eleetFie eBer", at whalesale iB 
iBieFState e81RBleFee BRd Felated seR'iees estaIJlished ,URUBBt t8 this 
Sehedule. 1.3.26 PJM Interchange Export. 

1.3.33'::PJM Interchange Export,: shall mean the following, as determined in 
accordance with Schedules to tile PlM IIltefe8BBeeti8B this Agreement and the PJM Manuals: 
(a) the amount by which an Internal Market Buyer's hOUrlY Equivalent Load is exceeded by the 
sum of the hourly outputs of the Internal Market Buyer's operating generating resources; or (b) 
the hourly scheduled deliveries of Spot Market Energy by IHl BlEtefBIIl !l Market Seller from an 
External Resource; or (c) the hourly net metered output of any other Market Seller. 

1.3.27 PJM Interchange ImPOrt. 

103.341.3.27 "PJM Interchange Import,: shall mean the following, as determined 
in accordance with the Schedules to tile PlM IBtefe8DBeeti81l !!ll§. Agreement and the PJM 
Manuals: (a) the amount by which an Internal Market Buyer's hourly Equivalent Load exceeds 
the sum of the hourly outputs of the Internal Market Buyer's operating generating resources; 
or (b) the hourly scheduled deliveries of Spot Market Energy to an External Market Buyer. 
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l.~,~& Pal "faBuals shaD mesR the iBstFUe~8Bs, rules, p.eeeduFes and 
guideliBes estaillished II:!, tlte OtHee 8r tlte lBteFe8BBeetioa reF tlte 
8peMi8a, pEaiag, IIRd aee811atiag Fe'llljpemeats 8r tile PdM C8atF81 
,\ree IIRd tlte PdM late.eliaage KBergr Market. 1.3.28 PJM Open 
Access Same-time Information System. 

1.3.3(1'::PIM Open Access Same-time Information System':' shall mean the 
electronic communication system for the collection and dissemination of information about 
transmission services in the PIM Control Area, established and operated by the Office of the 
Interconnection in accordance with FERC standards and requirements. 

1,~,~!7manned TFBam:!oohn Outage shall hB'l'e tile lBeaaiag speeified ia the 
T.pnsmiooi8a Oft'llers l~greemeat. 

l.;J.;JSRampiag Capallilit:!, shaD meaa tile slIstaiaed rate 8f ehllRge of geneMo. OlltPllt, ia 
megawatts pep miRllte. 1.3.29 Point-to-Point Tl'!nsmission Service. 

!!....! 1.3 .a~ POle ... vefk"Point-to-Point Transmission Service-=. shall mean 
transmission service provided pursuant to the rates, terms and conditions set forth in Part HI U 
of the PIM Tariff. -

1.3.30 Ramping Capability. 

"Ramping Capabilitv" shall mean the sustained rate of change of generator output. 
in megawatts per minute. 

1.3.31 Regulation. 

1.3.39'::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 Regulation Class. 

1.3. 49'::Regulation Class':' shall mean a subset of the generation units capable of 
providing Regulation to the PIM Control Area determined by a range of costs for providing 
Regulation as specified by the Office of the Interconnection using procedures specified in the 
PIM Manuals . 
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1.3.41 Spet Mapliet Eaepgy shall meaa eaepgy beught ep said by Mapket 
PaptieiPBBts thFeugh the PJM Ia&eFehBBge Ealll'gy MtlFliet at the 
UBeoastPBiBed Market ClesPiag PPiee detePIIIiBed as speeiAed ia 
! .. ppeadili: ..... to Sehedule 7.91 1 of tIHs lAtsekmea&. 

1.~;41T8Piffsll8U meaa the PRtI CaRt"' Area O,es ! .. eeess TPBBSmissisB 'Iilriff. 

1.~.4~&edispateh Cast sho'l .eBB tile speeiAe east feF pF8~diBg tFaBSP'issisB eeastFsiRt 
e8Bt.el as set fefth iB l .. "eaEiHi h t8 Sehellyle 7.91 1 8f this Mteehmeat, 

1.3.44 (Net used) 1.3.33 SPOt Market Energy. 

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

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. 

Transmission Congestion Credit. 

"Transmission Congestion Credit" shall mean the allocated share of total 
Transmission Congestion Charges credited to each holder of Fixed Transmission 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 Trynsmission 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 PIM 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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1.3.38 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 the PIM Manuals. 

1.4 Market Buyers. 

1.4.1 Oualification. 

(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. 

(b) An applicant that is a Load Serving Entitv or that will purchase on behalf 
of a Load Serving Entitv shall establish to the satisfaction of the Office of the Interconnection 
that the end-users as to which it or its principal is the Load Serving Entitv. and which will be 
served through energy and related services purchased in the PIM Interchange Energy Market. 
are located electrically within the PIM Control Area. or will be brought within the PIM Control 
Area prior to any purcha§es from the PIM Interchange Energy Market by the Load Serving 
Entitv or its agent. Such applicant shall further demonstrate that: 

j) The foregoing Load Serving Entitv (the applicant or its principal) is 
obligated to meet the requirements of the Reliabilitv Assurance 
Agreement; and 

jj) The foregoing Load Serving Entitv is or will be a Network Service User 
as required by the Reliability Assurance Agreement for all PIM 
Interchange Energy Market purchases. 

(c) An applicant that is not a Load Serving Entity or purchasing on behalf of 
a Load Serving Entity shall demonstrate that: 

Revised: 
Effective: 

The applicant has obtained or will obtain Point-to-Point Transmission Service for 

ii) 

(d) 

j) 

all PIM Interchange Energy Market purchases; and 

The applicant's PIM Interchange Energy Market purchases will ultimately 
be delivered to a load in another Control Area that is recognized by 
NERC and that complies with NERC's standards for operating and 
planning reliable bulk electric systems. 

All applicants shall demonstrate that: 

The applicant is capable of complying with all applicable metering. data 
storage and transmission. and other reliability. operation. planning and 
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ii) The applicant meets the creditworthiness standards established by the 
Office of the Interconnection, or has provided a letter of credit or other 
form of security acceptable to the Office of the Interconnection; and 

iii) The applicant has paid all applicable fees and reimbursed the Office of the 
Interconnection for all unusual or extraordinary costs of processing and 
evaluating its application to become a Market Buyer, and has agreed in its 
application to subject any disputes arising from its application to the PJM 
Dispute Resolution Procedures. 

(e) The applicant shall become a Market Buyer upon a final favorable 
determination on its application by the Office of the Interconnection as specified below. and 
execution by the applicant of counterparts of thi§ Agreement. 

1.4.2 Submission of Information. 

The applicant shall furnish all infOrmation reasonably requested by the Office of 
the Interconnection in order to determine the applicant'§ qualification to be a Market Buyer. 
The Office of the Interconnection may waive the submission of information relating to any of 
the foregoing criteria. to the extent the information in the Office of the Interconnection's 
possession is sufficient to evaluate the application againg such criteria. 

1.4.3 Fees and Costs. 

The Office of the Interconnection §hall require all applicants to become a Market 
Buyer to pay a uniform application fee. initially in the amount of $1.500. to defray the ordinary 
costs of processing such applications. The application fee mall be revised from time to time as 
the Office of the Interconnection §hall determjne to be nece§sarv to recover its ordinary costs 
of processing applications' Any unu§ual or extraordinary costs incurred by the Office of the 
Interconnection in processing an application shall be reimbursed by the applicant. 
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1.4.4 Office of the Interconnection Determination. 

Upon submission of the information specified above. and such other information 
as shall reasonably be requested by the Office of the Interconnection. the Office of the 
Interconnection shall undertake an evalnation and investigation to determine whether the 
applicant meets the criteria specified above. As soon as practicable. but in any event not later 
than 60 days after submission of the foregoing information. or such later date as may be 
necessary to satisfy the requirements of the Reliabilitv Assurance Agreement. the Office of the 
Interconnection shall notify the applicant and the members of the Members Committee of its 
determination. along with a written summary of the basis for the determination. The Office of 
the Interconnection shall respond promptIv to any reasonable and timely request by a Member 
for additional information regarding the basis for the Office of the Interconnection's 
determination. and shall take such action as it shall deem appropriate in response to any request 
for reconsideration or other action submitted to the Office of the Interconnection not later than 
30 days from the initial notification to the Members Committee. 

1.4.5 Existing Participants. 

Any entity that was qualified to participate as a Market Buyer in the PJM 
Interchange Energy Market under the Operating Agreement of PJM Interconnection L.L.C. in 
effect immediately prior to the Effective Date shall continue to be qualified to participate as a 
Market Buyer in the PIM InterChange Energy Market under this Agreement. 

1.4.6 Withdrawal. 

(a) An Internal Market Buver may withdraw from this Agreement by giving 
written notice to the Office of the Interconnection specifying an effective date of withdrawal not 
earlier than the effective date of (i) its withdrawal from the Reliabilitv Assurance Agreement. 
or (m the assumption of its obligations under the Reliabilitv Assurance Agreement by an agent 
that is a Market Buyer. 

(b) An External Market Buyer may withdraw from this Agreement by giving 
written notice to the Office of the Intercopnection specifying an effective date of withdrawal at 
least one day after the date of the notice. 
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(d) A Market Buyer that has withdrawn from this Agreement may reapply to 
become a Market Buyer in accordance with the provisions of this Section 1.4, provided it is not 
in default of any obligation incurred under this Agreement. 

1.5 Market SeUers, 

1.5,1 Qualification. 

A Member that demonstrates to the Office of the Interconnection that the Member 
meets the standards for the issuance of an order mandating the provision of transmission service 
under section 211 of the Federal Power Act. as amended by the Energy Policy Act of 1992. may 
become a Market Seller upon execution of this Agreement and submission to the Office of the 
Interconnection of the applicable Offer Data in accordance with the provisions of this Schedule. 
All Members that are Market Buyers shall become Market Sellers upon execution of the PJM 
Dispute Resolution Agreement and submission to the Office of the Interconnection of the 
apolicable Offer Data in accordance with the provisions of this Schedule. 

1.5.2 Withdrawal. 

(a) A Market Seller may withdraw from this Agreement by giving written 
notice to the Office of the Interconnection specifying an effective date of withdrawal at least one 
day after the date of the notice; provided, however, that withdrawal shall not relieve a Market 
Seller of any obligation to deliver electric energy or related services to the PJM InterChange 
Energy Market pursuant to an offer made prior to such withdrawal, to pay its share of any fees 

(b) A Market Seller that has withdrawn from this Agreement may reapply to 
become a Market Seller at any time. provided it is not in default with respect to any obligation 
incurred under this Agreement. 

1.6 Office of the Interconnection. 

1.6.1 Qperation of the PJM Interchenge Energy Market 

The Office of the Interconnection shall operate the PJM Interchange Energy 
Market in accordance with this Agreement. 
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1.6.2 Scope of Services. 

The Office of the Interconnection shall. on behalf of the Market Participants. 
perform the services pertaining to the PJM Interchange Energy Market specified in this 
Agreement. including but not limited to the following: 

Revised: 
Effective: 

j) Administer the PIM Interchange Energy Market as part of the PIM 
Control Area. including scheduling and dispatching of generation 
resources. accounting for transactions. rendering bills to the Market 
Participants. receiving payments from and disbursing payments to the 
Market Participants. maintaining appropriate records. and monitoring the 
compliance of Market Participant§ with the provisions of this Agreement. 
all in accordance with applicable provisions of the Office of the 
Interconnection Agreement. and the Schedules to this Agreement; 

jj) Review and evaluate the qualification of entities to be Market Buyers or 

v) 

vii) 

Market Sellers under applicable provisions of this Agreement; 

Determine and declare that an Emergency is expected to exist. exists. or 
has ceased to exi§t. in all or any part of the PIM Control Area. or in 
another Control Area interconnected directly or indirectly with the PJM 
Control Area. and serve as a primary point of contact for interested state 
or federal agencies; 

Coordinate the Wailment or shedding of load. or other measures 
appropriate to alleviate an Emergency. in order to preserve reliabilitv in 
accordance with NERC and MAAC principles. guidelines and standards. 
and to ensure the operation of the PJM Control Area in accordance with 
Good Utility Practice and the this Agreement; 
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viii) Protect confidential information as specified in this Agreement; and 

ix) Send a representative to meetings of the Members Committee or other 
Committees, subcommittees, or working groups specified in this 
Agreement or formed by the Members Committee when requested to do 
so by the chair or other head of such committee or other group. 

1.6.3 Records and Reports. 

The Office of the Interconnection shall prepare and maintain such records and 
prepare such reports, including. but not limited to quarterly budget reports, as are required to 
document the performance of its obligations to the Market Participants hereunder in a form 
adopted by the Office of the Interconnection upon consideration of the advice and 
recommendations of the Members Committee, The Office of the Interconnection shall also 
produce special reports reasonably requested by the Members Committee and consistent with 
FERC's standards of conduct; provided. however, the Market Participants shall reimburse the 
Office of the Interconnection for the costs of producing any such report. Notwithstanding the 
foregoing, the Office of the Interconnection shall not be required to disclose confidential or 
commercially sensitive information in any such report, 

1.6.4 PJM Manuals. 

The Office of the Interconnection shall prepare, maintain and update the PJM 
Manuals consistent with this Agreement. The PJM Manuals shall be available for inspection by 
the Market Participants, regulatory authorities with jurisdiction over the LLC or any Member, 
and the public. 

M LZ General. 

"4.1 RelatioBSliip to MI COMpel Area. The MI latepeliaBge EBepgy 
M8I'ket operatea witlliB 8BtI suhj eet to the pelillipemeBts fep the 
operatioB of tile MI Co&tP81 Area. 1.7.1 Market Sellers. 

Only Market Sellers shan be eligible to submit offers to the Office of the 
Interconnection for the sale of electric energy or related services in the PIM Interchange Energy 
Market. Market Sellers shall comply with the prices. terms, and operating characteristics of all 
Offer Data submitted to and accepted by the PJM Interchange Energy Market. 

1.7.2 Market Buyers. 

Only Market Buyers $all be eligible to purchase energy or related services in the 
PJM Interchange Energy Market. Market Buyers shall comply with all requirements for making 
purchases from the PJM Interchange Energy Market. 
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1. 7.3 Agents. 

A Market Participant may participate in the PIM Interchange Energy Market 
through an agent. provided that the Market Participant informs the Office of the Interconnection 
in advance in writing of the appointment of such agent. A Market Participant participating in 
the PIM Interchange Energy Market through an agent shall be bound by all of the acts or 
representations of such agent with respect to transactions in the PIM Interchange Energy Market. 
and shall ensure that any such agent complies with the requirements of this Agreement. 

1. 7.4 General Obligations of the Market Participants. 

(a) In performing its obligations to the Office of the Interconnection 
hereunder. each Market Participant shall at all times (j) follow Good Utility Practice. (m comply 
with all applicable laws and regulations. (iii) comply with the applicable principles. guidelines. 
standards and requirements of FERC. NERC and MAAC. (iv) comply with the procedures 
established for operation of the PIM Interchange Energy Market and PIM Control Area and (v) 
cooperate with the Office of the Interconnection as necessary for the operation of the PIM 
Control Area in a safe. reliable manner consistent with Good Utility Practice. 

Agreement. 

The Office of the Interconnection may establish such committees with a 
representative of each Market Participant. and the Market Participants agree to provide 
appropriately qualified personnel for such committees. as may be necessary for the Office of the 
Interconnection to perform its obligations hereunder. 

(d) All Market Participants shall provide to the Office of the Interconnection 
the scheduling and other information specified in the Schedules to this Agreement, and such 
other infonnation as the Office of the Interconnection may reasonably require for the reliable 
and efficient operation of the PIM Control Area and the PIM Interchange Energy Market. and 
for compliance with applicable regulatory requirements for posting market and related 
information. Such infOrmation shall be provided as much in advance as possible. but in no event 
later than the deadlines established by the Schedules to this Agreement. or by the Office of the 
Interconnection in conformance with such Schellules, Such infonnation shall include, but not 
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be limited to. maintenance and other anticipated outages of generation or transmission facilities. 
scheduling and related information on bilateral transactions and self-scheduled resources. and 
implementation of active load management. interruption of load. and other load reduction 
measures. The Office of the Interconnection shall abide by appropriate requirements for the 
non-disclosure and protection of any confidential or proprietary information given to the Office 
of the Interconnection by a Market Participant. Each Market Participant shall maintain or cause 
to be maintained compatible information and communications systems. as specified by the Office 
of the Interconnection. required to transmit scheduling. dispatch. or other time-sensitive 
information to the Office of the Interconnection in a timely manner. 

(e) Each Market Participant shall install and operate. or shall otherwise 
arrange for. metering and related equipment capable of recording and transmitting all voice and 
data communications reasonably necessary for the Office of the Interconnection to perform the 
services specified in this Agreement. A Market Participant that elects to be separately billed for 
its P JM InterChange shall be individually metered in accordance with Section 14 of this 
Agreement. or shall agree upon an allocation of PJM Interchange between it and the Market 
Participant through whose meters the nnmetered Market Participant's PJM Interchange is 
delivered. The Office of the Interconnection shall be notified of the allocation by the foregoing 
Market Participants. 

(Q Each Market Participant shall operate. or shall cause to be operated. any 
generating resources owned or controlled by such Market Participant that are within the PJM 
Control Area or otherwise SUPPlying energy to or through the PJM Control Area in a manner 
that is consistent with the standards. requirements or directions of the Office of the 
Interconnection and that will permit the Office of the Interconnection to perform its Obligations 
under this Agreement; provided. however. no Market Participant shall be required to take any 
action that is inconsistent with Good Utilitv Practice or applicable law. 

(g) Each Market Participant shall follow the directions of the Office of the 
Interconnection to take actions to prevent. manage. alleviate or end an Emergency in a manner 
consistent with this Agreement and the procedures of the PJM Control Area as specified in the 
PJM Manuals. 

Each Market Participant shall obtain and maintain all permits. licenses or 
approvals required for the Market Participant to participate in the PJM Interchange Energy 
Market in the manner contemplated by this Agreement. 
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1.7.5 Market Operations Center. 

Each Market Participant shall maintain a Market Operations Center. or shall make 
appropriate arrangements for the performance of such services on its behalf. A Market 
Operations Center shall meet the performance, equipment, communications, staffing and training 
standards and requirements specified in this Agreement for the scheduling and completion of 
transactions in the PJM InterChange Energy Market and the maintenance of the reliable operation 
of the PJM Control Area, and shall be sufficient to enable (i) a Market Seller to perform all 
terms and conditions of its offers to the PJM Interchange Energy Market, and (ii) a Market 
Buyer to conform to the requirements for purchasing from the PJM Interchange Energy Market. 

1. 7.6 Scheduling and Dispatching. 

(a) The Office of the Interconnection shall schedule and dispatch generation 
economically on the basis of least-cost, security-constrained dispatch and the prices and operating 
characteristics offered by Market Sellers, continuing until sufficient generation is dispatched to 
serve the PIM Interchange Energy Market energy purchase requirements under normal system 
conditions of the Market Buyers, as well as the requirements of the PIM Control Area for 
ancillarY services provided by such generation, in accordance with this Agreement. Scheduling 
and dispatch shall be conducted in accordance with this Agreement. 

(b) The Office of the Interconnection shall undertake to identify any conflict 
or incompatibility between the scheduling or other deadlines or specifications applicable to the 
PJM Interchange Energy Market. and any relevant procedures of another Control Area, or any 
tariff (including the PIM Tarim. Uppn determining that any such conflict or incompatibility 
exists. the Office of the Interconnection shall propose tariff or procedural changes. and undertake 
such other efforts as may be appropriate. to resolve any such conflict or incompatibility. 

1. 7.7 Pricing. 

The price paid for energy bought and sold in the PJM Interchange Energy Market 
will reflect the hourly bocational Marginal Price at each load and generation bus. determined 
by the Office of the Interconnection in accordance with this Agreement. Transmission 
Congestion Charges, which shall be determined by differences in Locational Marginal Prices in 
an hour caused by transmission constraints, shall be calculated and collected. and the revenues 
therefrom shall be disbursed, by the Office of the Interconnection in accordance with this 
Schedule. 

1. 7.8 Generating Market Buyer Resources. 

A Generating Market Buyer may elect to self-schedule its generation resources 
up to that Generating Market Buyer's Equivalent Load, in accordance with and subject to the 
procedures specified in this Schedule. and the accounting and billing requirements specified in 
Section 3 to this Agreement. 
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1.7.9 Delivery to an External Market Buyer. 

A purchase of Spot Market Energy by an External Market Buyer shall be 
delivered to a bus or busses at the border of the PJM Control Area specified by the Office of 
the Interconnection. using Point-to-Point Transmission Service paid for by the External Market 
Buyer. Further delivery of such energy shall be the responsibility of the External Market Buyer. 

1.7.10 Other Transactions. 

Market Participants may enter into bilateral contracts for the purchase or sale of 
electric energy to or from each other or any other entity. subject to the obligations of Internal 
Market Buyers to make Capacity Resources available for dispatch by the Office of the 
Interconnection. Bilateral arrangements that contemplate the physical transfer of energy to or 
from a Market Participant shall be reported to and coordinated with the Office of the 
Interconnection in accordance with this Schedule. To the extent the Office of the 
Interconnection dispatches a Generating Market Buyer's generation resources. such Generating 
Market Buyer may elect to net the output of such resources against its hourly Equivalent Load. 
Such a Generating Market Buyer shall be deemed a buyer from the PIM Interchange Energy 
Market to the extent of its PIM Interchange Imports. and shall be deemed a seller to the PJM 
Interchange Energy Market to the extent of its PIM Interchange Exports. 

1. 7.11 Emergencies. 
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1.7.12 Each Market Participant shall pay all fees and charges of the Office of the 
Interconnection for operation of the PJM Interchange Energy Market as determined by and 
allocated to the Market Participant by the Office of the Interconnection in accordance with 
Schedule 3. 

1.7.13 Relationship to PJM Control Area. 

The PIM InterChange Energy Market operates within and SUbject to the 
requirements for the operation of the PJM Control Area. 

1.7.14 PJM Manuals. 

1.4.2 PRof MlIRIIIIIs. The Office of the Interconnection shall be responsible for 
maintaining, updating, and promulgating the PJM Manuals as they relate to the operation of the 
PJM Interchange Energy Market. The PIM Manuals, as they relate to the operation of the PJM 
Interchange Energy Market, shall conform and comply with the PlM IfltefseBBeeaefl !!!.i§. 
Agreement, NERC operating policies, and MAAC reliability principles, guidelines and 
standards, and shall be designed to facilitate administration of an efficient energy market within 
industry reliability standards and the physical capabilities of the PJM Control Area. 

1.7.15 Corrective Action. 

1. 4.~ CBR'Bsti¥B AstiBfl. Consistent with Good Utility Practice, the Office of the 
Interconnection shall be authorized to direct or coordinate corrective action, whether or not 
specified in the PJM Manuals, as necessary to alleviate unusual conditions that threaten the 
integrity or reliability of the PJM Control Area or the regional power system. 

1.7.16 Recording. 

1. 4.4 ReseFtliflg. Subject to the requirements of applicable State or federal law, 
all voice communications with the Office of the Interconnection Control Center may be recorded 
by the Office of the Interconnection and any Market Participant communicating with the Office 
of the Interconnection Control Center, and each Market Participant hereby consents to such 
recording. 

1.7.17 Operating Reserves. 

1. Ui D!lBflltiflg Reserves. The Office of the Interconnection shall schedule to the 
Operating Reserve and load-following objectives of the PJM Control Area, as defined in the 
PJM Manuals, in scheduling resources pursuant to this Schedule. 
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l.4.6 LL!!I Regulation. 

(a) Regulation shall be supplied from generators located within the metered 
electrical boundaries of the PJM Control Area. Generating Market Buyers, and Market Sellers 
offering Regulation, shall comply with applicable standards and requirements for Regulation 
capability and dispatch specified in the PJM Manuals. 

(b) The Office of the Interconnection shall obtain and maintain an amount of 
Regulation equal to the PJM Control Area Regulation objective as specified in the PJM Manuals. 

fet The Regulation range of a unit shall be at least twice the amount of Regulation 
assigned. 

(d) A unit capable of automatic energy dispatch that is also providing 
Regulation shall have its energy dispatch range reduced Hem tile RegulatieB FlIBge by twice the 
amount of the Regulation provided. The amount of Regulation provided by a unit shall serve 
to redefme the Normal Minimum Generation and Normal Maximum Generation energy limits 
of that unit, in that the amount of Regulation shall be added to the unit's Normal Minimum 
Generation energy limit, and subtracted from its Normal Maximum Generation energy limit. 

(e) Qualified Regulation must satisfy the verification tests described in the P JM 
Manuals. 

1.7.19 Ramping. 

104.7 RampiBg. A generator dispatched by the Office of the Interconnection 
pursuant to a control signal appropriate to increase or decrease the generator's megawatt output 
level shall be able to change output at the ramping rate specified in the Offer Data submitted to 
the Office of the Interconnection for that generator. 

1.7.20 Communication and Operating Requirements. 

1. 4 .8 CeRlfBlHlieatieB lIBEl OpefatiBg RefluiremeBtB. ~ Market Participants. 
Each Market Participant shall have, or shall arrange to have, its transactions in the PJM 
Interchange Energy Market subject to control by a Market Operations Center, with staffing and 
communications systems capable of real-time communication with the Office of the 
Interconnection during normal and Emergency conditions and of control of the Market 
Participant's relevant load or facilities sufficient to meet the requirements of the Market 
Participant's transactions with the PlM Interchange Energy Market, including but not limited 
to the following requirements as applicable. 

W!!zl Market Sellers selling from resources within the PJM Control Area shall: 
report to the Office of the Interconnection sources of energy available for operation; supply to 
the Office of the Interconnection all applicable Offer Data; report to the Office of the 
Interconnection units that are self-scheduled; report to the Office of the Interconnection bilateral 
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sales transactions to buyers not within the PJM Control Area; confirm to the Office of the 
Interconnection bilateral sales to Market Buyers within the PJM Control Area; respond to the 
Office of the Interconnection's directives to start, shutdown or change output levels of 
generation units, or change scheduled voltages or reactive output levels; continuously maintain 
all Offer Data concurrent with on-line operating information; and ensure that, where so 
equipped, generating equipment is operated with control equipment functioning as specified in 
the PJM Manuals. 

~!£l Market Sellers selling from resources outside the PJM Control Area shall: 
provide to the Office of the Interconnection all applicable Offer Data, including offers specifying 
amounts of energy available, hours of availability and prices of energy and other services; 
respond to Office of the Interconnection directives to schedule delivery or change delivery 
schedules; and communicate delivery schedules to the Market Seller's Control Area. 

(e1llU Internal Market Buyers shall: provide to the Office of the Interconnection 
forecasts of load to be served as required by the Office of the Interconnection; respond to Office 
of the Interconnection directives for load management steps; report to the Office of the 
Interconnection Capacity Resources to satisfy capacity obligations that are available for pool 
operation; report to the Office of the Interconnection all bilateral purchase transactions; respond 
to other Office of the Interconnection directives such as those required during Emergency 
operation. 

~!£} External Market Buyers shall: provide to the Office of the Interconnection 
requests to purchase specified amounts of energy for each hour of the Operating Day during 
which it intends to purchase from the PJM Interchange Energy Market, along with Dispatch Rate 
levels above which it does not desire to purchase; respond to other Office of the Interconnection 
directives such as those required during Emergency operation. 

1.7.21 Multi-settlement System. 

implementation of such a multi-settlement system. 
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1.8 Selection. Scheduling and Dispatch Procedure Adjustment Process. 

1.8.1 PJM Dispute Resolution Agreement. 

Subject to the condition specified below. any Member adversely affected by a 
decision of the Office of the Interconnection with respect to the operation of the P JM 
Interchange Energy Market. including the qualification of an entity to participate in that market 
as a buyer or seller. make seek such relief as may be appropriate under the PJM Dispute 
Resolution Procedures on the grounds that such decision does not have an adequate basis in fact 
or does not conform to the requirements of this Agreement. 

1.8.2 Market or Control Area Hourly Operational Disputes. 

(a) Market Participants shall comply with all determinations of the Office of 
the Interconnection on the selection. scheduling or dispatch of resources in the PJM Interchange 
Energy Market. or to meet the operational requirements of the PJM Control Area. Complaints 
arising from or relating to such determinations shall be brought to the attention of the Office of 
the Interconnection not later than the end of the fifth business day after the end of the Operating 
Day to which the selection or scheduling relates. or in which the scheduling or dispatch took 
place. and shall include. if practicable. a proposed resolution of the complaint. Upon receiving 
notification of the dispute. the Office of the Interconnection and the Market Participant raising 
the dispute shall exert their best efforts to obtain and retain all data and other information 
relating to the matter in dispute. and to notify other Market Participants that are likely to be 
affected by the proposed resolution. Subject to confidentiality or other non-disclosure 
requirements. representatives of the Office of the Interconnection. the Market Participant raising 
the dispute. and other interested Market Participants. shall meet within three business days of 
the foregoing notification. or at such other or further times as the Office of the Interconnection 
and the Market Participants may agree. to review the relevant facts. and to seek agreement on 
a resolution of the dispute. 

(b) If the Office of the Interconnection determines that the matter in dispute 
discloses a defect in operating policies. practices or procedures subject to the discretion of the 
Office of the Interconnection. the Office of the Interconnection shall implement such changes 
as it deems appropriate and shall so notify the Members Committee. Alternatively. the Office 
of the Interconnection may notify the Members Committee of a proposed change and solicit the 
comments or other input of the Members. 

(e) If either the Office of the Interconnection. the Market Participant raising 
the dispute. or another affected Market Participant believes that the matter in dispute ha. not 
been adequately resolved. or discloses a need for changes in standards or policies established in 
or pursuant to the Operating Agreement. any of the foregoing parties may make a written 
request for review of the matter by the Members Committee. and shall include with the request 
the forwarding party's recommendation and such data or information (subject to confidentiality 
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or other non-disclosure requirements) as would enable the Members Committee to assess the 
matter and the recommendation. The Members Committee shall take such action on the 
recommendation as it shall deem appropriate. 

(d) Subject to the right of a Market Participant to obtain correction of 
accounting or billing errors. the LLC or a Market Participant shall not be entitled to actual. 
compensatory. consequential or punitive damages. opportunity costs. or other form of 
reimbursement from the LLC or any other Market Participant for any loss. liability or claim. 
including any claim for lost profits. incurred as a result of a mistake. error or other fault by the 
Office of the Interconnection in the selection. scheduling or dispatch of resources. 

1.9 PrescbeduHng. 

1. j PreselieEillliag. The following procedures and principles shall govern the 
prescheduling activities necessary to plan for the reliable operation of the PIM Control Area and 
for the efficient operation of the PIM Interchange Energy Market. 

1.9.1 Outage ScbeduHng. 

U.l Outage SelieEluliag. The Office of the Interconnection shall be responsible 
for coordinating and approving requests for outages of generation and transmission facilities as 
necessary for the reliable operation of the PIM Control Area, in accordance with the PIM 
Manuals. The Office of the Interconnection shall maintain records of outages and outage 
requests of these facilities. 

~ ~ Planned Outages; 

(a) A Generator Planned Outage shall be included in Generator Planned 
Outage schedules established prior to the scheduled start date for the outage, in accordance with 
standards and procedures specified in the PIM Manuals. 

(b) The Office of the Interconnection shall conduct Generator Planned Outage 
scheduling for Capacity Resources in accordance with lire eeElures Sfleeifiea ill !:Be PIM Manllals 
the Reliability Assurance Agreement and the PIM Manuals and in consultation with the Members 
owning or controlling the output of Capacity Resources. A Market Participant shall not be 
expected to submit offers for the sale of energy or other seryices, or to satisfy delivery 
obligations, from all or part of a generation resource undergoing an approved Generator Planned 
Outage. the!!..J!!£ Office of the Interconnection determines that approval of a Generator 
Planned Outage would significantly affect the reliable operation of the PJM Control Area. the 
sRall eeBdaet Pl&BBeEl TfaBsmissisa OtHage sehedBliBg ill aeeSf8&Bee v:ith pfseetiHres sfJeeifieEl 
is Hie Tf8BSlRissieB Q7NBef8 l,gfeemeBt. The Offie! af .aa IBtefesDBeetisR shan eeenlinate 
feselutieB af 8l1Hlge 8f etBer plBBBiBg eeaAiet8 diet may gi'le rise ta liDfeliaele system 
S9BsitieRs. 
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(6) The Office of the Interconnection may withhold approval or withdraw i4s a prior appro vat 
Approval for a Generator Planned Outage of a Capacity Resource lly 8etifyiBg the Marilet 
P-aF1:ieipaBt BV:BiBg Bf 6eJHreIliag tile reSeQlS! ill aSvasse af the plaBlleEl 6eRHReBSemeRt af tHe 
8H18ge illaeeenl8ftee 'Jt'HB the deadlines fer StieR Betiee speeified ill tile PlM J.1&B\lals. 1btflpr8yal 
fef a Ge8emef PI_eEl Ollt8ge ef a Cllfla6ity ReselH'ee shall be withheld or withdrawn only as 
necessary to ensure the adequacy of reserves or the reliability of the PIM Control Area in 
connection with anticipated implementation or avoidance of Emergency procedures. (8) Dllfiag 
the I1feselieEillliag I1f86eSS, !! the Office of the Interconnection siHIli I1feeess 8BEI fesIIeRti Ie 
feEJllests fef aIlIlfevlil ef PI_e8 Tf8BSlftissie8 Otitages withholds or withdraws approval, it shall 
coordinate with the Market Participant owning or controlling the resource to reschedule the 
Generator Planned Outage of the Capacity Resource at the earliest practical time. The Office 
of the Interconnection Wall if possible propose alternative schedules with the intent of 
minimizing the economic impact on the Market Participant of a Generator Planned Outage. 

( c) The Office of the Interconnection shall conduct Planned Transmission 
Outage scheduling in accordance with StaB8ar8s 8BEI procedures specified in the Transmission 
Owners Agreement and the PJM Manuals. If the Office of the Interconnection determines 
that transmission maintenance schedules proposed by one or more Members would 
significantly affect the efficient and reliable operation of the PIM Control Area, the Office 
of the Interconnection may propose alternative schedules, but such alternative shall 
minimize the economic impact on the Member or Members whose maintenance schedules 
the Office of the Interconnection proposes to modify. 

(d) The Office of the Interconnection shall coordinate resolution of outage or 
other planning conflicts that may give rise to unreliable system conditions, The Members shall 
comply with all maintenance schedules established by the Office of the Interconnection. 

t-.Y ~ Generator Maintenance Outages 

tat A Market Participant may request approval for a Generator Maintenance 
Outage of any Capacity Resource from the Office of the Interconnection in accordance with the 
timetable and other procedures specified in the PJM Manuals. The Office of the Interconnection 
shall approve requests for Generator Maintenance Outages for a Capacity Resource unless the 
outage would threaten the adequacy of reserves in, or the reliability of, the PJM Control Area. 
A Market Participant shall not be expected to submit offers for the sale of energy or other 
services, or to satisfy delivery obligations, from a generation resource undergoing an approved 
full or partial Generator Maintenance Outage. 
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t.M1.9.4 - Forced Outages 

(a) Each Market Seller that owns or controls a pool-scheduled resource, or 
Capacity Resource whether or not pool-scheduled, shall: (i) advise the Office of the 
Interconnection of a Generator Forced Outage suffered or anticipated to be suffered by any such 
resource as promptly as possible; (ii) provide the Office of the Interconnection with the expected 
date and time that the resource will be made available; and (iii) make a record of the events and 
circumstances giving rise to the Generator Forced Outage. A Market Seller shall not be 
expected to submit offers for the sale of energy or other services, or satisfy delivery obligations, 
from a generation resource undergoing a Generator Forced Outage. A Capacity Resource that 
does not deliver all or part of its scheduled energy shall be deemed to have experienced a 
Generator Forced Outage with respect to such undelivered energy, in accordance with standards 
and procedures for full and partial Generator Forced Outages specified in the Resef¥e Sftllfiftg 
Reliabilitv Assurance Agreement and the PJM Manuals. 

(b) The Office of the Interconnection shall receive notification of Forced 
Transmission Outages, and information on the return to service, of Transmission Facilities in 
the PJM Control Area in accordance with standards and procedures specified in the Transmission 
Owners Agreement and the PIM Manuals. 

1.9.5 Market Participant Responsibilities. 

1. §. § MRe. PartieipllBt Resp9BBQ!i1Kies. Each Market Participant making a 
bilateral sale covering a period greater than the following Operating Day from a generating 
resource located within the PJM Control Area for delivery outside the PJM Control Area shall 
furnish to the Office of the Interconnection the information specified in the PIM Manuals. 

1.9.6 Internal Market Buyer Responsibilities. 

1.§.6IBteftHll MIIfket BUYeF ReSP9BBitlilKies. Each Internal Market Buyer making 
a bilateral purchase covering a period greater than the following Operating Day shall furnish to 
the Office of the Interconnection the information specified in the PIM Manuals. Each Internal 
Market Buyer shall provide the Office of the Interconnection with details of any load 
management agreements with customers that allow the Office of the Interconnection to reduce 
load under specified circumstances. 

t-.M!:2:1 Market Sener Responsibilities 

(a) Not less than 30 days before a Market Seller's initial offer to sell energy 
from a given generation resource on the PIM Interchange Energy Market, the Market Seller 
shall furnish to the Office of the Interconnection the information specified in the Offer Data for 
new generation resources. 
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(b) Market Sellers authorized and intending to request market-based start-up 
and no-load fees in their Offer Data shall submit a specification of such fees to the Office of the 
Interconnection for each generating unit as to which the Market Seller intends to request such 
fees. Any such specification shall be submitted on or before March 31 for the period April I 
through September 30, and on or before September 30 for the period October 1 through March 
31, and shall remain in effect without change throughout each such period for which a 
specification was submitted. The Office of the Interconnection shall reject any request for 
start-up and no-load fees in a Market Seller's Offer Data that does not conform to the Market 
Seller's specification on file with the Office of the Interconnection. 

~ L!:!I Office of the Interconnection Responsibilities 

(a) The Office of the Interconnection shall perform seasonal operating studies 
to assess the forecasted adequacy of generating reserves and of the transmission system, in 
accordance with the procedures specified in the PJM Manuals. 

W The Office of the Interconnection shall maintain and update tables setting forth 
Operating Reserve and other reserve objectives as specified in the PJM Manuals. 

(c) The Office of the Interconnection shall receive and process requests for 
firm and non-firm transmission service in accordance with procedures specified in the PJM 
CsBtfsl l'-.tfea Opea A:eeess Ttan:smissi9B Tariff. 

(d) The Office of the Interconnection shall maintain such data and information 
relating to generation and transmission facilities in the PJM Control Area as may be necessary 
or appropriate to conduct the scheduling and dispatch of the PJM Interchange Energy Market 
and PJM Control Area. 

(e) The Office of the Interconnection shall coordinate with other interconnected 
Control Area as necessarY to manage. alleviate or end an Emergency. 
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1.10 Scheduling. 

1.1, Seiledliliftg. The following scheduling procedures and principles shall govern the 
commitment of resources to the PJM Interchange Energy Market over a period extending from 
one week to one day prior to the Operating Day that transactions are to take place. Scheduling 
encompasses the day-ahead and hourly scheduling process, through which the Office of the 
Interconnection determines, based on changing forecasts of conditions and actions by Market 
Participants and system constraints, a plan to serve the hourly energy and reserve requirements 
of the Internal Market Buyers and the purchase requests of the External Market Buyers in the 
least costly manner, subject to maintaining the reliability of the PJM Control Area. Scheduling 
shall be conducted as specified below, subject to the following condition. If the Office of the 
Interconnection's forecast for the next seven days projects a likelihood of Emergency conditions, 
the Office of the Interconnection may commit, for all or part of such seven day period, to the 
use of generation resources with notification or start-up times greater than one day as necessary 
in order to alleviate or mitigate such Emergency, in accordance with the Market Sellers' offers 
for such units for such periods and the specifications in the PJM Manuals. 

1.10.1 Day-Ahead Scheduling. 

1.1'.1 Bar Alleatl Selledliliftg. The following actions shall occur not later than 
12:00 noon on the day before the Operating Day for which transactions are being scheduled. 

(a) Each Internal Market Buyer shall submit to the Office of the 
Interconnection forecasts of its customer loads for the next Operating Day as required by the 
PJM Manuals. If an Internal Market Buyer expects to curtail load at a specific Dispatch Rate, 
it should specify the Dispatch Rate and estimated load curtailment. 

(b) An External Market Buyer shall submit to the Office of the Interconnection 
requests to purchase specified amounts of energy for each hour of the Operating Day during 
which it intends to purchase from the PJM Interchange Energy Market, along with Dispatch Rate 
levels above which it does not desire to purchase, in accordance with the specifications set forth 
in the PJM Manuals. 

fe1 Each Generating Market Buyer shall submit to the Office of the 
Interconnection: (i) hourly schedules for resource increments, including hydropower units, 
self-scheduled by the Market Buyer to meet its Equivalent Load; and (ii) the Dispatch Rate at 
which each such self-scheduled resource will disconnect or reduce output, or confirmation of the 
Market Buyer's intent not to reduce output. 

(d) All Market Participants shall submit to the Office of the Interconnection 
schedules for any bilateral transactions involving use of generation or Transmission Facilities 
as specified below, and shall inform the Office of the Interconnection if the parties to the 
transaction are not willing to incur tflHlsmissisR esagestisR ellefges Transmission Congestion 
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Charges in order to complete any such scheduled bilateral transaction. Scheduling of bilateral 
transactions shall be conducted in accordance with the specifications in the P JM Manuals and 
the following requirements: 

i~l Internal Market Buyers shall submit schedules for all bilateral purchases 
for delivery within the PJM Control Area, whether from generation 
resources inside or outside the PJM Control Area; 

ii~l Market Sellers shall submit schedules for bilateral sales to entities outside 
the PIM Control Area from generation within the PJM Control Area; and 

iii~l In addition to the foregoing schedules for bilateral transactions, Market 
Participants shall submit confirmations of each scheduled bilateral 
transaction from each other party to the transaction in addition to the party 
submitting the schedule, or the adjacent Control Area. 

(e) Market Sellers wishing to sell on the PJM Interchange Energy Market shall 
submit offers for the supply of energy (including energy from hydropower units), Regulation, 
Operating Reserves aBIi 2t other services for the following Operating Day. Offers shall be 
submitted to the Office of the Interconnection in the form specified by the Office of the 
Interconnection and shall contain the information specified in the Office of the Interconnection's 
Offer Data specification, as applicable. Market Sellers owning or controlling the output of a 
Capacity Resource that has not been rendered unavailable by a Generation Planned Outage, a 
Generator Maintenance Outage, or a Generation Forced Outage shall submit offers for the 
available capacity of such Capacity Resource, including any portion that is self-scheduled by the 
Generating Market Buyer claiming the resource as a Capacity Resource. The submission of 
offers for resource increments that are not Capacity Resources shall be optional, but any such 
offers must contain the information specified in the Office of the Interconnection's Offer Data 
specification, as applicable. Energy offered from generation resources that are not Capacity 
Resources shall not be supplied from resources that are included in or otherwise committed to 
supply the Operating Reserves of another Control Area. The foregoing offers: 

i~l Shall specify the generation resource and energy for each hour in the offer 
period; 

ih Shall specify the amounts and prices for the entire Operating Day for each 
resource component offered by the Market Seller to the Office of the 
Interconnection; 

iii~l If based on energy from a specific generating unit, may specify start-up 
and no-load fees equal to the specification of such fees for such unit on 
file with the Office of the Interconnection; 
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iV7l Shall set forth any special conditions upon which the Market Seller 
proposes to supply a resource increment, including any curtailment rate 
specified in a bilateral contract for the output of the resource, or any 
cancellation fees; 

v7l May include a schedule of offers for prices and operating data contingent 
on acceptance by the deadline specified in Seeliea l.G.8(13) ef this 
Schedule, with a second schedule applicable if accepted after the foregoing 
deadline; 

vi7l Shall constitute an offer to submit the resource increment to the Office of 
the Interconnection for scheduling and dispatch in accordance with the 
terms of the offer, which offer shall remain open through the Operating 
Day for which the offer is submitted; 

Vii7l Shall be final as to the price or prices at which the Market Seller proposes 
to supply energy or other services to the PJM Interchange Energy Market, 
such price or prices being guaranteed by the Market Seller for the period 
extending through the end of the following Operating Day;m 

Viii7l Shall not exceed an energy offer price of $I,OOO/megawatt-hour. 

(t) A Market Seller that wishes to sell Regulation service shall submit an offer 
for Regulation that shall specify the MW of Regulation being offered and the Regulation Class 
from which such Regulation is being offered. The range of costs defming Regulation Classes, 
and the average cost for each Regulation Class, shall be determined periodically by the Office 
of the Interconnection on the basis of prior energy bid prices and appropriate fuel indices, in 
accordance with procedures specified in the PIM Manuals. Qualified Regulation capability must 
satisfy the verification tests specified in the PIM Manuals. 

(g) Each Market Seller owning or controlling the output of a Capacity 
Resource shall submit a forecast of the availability of each such Capacity Resource for the next 
seven days. A Market Seller (i) may submit a non-binding forecast of the price at which it 
expects to offer a generation resource increment to the Office of the Interconnection over the 
next seven days, and (ii) shall submit a binding offer for energy, along with start-up and no-load 
fees, if any, for the next seven days or part thereof, for any generation resource with minimum 
notification or start-up requirement greater than 24 hours. 

(h) Each offer by a Market Seller of a Capacity Resource shall remain in effect 
for subsequent Operating Days until superseded or canceled. 

W The Office of the Interconnection shall post on the PJM Open Access 
Same-time Information System its estimate of the combined hourly load of the Market Buyers 
for the next four days, and peak load forecasts for an additional three days. 
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t..6.21.10.2 Pool-Scheduled Resources. -
Pool-scheduled resources shall be governed by the following principles and 

procedures. 

(a) Pool-scheduled resources shall be selected by the Office of the 
Interconnection on the basis of the prices offered for energy and related services, start-up, 
no-load and cancellation fees, and the specified operating characteristics, offered by Market 
Sellers to the Office of the Interconnection by the 12:00 noon offer deadline. 

(b) A resource that is scheduled by a Market Participant to support a bilateral 
sale, or that is self-scheduled by a Generating Market Buyer, shall not be selected by the Office 
of the Interconnection as a pool-scheduled resource except in an Emergency. 

(c) Market Sellers offering energy from hydropower or other facilities with 
fuel or environmental limitations may submit data to the Office of the Interconnection that is 
sufficient to enable the Office of the Interconnection to determine the available operating hours 
of such facilities. 

(d) The Market Seller of a resource selected as a pool-scheduled resource shall 
receive payments or credits for energy or related services, or for start-up and no-load fees, from 
the Office of the Interconnection on behalf of the Market Buyers in accordance with Sehedule 
7.Ql 2 Section 3 to this Agreement. Alternatively, the Market Seller shall receive any 
cancellation fee reflected in the Market Seller's offer in lieu of start-up and no-load fees, if any, 
if the Office of the Interconnection cancels its selection of the resource as a pool-scheduled 
resource and so notifies the Market Seller before the resource is synchronized. 

(e) Market Participants shall make available their pool-scheduled resources to 
the Office of the Interconnection for coordinated operation to supply the needs of the PJM 
Control Area for Operating Reserves. 

~ 1.10.3 Self-scheduled Resources. -
Self-scheduled resources shall be governed by the following principles and 

procedures. 

(a) Each Generating Market Buyer shall use all reasonable efforts, consistent 
with Good Utility Practice, not to self-schedule resources in excess of its Equivalent Load. 

(b) The offered prices of resources that are self-scheduled, or otherwise not 
following the dispatch orders of the Office of the Interconnection, shall not be considered by the 
Office of the Interconnection in determining UBeaBstfaiBed Mlifk:et Cleafiag Pfiees, IiftII SIIeh 
uBits shall Bst he f!aid RediSflateh Cast Locational Marginal Prices. 
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(c) Market Participants shall make available their self-scheduled resources to 
the Office of the Interconnection for coordinated operation to supply the needs of the PJM 
Control Area for Operating Reserves. 

t-.6.4 ~ Capacity Resources. 

W-~ A Capacity Resource selected as a pool-scheduled resource shall 
be made available for scheduling and dispatch at the direction of the Office of the 
Interconnection. A Capacity Resource that does not deliver energy as scheduled shall be deemed 
to have experienced a Generator Forced Outage to the extent of such energy not delivered. 

(b) Energy from a Capacity Resource that has not been selected as a 
pool-scheduled resource may be sold on a bilateral basis by the Market Seller, or may be 
self-scheduled. A Capacity Resource that has not been selected as a pool-scheduled resource and 
that has been sold on a bilateral basis must be made available upon request to the Office of the 
Interconnection for scheduling and dispatch if the Office of the Interconnection declares a 
Maximum Generation Emergency. Any such resource so scheduled and dispatched shall receive 
the applicable UfteaB8~eEi Mftfl!;et ClelifiRg Pfiee af t1ie ReEiispilteft Cast, lIS II!lplieable, 
Locational Marginal Price for energy delivered. 

(c) A Capacity Resource that has been self-scheduled shall not receive 
payments or credits for start -up or no-load fees. 

~1.10.5 External Resources. -
(a) External Resources may submit offers to the PJM Interchange Energy 

Market, in accordance with the day-ahead scheduling process specified above. An External 
Resource selected as a pool-scheduled resource shall be made available for scheduling and 
dispatch at the direction of the Office of the Interconnection, and except as specified below shall 
be compensated on the same basis as other pool-scheduled resources. External Resources that 
are not capable of dynamic dispatch shall, if selected by the Office of the Interconnection on the 
basis of the Market Seller'S Offer Data, be block loaded on an hourly scheduled basis. Market 
Sellers shall offer External Resources to the PJM Interchange Energy Market on either a 
resource-specific or an aggregated resource basis. 

(b) Offers for External Resources from an aggregation of two or more 
generating units shall so indicate, and shall specify, in accordance with the Offer Data 
requirements specified by the Office of the Interconnection: (i) energy prices; (ii) hours of 
energy availability; (iii) a minimum dispatch level; (iv) a maximum dispatch level; and (v) unless 
such information has previously been made available to the Office of the Interconnection, 
sufficient information, as specified in the PJM Manuals, to enable the Office of the 
Interconnection to model the flow into the PJM Control Area of any energy from the External 
Resources scheduled in accordance with the Offer Data. If a Market Seller submits more than 
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one offer on an aggregated resource basis, the withdrawal of any such offer shall be deemed a 
withdrawal of all higher priced offers for the same period. A Market Seller offering energy 
from External Resources on an aggregated basis and that does not deliver energy as scheduled 
by the Office of the Interconnection shall be assessed a non-delivery charge as specified below. 

(c) Offers for External Resources on a resource-specific basis shall specify the 
resource being offered, along with the information specified in the Offer Data as applicable. 
A Market Seller offering an External Resource on a resource-specific basis that does not deliver 
energy as scheduled by the Office of the Interconnection shall be assessed a non-delivery charge 
as specified below, unless the resource being offered has suffered a Generator Forced Outage. 
The burden shall be on the Market Seller to demonstrate to the reasonable satisfaction of the 
Office of the Interconnection that the resource being offered has experienced a Generator Forced 
Outage. 

(d) Subject to the conditions specified in this paragraph, the non-delivery 
charge for External Resources that do not deliver energy as scheduled shall be calculated hourly 
as follows: Pro-rated start-up plus hourly no-load fees specified in the Offer Data + [offered 
minimum dispatch level x (UfteaIl8ktliBeti MlIflfet ClellfiBg(Locational Marginal Price - offered 
energy price) x 110% J. For purposes of the foregoing calculation: (i) if die Ulleell8tnilletl 
Mllfket ClellfiBg the Locational Marginal Price shall be the Locational Marginal Price at the 
buses at which the energy from the External Resource should have been delivered to the PJM 
Control Area; (m if the Locational Marginal Price less the offered energy price is less than zero, 
this difference shall be set to zero; and fji)(iiil start-up and no-load fees shall be subject to the 
requirements of Seeaall 1.§.7(1l) this Schedule. Payments or credits for non-delivery charges 
shall be used by the Office of the Interconnection to reduce or offset PJM Control Area costs 
for Operating Reserves. 

l.(h(j LW External Market Buyers. 

(a) Deliveries to an External Market Buyer not subject to dynamic dispatch 
by the Office of the Interconnection shall be delivered on a block loaded basis to the load bus 
or busses at the border of the PJM Control Area. or in the PJM Control Area with respect to 
an External Market Buyer's load within the PJM Control Area not served by Network Service. 
at which the energy is delivered to or for the External Market Buyer. External Market Buyers 
shall be charged the UftsaB8tfaiaetl Mllfket Clellfisg Locational Marginal Price for energy;-8Rtl 
an a1laeatetl sIillfe af Retli91'&teli Casts as Sf'eeifietl is die Tllfiff. at the foregoing load bus or 
busses . 

(b) An External Market Buyer's hourly schedules for energy purchased from 
the PJM Interchange Energy Market shall conform to the ramping and other applicable 
requirements of the interconnection agreement between the PJM Control Area and the Control 

Revised: June 2, 1997 
Effective: 



PJM Regional Transmission Owners Open Access Transmission Tariff 
Original Sheet No. 158 

Area to which, whether as an intermediate or [mal point of delivery, the purchased energy will 
initially be delivered. 

(c) The Office of the Interconnection shall curtail deliveries to an External 
Market Buyer if necessary to maintain appropriate reserve levels for the PJM Control Area as 
defined in the PJM Manuals, or to avoid shedding load in the PJM Control Area. 

(d) An External Market Buyer that does not take delivery of the amounts of 
energy specified in its request to purchase shall be assessed a non-delivery charge. or if using 
Point-to-Point service within the PJM Control Area shall pay for imbalance service as specified 
in the Tariff. The non-delivery charge shall be calculated as the Uaeell5fteiBed Mllfket Clellfiag 
Priee times summation for all applicable busses of the product of (j) the Locational Marginal 
Price at each load bus at which delivery was not taken. times (m the amount of energy not taken 
each hour at such bus. The non-delivery charge shall not apply to deliveries curtailed by the 
Office of the Interconnection in accordance with SleetieR UU;(e) efthis Schedule, or for periods 
when the Dispatch Rate exceeds the maximum value specified by the External Market Buyer in 
accordance with SleetieR 1.(;.1(9) this Schedule. Payments or credits for non-delivery charges 
shall be used by the Office of the Interconnection to reduce or offset PJM Control Area costs 
for Operating Reserves. 

~BiIateral Transactions. 

Bilateral transactions as to which the parties have notified the Office of the 
Interconnection by 12:00 p.m. of the day before the Operating Day that they are not willing to 
incur trllRSlBissieR eeagestieR ehIIfges sll911 Ret ge imJ!lememed fur flerieds iB wlliell SlIeiI 

tfftnsaetieas weald eeBlfilnile ts Hansmissieft eeagestisB. StieR tfaBS8eaBBS Transmission 
Congestion Charges shall be curtailed by the Office of the Interconnection as necessary to reduce 
or alleviate transmission congestion. Bilateral transactions willing to incur congestion charges 
shall continue to be implemented during periods of congestion. except as may be necessary to 
respond to Emergencies. 
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M.8 L!!:!I Office of the Interconnection Responsibilities. 

(a) The Office of the Interconnection shall use its best efforts to determine the 
least-cost means of satisfying the projected hourly requirements for energy, Operating Reserves, 
and other ancillary services rel'lHiremelHs of the Market Buyers, including the reliability 
requirements of the PJM Control Area. In making this determination, the Office of the 
Interconnection shall take into account: (i) the Office of the Interconnection's forecasts of PJM 
Interchange Energy Market and PJM Control Area energy requirements, giving due 
consideration to the energy requirement forecasts and purchase requests submitted by Market 
Buyers; (ii) the offers submitted by Market Sellers; (iii) the availability of limited energy 
resources; (iv) the capacity, location, and other relevant characteristics of self-scheduled 
resources; (v) the objectives of the PJM Control Area for Operating Reserves, as specified in 
the PJM Manuals; (vi) the requirements of the PJM Control Area for Regulation and other 
ancillary services, as specified in the PJM Manuals; (vii) the benefits of avoiding or minimizing 
transmission constraint control operations, as specified in the PJM Manuals; and (viii) such other 
factors as the Office of the Interconnection reasonably concludes are relevant to the foregoing 
determination. The Office of the Interconnection shall develop a schedule of generation 
resources based on the foregoing determination. The Office of the Interconnection shall report 
the planned schedule for a hydropower resource to the operator of that resource as necessary for 
plant safety and security, and legal limitations on pond elevations. 

(b) Not later than 4:00 p.m. of the day before each Operating Day, or such 
earlier deadline as may be specified by the Office of the Interconnection in the PJM Manuals, 
the Office of the Interconnection shall: (i) post on the PlM Open Access Same-time Information 
System its forecast of the location and duration of any expected transmission congestion. and of 
the range of differences in Locational Marginal Prices between major subareas of the PJM 
Control Area expected to result from such transmission congestion; and (ii) inform each Market 
Seller whether its offer or offers have been accepted. 

(c) The Office of the Interconnection shall revise its schedule of generation 
resources to reflect updated projections of load, conditions affecting electric system operations 
in the PJM Control Area, the availability of and constraints on limited energy and other 
resources, transmission constraints, and other relevant factors. The Office of the Interconnection 
shall post on the PJM Open Access Same-time Information System at times specified in the PJM 
Manuals a revised forecast of the location and duration of any expected transmission congestion~ 
and of the range of differences in Locational Marginal Prices between major subareas of the 
PJM Control Area expected to result from such tm"mW:sion congestion. 
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1-.6.91.10.9 Hourly Scheduling -
(8) Suhjeet t9 tile Fight 1.10.9 Following the initial posting of the Office of 

the Interconnection's transmission congestion forecast. and subject to the right of the Office of 
!!!£ Interconnection to schedule and dispatch pool-scheduled resources and to direct that 
schedules be changed in an Emergency, and provided that the Office of the Interconnection is 
notified not later than ~Q lBiftlltes prier te tile lIeur is wlliell tile adjustmeat is te take effeet the 
deadline specified in the PJM Manuals, a Market Participant may adjust the schedule or; 
resource under its dispatch control on an hour-to-hour basis beginning at lQ:OO p.lB. ef tile day 
Ilefere tile Ojleratiag Day the time specified in the PJM Manuals, as follows: 

i7l A Generating Market Buyer may self-schedule any of its resource 
increments, including hydropower resources, not previously designated as 
self-scheduled and not selected as a pool-scheduled resource; 

ii7l A Market Participant may request the scheduling of a non-firm bilateral 
transaction; or 

iii7l A Generating Market Buyer may remove from service a resource 
increment, including a hydropower resource, that it had previously 
designated as self-scheduled, provided that the Office of the 
Interconnection shall have the option to schedule energy from any such 
resource increment that is a Capacity Resource at the price offered in the 
scheduling process, with no obligation to pay any start-up fee. 

(b) An External Market Buyer may refuse delivery of some or all of the 
energy it requested to purchase by notifying the Office of the Interconnection of the adjustment 
in deliveries not later than 60 minutes prior to the hour in which the adjustment is to take effect. 
Any such refusal of delivery shall be subject to non-delivery charges in accordance with Seetiea 
l.~.~(d) ef this Schedule. 

1.11 Dispatch. 

1. 7 Dispatell. The following procedures and principles shall govern the dispatch of the 
resources available to the Office of the Interconnection. 
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1.11.1 Resource Output. 

l.7.1 Res8ltfee Olt~ltt. The Office of the Interconnection shall have the authority 
to direct any Market Seller to adjust the output of any pool-scheduled resource increment within 
the operating characteristics specified in the Market Seller's offer. The Office of the 
Interconnection may cancel its selection of, or otherwise release, pool-scheduled resources, 
subject to an obligation to pay any applicable start-up, no-load or cancellation fees. The Office 
of the Interconnection shall adjust the output of pool-scheduled resource increments as necessary: 
(a) to maintain reliability, and subject to that constraint, to minimize the cost of supplying the 
energy, reserves, and other services required by the Market Buyers and the operation of the PJM 
Control Area; (b) to balance load and generation, maintain scheduled tie flows, and provide 
frequency support within the PJM Control Area; and (c) to minimize unscheduled interchange 
not frequency related between the PIM Control Area and other Control Areas. 

1.7.1. PiFst C8Btiftgeftey Operating Basis. 

In carrying out the foregoing objectives, the Office of the Interconnection shall 
conduct the operation of the PJM Control Area in accordance with the PJM Manuals, and shall: 
(i) 81lefBte the PIM G8Btf81 Afea 8ft a PiFst C8BtiBgeaey B88is; (ii) utilize available generating 
reserves and obtain required replacements; and ~!ill monitor the availability of adequate 
reserves. 

!.-1.a ~ Pool-dispatched Resources 

(a) The Office of the Interconnection shall implement the dispatch of energy 
from pool-scheduled resources with limited energy by direct request. In implementing 
mandatory or economic use of limited energy resources, the Office of the Interconnection shall 
use its best efforts to select the most economic hours of operation for limited energy resources, 
in order to make optimal use of such resources consistent with the dynamic load-following 
requirements of the PJM Control Area and the availability of other resources to the Office of 
the Interconnection. 

(b) The Office of the Interconnection shall implement the dispatch of energy 
from other pool-dispatched resource increments, including generation increments from Capacity 
Resources the remaining increments of which are self-scheduled, by sending appropriate signals 
and instructions to the entity controlling such resources, in accordance with the PJM Manuals. 
Each Market Seller shall ensure that the entity controlling a pool-dispatched resource offered or 
made available by that Market Seller complies with the energy dispatch signals and instructions 
transmitted by the Office of the Interconnection. 
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l-rM1.11.4 Regulation -
(a) A Market Buyer may satisfy its Regulation obligation from its own 

resources capable of performing Regulation service, by contractual arrangements with other 
Market Participants able to provide Regulation service, or by purchases from the PJM 
Interchange Energy Market. 

(b) The Office of the Interconnection shall obtain Regulation service from the 
least-cost alternatives available from either pool-scheduled or self-scheduled resources as needed 
to meet PJM Control Area requirements not otherwise satisfied by the Market Buyers. 

(c) The Office of the Interconnection shall dispatch resources for Regulation 
by sending Regulation signals and instructions to resources from which Regulation service has 
been offered by Market Sellers, in accordance with the PJM Manuals. Market Sellers shall 
comply with Regulation dispatch signals and instructions transmitted by the Office of the 
Interconnection and, in the event of conflict, Regulation dispatch signals and instructions shall 
take precedence over energy dispatch signals and instructions. Market Sellers shall exert all 
reasonable efforts to operate, or ensure the operation of, their resources supplying load in the 
PJM Control Area as close to desired output levels as practical, consistent with Good Utility 
Practice. 
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1.7.& Pat O,eR l .. eeess SaBle lime IB'8I'Bl8ti8B S,'stelB; The ORiee of the 
IBteFe8BBeeti8B shall update the iBf.eFlBBti8B pasted 88 the PRat: OpeR 
l:t.eeess Same time IBlerma.iaB System t8 FeRee{ its dispateh 8f 
leRePatisB .e88B.ees. 

APPENDIX I. TO SCHEDULE 7.ell 1 

O..l.CUL .... TIONOF UNCONSTRl.dNEl> MAR .. "(Ef Cl.EARlNG PRICES 

(8) The omee ar the lBtepeaaaeetiaa shaD determine fap eaeh haup and Baaaunee the 
UBeaastFBiaed MaPliet CleaMg PFiee, whiM sholl lie a Pate ia l>aUaFs peF megBWBUhauF 
elluBl ta the east ap hid ,Piee ia l>aUaps ,ep lBegB'N8Uhaup ar the highest pPieed iaePemeat 
ar eaepllY that _ pelluested ta apePate lIy the Omee ar the IatePeaaaeetiaa dUMg that 
hell. if B8 eeaslraiats "eere apePieBeed 88 the tpaRSP';SgioB system 81 the IBte.eeBBeetioB 
aF the highest ,Reed iaRemeM ar eaeFIIY that wauld hB¥e heea Felluested ta a,ePBte if 
e8BstNiats aet&BH,r apePieaeed 8R the tP8Rsmissi8B s,rstem had heeR disregarded, 

fh) The tetai STOHMs 81 eB:e~T supplied iB eaell hOIl. shall he eheelied alaiRst aad 
Feeaaeiled with the tatlll BlBauats ar eaeFgy Feeeived ia that haliF. 

(~ The aeeauatiag fap eaRIIY iMep.Bage _ag the PaAies Hepeta shaD he detePlBiaed 
lIy the Olliee of the IBtePe8BBeet:ioB fe. eftelt hou. 8S IeUOJ'iVSI 

(1) Beell Party Rereta .eeei¥iBg eBe.", 'P81R the IBte.e8BBeeti8B shaD be debited fa. SHeil 
eBe.~' .eeeived at the Uae8Bstramed l\18.ket CleaMg Priee. 

(l) Eaeh PaAy Hepeta supplyiag eaepgy ta the Intepeaaaeetiaa shaD he epedHed fap sueh 
eBeFgy supplied at the UaeaastFBiaed l\laFket CleaFiBg PAee. 

(d) If Bay PeAy HReta is dipeeted hy the Orliee ar the latepeaBaeetian ta apePate addHiaBBI 
geBe.atiBg Fe88HPee8 Ie. eaRt.al af eaRstP&iBts 8R the tF8BsmissiuB sJr.steRl 81 the 
IBteFeaRBeetlaB, ilie east a. hid pFiee al "'hiell ew:eeeds the UBe8BstmiBed ~IaFket CleaFiBg 
Priee, thea the Elillereaee hehveeD the east a. hid priee 8f SHeil eaepgy supplied Bad the 
UaeaBstraiaed AtaPket CleaPiB, Priee, BHlltlplied hy the aRlaRDt 8' addltisBal geBeF8tiaB 
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sa epePBted, shall eeBS&itate 8 reEiispateh east (fI&edisp8teh Cast") whieh shaD he eredited 
ta the Bffeeted PaFty Repeta BBd Feeaveped PIiFSIlBat ta the Thriff. 

SCHEl)lJI.I<; 7.91 2 TO ATT!£HMENTK 

! .. CCOUNTING ! ... 'IJl) BD..UNG PJM Open Access Same-time Information System. 

The Office of the Interconnection shall update the information posted on the PJM 
Open Access Same-time Information System to reflect its dispatch of generation resources. 
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2.CALCULATIONOF LOCATIONALMARGINALPRICES 

2.1 Introduction. 

The Office of the Interconnection shall calculate the price of energy at the load busses 
and generation busses in the PJM Control Area and at the interface busses between the PJM 
Control Area and adjacent Control Areas on the basis of Locational Marginal PriceS. Locational 
Marginal Prices determined in accordance with this Section shall be calculated every five 
minutes and integrated hourly values of such calculations shall be the basis of sales and 
purchases of energy in the PJM Interchange Energy Market and of Transmission Congestion 
Charges under the PJM Tariff. 

2.2 General. 

The Office of the Interconnection ~hall determine the least cost security-constrained 
dispatch. which is the least costly means of serving load at different locations in the PJM 
Control Area based on actual operating conditions existing on the power grid and on the prices 
at which Market Sellers have offered to supply energy in the PJM Interchange Energy Market. 
Locational Marginal Prices for the generation and load busses in the PIM Control Area, 
including interconnections with other Control Areas, will be calculated based on the actual 
economic dispatch and the prices of energy offers. The process for the determination of 
Locational Marginal Prices shall be as followsj 

(a) To determine actual operating conditions on the power grid in the PIM Control 
Area, the Office of the Interconnection shall use a computer model of the interconnected grid 
that uses available metered inputs regarding generator output. loads. and power flows to model 
remaining flows and conditions, producing a consistent representation of power flows on the 
network, The computer model employed for thiH purpose, referred to as the State Estimator 
program' is a standard industry tool and is described in Section 2.3 below. It will be used to 
obtain information regarding the output of generation suppIving energy to the PJM Control Area, 
loads at buses in the PJM Control Area, tra9§mission losses' and power flows on binding 
transmission constraints for use in the calculation of Locational Marginal Prices, Additional 
information used in the calculation, including Dispatch Rates and real time schedules for external 
transactions between PIM and other Control Areas. will be obtained from the Office of the 
Interconnection's dispatchers, 

(b) Using the prices at which energy is offered by Market Sellers to the PJM 
InterChange Energy Market. the Office of the IntercoDPection shall determine the offers of 
energy that will be considered in the caIculation of Locational Marginal Prices. As described 
in Section 2.4 below, every offer of energy by a Market Seller from a resource that is following 
economic dispatch instructions of the Office of the Interconnection will be utilized in the 
calculation of Locational Marginal Prices. 
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(c) Based on the system conditions on the PJM power grid, determined as described 
in (a), and the eligible energy offers, determined as described in (b), the Office of the 
Interconnection shall determine the least costly means of obtaining energy to serve the next 
increment of load at each bus in the PJM Control Area, in the manner described in Section 2.5 
below. The result of that calculation shall be a set of Locational Marginal Prices based on the 
system conditions at the time. 

2,3 Determination of System Conditions Using the State EstimAtor, 

Power system operations, including, but not limited to, the determination of the least 
costly means of serving load, depend upon the availability of a complete and consistent 
representation of generator oumuts, loads, and power flows on the network. In calculating 
Locational Marginal Prices, the Office of the Interconnection shall obtain a complete and 
consistent description of conditions on the electric network in the PJM Control Area by using 
the most recent power flow solution produced by the State Estimator, which is also used by the 
Office of the Interconnection for other functions within power system operations. The State 
Estimator is a standard industry tool that produces a power flow model based on available real
time metering information, information regarding the current status of lines, generators, 
transformers, and other equipment, bus load distribution factors, and a representation of the 
electric network, to provide a complete description of system conditions, including conditions 
at busses for which real-time information is unavailable. The current version of the State 
Estimator includes over 1600 busses in the PJM Control Area, as well as interface busses with 
adjacent Control Areas. The Office of the Interconnection shall obtain a State Estimator solution 
every five minutes, which shall provide the megawatt oumut of generators and the loads at 
busses in the PJM Control Area, transmission line losses, and actual flows or loadings on 
constrained transmission facilities. External transactions between PJM and other Control Areas 
shall be included in the Locational Marginal Price calculation on the basis of the real time 
transaction schedules implemented by the Office of the Interconnection's dispatcher . 

2,4 Determination of Energy Offers Used in Calculating Locational Marginal 
Prices, 

(a) To determine the energy offers submitted to the PJM Interchange Energy Market 
that shall be used to calculate the Locational Marginal Prices, the Office of the Interconnection 
shall determine which resources are following its economic dispatch instructions, A resource 
will be considered to be following economic dispatCh instructions and shall be included in the 
calculation of Locationai Marginal Prices if: 

i) 

Revised: 
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the price bid by a Market Seller for energy from the resource is less than 
or equal to the Dispatch Rate for the area of the PJM Control Area in 
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ii) the resource is specifically requested to operate by the Office of the 
Interconnection's dispatcher. 

(b) In determining whether a resource satisfies the condition described in (a). the 
Office of the Interconnection will determine the bid price associated with an energy offer by 
comparing the actual megawatt output of the resource with the Market Seller's offer price 
curve. Because of practical generator response limitations. a resource whose megawatt output 
is not ten percent more than the megawatt level specified on the offer price curve for the 
applicable DispatCh Rate shall be deemed to be following economic dispatch instructions. but 
the energy price offer used in the calculation of Locational Marginal Prices shall not exceed the 
applicable DispatCh Rate. Units that must be run for local area protection shall not be 
considered in the calculation of Locational Marginal Prices. 

2.S Calculation of Locational Marginal Prices. 

(a) The Office of the Interconnection shall determine the least costly means of 
obtaining energy to serve the next increment of load at each bus in the PJM Control Area 
represented in the State Estimator and each interface bus between the PJM Control Area and an 
adjacent Control Area. based on the system conditions described by the most recent power flow 
solution produced by the State Estimator program and the energy offers determined to be eligible 
for consideration under Section 2.4. This calculation shall be made by applying an incremental 
linear optimization method to minimize energy costs. given actual system conditions. a set of 
energy offers. and any binding transmission constraints 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: (l) 
the price at which the Market Seller ha§ 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 marmer. shall determine 
the Locational Marginal Price at that bus. 

(b) 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 
Locational Marginal 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 Locational 
Marginal Prices for that hour. which will determine prices in the PJM Interchange Energy 
Market and Transmission Congestion Costs under the PJM Tariff. 
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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 Fixed Transmission Rights and associated Transmission Congestion 
Charges and Credits. not less often than every two years. in accordance with the PIM Manuals. 
To the extent practical. the Office of the Interconnection shall retain all data needed to perform 
comparisons and other analyses oflocational 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. 
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3.ACCOUNTING AND BILLING 

3.1 Introduction. 

2.1 hHfBlIHetiBB. 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. 

1.1 Merket Bllyeps 

1.2.1 Spat Market EBerlY. Spat lIIiel'liet EBergy shaD lJe paid fer at lite UaeaBlltl'lliBed 
Market GleeM!! Priee dehr'Pined lIS speeil'ied iB I .. ppendix it-.. ta Sehedllie 7.411 1 ar this 
I .. Uaehment. 3.2 Market Buyers. 

3.2.1 SPOt Market Energy. 

(a) At the end of each hour during an Operating Day. the Office of the 
Interconnection shall calculate the load payment for each Market Buyer's load bus. The load 
payment at each bus shall be the product of the Market Buyer's megawatts of load at such load 
bus in the hour times the Locational Marginal Price at the bus. The megawatts of load at each 
load bus shall be the sum of the megawatts of load for that bus of that Market Buyer as 
determined by the State Estimator. plus an allocated share of transmission losses. plus any 
megawatts of that Market Buyer's bilateral sales to purchasers outside the PJM Control Area 
attributable to that bus. The total load payment for each Market Buyer shall be the sum of the 
load payments for each of a Market Buyer's load busses. 

(b) At the end of each hour during an Operating Day. the Office of the 
Interconnection shall calculate the generation revenue for each Generating Market Buyer's 
generation bus. The generation revenue at each generation bus shall be the product of the 
Generating Market Buyer's megawatts of generation at such generation bus in the hour times 
the Locational Marginal Price at the bus. The megawatts of generation at each generation bus 
shall be the sum of the megawatts of generation for that bus of that Generating Market Buyer 
as determined by the State Estimator, plus any megawatts of bilateral purchases of that 
Generating Market Buyer from sellers outside the PJM Control Area attributable to that bus. 
The total generation revenue for each Generating Market Buyer shall be the sum of the 
generation revenues for each of the Generating Market Buyer's generation busses . 

(c) At the end of each hour during an Operating Day. the Office of the 
Interconnection shall calculate a net bill for each Market Buyer, determined as the difference 
between its totaiload payment and its total generation revenue. The portions of the net bill 
attributable to net hourly PJM Interchange and to Transmission Congestion Charges shall be 
determined as set forth below. 
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(d) At the end of each hour during an Operating Day. the Office of the 
Interconnection shall calculate the total amount of net hourly PJM InterChange for each Market 
Buyer. including Generating Market Buyers. in accordance with the PIM Manuals. For Internal 
Market Buyers. this calculation shall include determination of the net energy flows from: (i) tie 
lines; (ii) any generation resource the output of which is controlled by the Market Buyer but 
delivered to it over another entity's Transmission Facilities; (iii) any generation resource the 
output of which is controlled by another entity but which is directly interconnected with the 
Market Buyer's transmission system; (iv) 500 kV transmission losses; (v) deliveries pursuant 
to bilateral energy sales; (vi) receipts pursuant to bilateral energy purchases; (vii) Inadvertent 
Interchange allocated to the Market Buyer; and (viii) the Market Buyer's allocated share of 
energy purchased from another Control Area in connection with a Minimum Generation 
Emergency in such other Control Area as specified in Section 3.2.6(C). For External Market 
Buyers. this calculation shall determine the energy delivered pursuant to the External Market 
Buyer's purchase request. 

( e) The Office of the Interconnection shaH calculate Locational Marginal 
Prices for each load and generation bus in the PIM Control Area. in accordance with Section 
2 of this Schedule. 

(f) An Internal Market Buyer shall be charged for SPOt Market Energy 
purchases to the extent of its hourly net PIM Interchange Imports. determined as specified 
above. An External Market Buyer shall be charged for its Spot Market Energy purchases based 
on the energy delivered to it. determined as specified above. The Office of the Interconnection 
shaH calculate an hourly weighted average Locational Marginal Price for each such Market 
Buyer. based on the Locationai Marginal Price at each load bus and the Market Buyer's load 
at that bus. The total charge shall be the Market Buyer's total net PIM Interchange Imports 
times the weighted average Locational Marginal Price. 

(g) A Generating Market Buyer shall be credited as a Market Seller for sales 
of Spot Market Energy to the extent of its hourly net PIM Interchange Exports. determined as 
specified above. The total credit shall be the sum of the credits determined by the product of 
(i) the hourly net amount of energy of PIM Interchange Exports at the applicable generation bus 
from each of the Generating Market Buyer's generation resources determined to be making such 
deliveries. times (ii) the hourly Locational Marginal Price at that generation bus. If the Office 
of the Interconnection dispatChes energy to serve load in the PIM Control Area. the 
pool-dispatched generation resources determined to be making deliveries into PIM InterChange 
of such Generating Market Buyer shall be those that have the highest Locationai Marginal Prices 
of the Market Seller's generation resources. 

(h) If energy in excess of a Generating Market Buyer's Equivalent Load flows 
to the PJM Control Area from a self-scheduled resource. the Generating Market Buyer shall 
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receive a payment or credit for such excess energy at a rate equal to the lesser of (i) 95 % of the 
Locational Marginal Price at the delivery bus for such energy. or (ii) the Locational Marginal 
Price at the delivery bus for such energy if the Locational Marginal Price is negative. For 
pumoses of the foregoing calculation. such excess energy shall be deemed to have been delivered 
from the Generating Market Buyer's self-scheduled resource or resources with the lowest 
Locational Marginal Price or Prices at the time of delivery. Revenues attributable to the 
difference between the market clearing price in the PJM Interchange Energy Market and 
payments or credits for excess energy from self-scheduled resources shall be used by the Office 
of the Interconnection to reduce or offset PIM Control Area costs for Operating Reserves. 

~~ Regulation. 

(a) Each Internal Market Buyer shall have an hourly Regulation objective 
equal to its pro rata share of the PJM Control Area Regulation requirements for the hour, based 
on the Market Buyer's total load in the PIM Control Area for the hour. 

~ A Generating Market Buyer supplying Regulation at the direction of the Office 
of the Interconnection in excess of its hourly Regulation obligation shall be credited for each 
increment of such Regulation at the price in that hour for the Regulation Class from which the 
Regulation was supplied, as determined by the Office of the Interconnection in accordance with 
procedures specified in the PJM Manuals. An Internal Market Buyer that does not meet its 
hourly Regulation obligation shall be charged for Regulation dispatched by the Office of the 
Interconnection to meet such obligation at the average price paid by the Office of the 
Interconnection for Regulation. 

~ ~ Operating Reserves: 

(a) A Market Seller's pool-scheduled resources capable of providing operating 
reserves shall be credited as specified below based on the prices offered for the operation of such 
resource, provided that the resource was available for the entire time specified in the Offer Data 
for such resource. 

(b) At the end of each Operating Day, the following determination shall be 
made for each synchronized pool-scheduled resource of each Market Seller: the total offered 
price for start-up and no-load fees and Spot Market Energy 1'1116 ReEiispateli Cast if ~, 
determined on the basis of the resource's actual output or available and requested time and type 
of operation, shall be compared to the total value of that resource's Spot Market Energy pitts 
ReEiispeteli Cast, if ~. If the total offered price exceeds the total value, the difference shall 
be credited to the Market Seller. Market Sellers shall also be credited on the basis of their 
offered prices for synchronized condensing for any hydropower or combustion turbine units 
operated as synchronous condensers at the request of Office of the Interconnection but producing 
no energy. 
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(c) The sum of the foregoing credits, plus any cancellation fees paid in 
accordance with Section 1.1O.2(d), less any amounts received in accordance with Sections 
U.2EIl), UdEll) IIB8 UI.CiEIl) af SSBellaie 7.Ql 1 1.10.5(d), 1.10.6(d) and 3,2.Hh) of this 
Schedule and payments received from another Control Area for Operating Reserves or from 
users of Point-to-Point Transmission Service within the PIM Control Area for imbalance service, 
shall be the cost of Operating Reserves for the PIM Control Area for each Operating Day. 

(d) The cost of Operating Reserves for each Operating Day shall be allocated 
and charged to each Market Buyer in proportion to its total load during that Operating Day in 
the PIM Control Area. 

~~ Transmission Congestion. 

Each Market Buyer shall be charged or credited for ReElispatsh Casts 
Transmission Congestion Charges as specified in the Tllriff. Section 5 of this Schedule. 

~ ~ Transmission Losses~ 

(a) Whenever the Office of the Interconnection has in place appropriate 
computer hardware, software, and other necessary resources to account for marginal losses in 
the dispatch of energy and the calculation of Locational Marginal Prices, loss accounting shall 
be determined on that basis, and the provisions of this Section shall be revised accordingly. 
Until such time, the following accounting provisions for losses shall apply. 

~ Each Internal Market Buyer shall be credited in an amount equal to its pro 
rata share of the hourly total amounts collected from Transmission Customers either as charges 
for transmission losses in the PIM Control Area as specified in Section 2-:4:-2 1.U or for 
transmission losses supplied in kind in accordance with Section 2-:4:-2 3.4. 2( c) based on the 
Locational Marginal Price at the interface where such losses were delivered. This credit shall 
be determined by the ratio of the Internal Market Buyer's total hourly load, divided by the total 
hourly load in the PIM Control Area. 

(c) PIM Control Area 500 kV losses shall be allocated to each Internal Market 
Buyer in proportion to its hourly load in the PIM Control Area. 

~3.2.6 Emergency Energy .. 

(a) Internal Market Buyers shall be allocated a proportionate share of the 
Bmergelley eller!!y IIB8 tile !lSi cost of Emergency energy purchased by the Office of the 
Interconnection. Such allocated share shall be determined in proportion to the amount of net 
PIM Interchange Imports by each Internal Market Buyer during the hour of each such energy 
purchase. 

(b) Net revenues in excess of UBeeIlflHailleEl Market Cla.iII!! Locational 
Marginal Prices attributable to sales of energy in connection with Emergencies to other Control 
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Areas shall be credited to Internal Market Buyers in proportion to the amount of net PJM 
Interchange Imports by each Internal Market Buyer during each hour of such energy sales. 

(c) The costs, revenues, and energy associated with hourly energy purchased 
from another Control Area in connection with a Minimum Generation Emergency in such other 
Control Area, shall be allocated to each Internal Market Buyer in proportion to its load in the 
PJM Control Area during the hour of such purchases. 

3.2.7 Billing. 

2.2.7 BilIiBg.!!l The Office of the Interconnection shall prepare a billing 
statement each billing cycle for each Market Buyer in accordance with the charges and credits 
specified in Sections ~ III through ~ U.2 of this seileslde Schedule, and showing 
the net amount to be paid or received by the Market Buyer. Billing statements shall provide 
sufficient detail, as specified in the PJM Manuals, to allow verification of the billing amounts 
and completion of the Market Buyer's internal accounting. 

(b) If deliveries to a Market Buyer that has PJM Interchange meters in 
accordance with Section 14 of this Agreement include amounts delivered for a Market 
Participant that does not have PJM Interchange meters separate from those of the metered 
Market Buyer. the Office of the Interconnection shall prepare a separate billing statement for the 
unmetered Market Participant based on the allocation of deliveries agreed upon between the 
Market Buyer and the unmetered Market Participant specified by them to the Office of the 
Interconnection. 

3.3 Market Sellers. 

2.3 Mllfket Seilefs. Except as provided in the following sentence, the accounting and 
billing principles and procedures applicable to Generating Market Buyers functioning as Market 
Sellers shall be as set forth in Section H U. This Section sets forth the accounting and billing 
principles and procedures applicable to all other Market Sellers, and to Generating Market 
Buyers functioning as Market Sellers with respect to any matters not specified in Section H 

11· 
~ ~ Spot Market Energy. 

(a) At the end of each hour during an Operating Day. the Office of the 
Interconnection shall determine the total net amount of hourly energy delivered to the PJM 
Control Area by each pool-scheduled or pool-dispatched resource of each Market Seller. in 
accordance with the PJM Manuals and the calculation described in Section 3.2.Hd). 

(b) The Office of the Interconnection shaH calculate Locational Marginal 
Prices for each generation and load bus in the PJM Control Area, including the bus at each point 
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of interconnection between the PJM Control Area and each adjacent Control Area. in accordance 
with Section 2 of this Schedule. 

(c) A Market Seller shall be credited for sales of Spot Market Energy shall 
l3e llaiEl far at the URea~d MlI£ket Cleariftg Priee deteRftiBed as SlleeHieEl ill .\flleB6Hl A 
ta 8ehetktle 7.91 1 af this Attftehmeftt. to the extent of its hourly net deliveries of energy to the 
PJM Control Area from the Market Seller's pool-scheduled or pool-dispatched resources. For 
pool-scheduled resources that are External Resources. the Office of the Interconnection shall 
model. based on an appropriate flow analysis. the hourly amounts delivered from each such 
resource to the corresppnding interface point between the PJM Control Area and adjacent 
Control Areas. The total credit for each Market Seller shall be the sum of its credits determined 
by the product of (j) the hourly net amount of energy delivered to the PJM Control Area at the 
applicable generation or interface bus from each of the Market Seller's pool-scheduled or 
pool-dispatched resources. times (jj) the hourly Locational Marginal Price at that bus. 

(d) Market Sellers. including Generating Market Buyers. shall be charged for 
non-delivery of Spot Market Energy from resources that are not Capacity Resources. as specified 
in Section 1.10.5(d) of this Schedule. 

3.3.2 Regulation. 

2.3.2 RegulatiaB. Each Market Seller that is also an Internal Market Buyer shall 
have an hourly Regulation objective as specified in Section 2.2.2(~ 3.2.2(a), and shall be 
credited or charged in connection therewith as specified in Section 2. 2. 2(13) 3.2. 2(b). All other 
Market Sellers supplying Regulation at the direction of the Office of the Interconnection shall 
be credited for each increment of such Regulation at the price in that hour for the Regulation 
Class from which the Regulation was supplied, as determined by the Office of the 
Interconnection in accordance with procedures specified in the PJM Manuals. 

3.3.3 Operating Reserves. 

2.3.3 OllefatHlg Resef¥es. A Market Seller shall be credited for its pool-scheduled 
resources based on the prices offered for the operation of such resource, provided that the 
resource was available for the entire time specified in the Offer Data for such resource, in 
accordance with the procedures set forth in Section 2.2.3(13). 3.2.3(b) 

3.3.4 Emergency Energy. 

2.3.4 BlBefgeBey BBergy. The costs, and net revenues, aad eBergy associated with 
hourly energy sales to other Control Areas in connection with a Minimum Generation 
Emergency in the PJM Control Area shall be allocated to Market Sellers in proportion to their 
sales to the PJM Interchange Energy Market from generation resources within the metered 
boundaries of the PJM Control Area in each hour in which such energy was sold to other 
Control Areas. 
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2.3.~ 8i11iBg. The Office of the Interconnection shall prepare a billing statement 
each billing cycle for each Market Seller in accordance with the charges and credits specified 
in Sections ikH 1ll through H4 u.± of this selieEklle Schedule, and showing the net 
amount to be paid or received by the Market Seller. Billing statements shall provide sufficient 
detail, as specified in the PJM Manuals, to allow verification of the billing amounts and 
completion of the Market Seller's internal accounting. 

a.4 3.4 Transmission Customers. - . 
____ ...::o3.:.;:4~.1 ~ Transmission Congestion. 

Each Transmission Customer shall be charged 9f ~ credited for Reeisf)ftteli 
Gests Transmission Congestion Charges as specified in die Tariff Section 5 of this Schedule. 

~~ Transmission Losses 

(a) Whenever the Office of the Interconnection has in place appropriate 
computer hardware, software, and other necessary resources to account for marginal losses in 
the dispatch of energy and the calculation of Locational Marginal Prices, loss accounting shall 
be determined on that basis, and the provisions of this Section shall be revised accordingly. 
Until such time, the following accounting provisions for losses shall apply. 

(b) Transmission Customers other than entities that are also Internal Market 
Buyers shall be charged for transmission losses in an amount equal to the product of (i) the 
Transmission Customer's megawatt-hours of deliveries using Point-to-Point Transmission 
Service, times (ii) the appropriate loss factor for deliveries using Point-to-Point Transmission 
Service, times (iii) the UfteellBffamee M8fltet ClellriBg Priee weighted average Locational 
Marginal Price for all load busses in the PJM Control Area. The foregoing average hourly loss 
factor shall be: (i) determined by the Office of the Interconnection from time to time as 
conditions affecting losses shall warrant; (ii) calculated separately for on-peak and off-peak hours 
on the basis of the average ratio of losses to load served in each such period; and (iii) 
determined in accordance with the provisions in the PJM Manuals on "Calculation of Losses for 
Transmission Services. " 

(c) A Transmission Customer may elect to pay for losses in kind, rounded off 
to the nearest whole megawatt, rather than as specified above if its total deliveries in an hour 
using Point-to-Point Transmission Service are greater than 200 megawatts. If it so elects, the 
Transmission Customer's specified source for the energy to be delivered using Point-to-Point 
Transmission Service may be scheduled to supply to the PJM Control Area boundary an amount 
of energy equal to the delivery schedule plus the amount of losses determined by applying the 
appropriate hourly loss factor as specified above to the delivered amount. 
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Billing. 

2.4.3 BiIliBg. The Office of the Interconnection shall prepare a billing statement 
each billing cycle for each Transmission Customer in accordance with the charges and credits 
specified in Sections 2-:4A 1i! through 2-:44 ~ of this seheEillle Schedule, and showing 
the net amount to be paid or received by the Transmission Customer. Billing statements shall 
provide sufficient detail, as specified in the PJM Manuals, to allow verification of the billing 
amounts and completion of the Transmission Customer's internal accounting. 

~ ~ Other Control Areas: 

3.5.1 Energy Sales. 

2.tH HReFgy SlIIes. To the extent appropriate in accordance with Good Utility 
Practice, the Office of the Interconnection may sell energy to an interconnected Control Area 
as necessary to alleviate or end an Emergency in that Control Area. Such sales shall be made 
(i) only to Control Areas that have undertaken a commitment pursuant to a written agreement 
with the Offiee ef die IftlefeeBBeetieft !J£ to sell energy on a comparable basis to the PJM 
Control Area, and (ii) only to the extent consistent with the maintenance of reliability in the PJM 
Control Area. The Office of the Interconnection may decline to make such sales to a Control 
Area that the Office of the Interconnection determines does not have in place and implement 
Emergency procedures that are comparable to those followed in the PJM Control Area. If the 
Office of the Interconnection sells energy to an interconnected Control Area as necessary to 
alleviate or end an Emergency in that Control Area, such energy shall be sold at 150% of the 
higlief ef die UReeftStflliRed MftflEet CleftfiRg Priee er die priee paid fer die eRe~y diSflatelied 
te 8IIpIIt,' die sllle. Locational Marginal Price at the bus or busses at the border of the PJM 
Control Area at which such energy is delivered. 

3.5.2 Operating Margin Sales. 

The extent appropriate in accordance with Good Utility Practice. the Office of the 
Interconnection may sell Operating Margin to an interconnected Control Area as requested to 
alleviate an operating contingency resulting from the affect of the purchasing Control Area's 
operations on the dispatch of resources in the PJM Control Area. Such sales shall be made only 
to Control Areas that have undertaken a commitment pursuant to a written agreement with the 
Office of the Interconnection (i) to purchase Operating Margin whenever the purchasing Control 
Area's operations will affect the dispatch of resources in the PJM Control Area, and (m to sell 
Operating Margin on a comparable basis to the LLC. 

3.5.3 Transmission Congestion. 

Each Control Area purchasing Operating Margin shall be assessed Transmission 
Congestion Charges as specified in Section 5.1.5 of this Schedule. 
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25.2 BiIliBg. The Office of the Interconnection shall prepare a billing statement 
each billing cycle for each Control Area to which Emergency energy or Operating Margin was 
sold, and showing the net amount to be paid by such Control Area. Billing statements shall 
provide sufficient detail, as specified in the PJM Manuals, to allow verification of the billing 
amounts. 

M ~ Metering Reconciliation. 

3.6 Meter Correction Billing. 

2.6.1 Meter CerreetieB BiIliBg. Metering errors and corrections will be reconciled 
at the end of each month by a meter correction charge or credit. The monthly meter correction 
charge or credit shall be determined by the product of the positive or negative deviation in 
energy amounts, times the weighted average \lBeeBStraiBes Mllfket Clellfisg Priee. Locational 
Marginal Price for the affected Market Buyer. 

3.6.2 Meter Corrections Between Market Participants. 

2.6.2 ~feter CeffeetieBS Bet>:JeeB ~fllfket Pafiieiplillts. If a Market Participant or 
the Office of the Interconnection discovers a meter error affecting an interchange of energy with 
another Market Participant and makes the error known to such other Market Participant prior 
to the completion by the Office of the Interconnection of the accounting for the interchange, and 
if both Market Participants are willing to adjust hourly load records to compensate for the error 
and such adjustment does not affect other parties, an adjustment in load records may be made 
by the Market Participants in order to correct for the meter error, provided corrected 
information is furnished to the Office of the Interconnection in accordance with the Office of the 
Interconnection's accounting deadlines. No such adjustment may be made if the accounting for 
the Operating Day in which the interchange occurred has been completed by the Office of the 
Interconnection. 

~~ 500 kVMeter Errors. 

Billing cycle accounting for 500 kV transmission losses shall be adjusted to 
account for errors in meters on 500 kV Transmission Facilities. 
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3.6.4 Meter Corrections Between Control Areas. 

2.6.4 Meter Cerreetiees Betweee CeRtrei Afeas. An error between accounted for 
and metered interchange between a Party in the PJM Control Area and an entity in another 
Control Area shall be corrected by adjusting the hourly meter readings. If this is not practical, 
the error shall be accounted for by a correction at the end of the billing cycle. The Market 
Participant with ties to such other Control Area experiencing the error shall account for the full 
amount of the discrepancy and an appropriate debit or credit shall be applied equally among all 
Market Buyers. The Office of the Interconnection will adjust the actual interchange between the 
PJM Control Area and the other Control Area to maintain a proper record of inadvertent energy 
flow. Meter corrections on the 500 kV system between the PJM Control Area and other Control 
Areas shall be accounted for through the internal 500 kV system meter error allocation at the 
end of the billing cycle. 

3.6.5 Meter Correction Data. 

2.6.§ Meter Cerreetiee Datil. Meter error data shall be submitted to the Office 
of the Interconnection not later than noon on the second working day of the Office of the 
Interconnection after the end of the billing cycle applicable to the meter correction. 

3.6.6 Correction Limits. 

2.6.6 CerreeHee Limits. A Market Participant may not assert a claim for an 
adjustment in billing as a result of a meter error for any error discovered more than two years 
after the date on which the metering occurred. Any claim for an adjustment in billing as a result 
of a meter error shall be limited to bills for transactions occurring in the most recent annual 
accounting period of the billing Market Participant in which the meter error occurred, and the 
prior annual accounting period. 
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4.1 Offered Price Rates. 
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SPOt Market Energy, Regulation, Operating Reserve, and Transmission Congestion are 
based on offers to the Office of the Interconnection specified in this Agreement. 

4,2 Transmission Losses, 

Average loss factors shall be as specified in the PJM Tariff. 

4,3 Emergency Energy Purchases, 

The pricing for Emergency energy purchases will be determined by the Office of the 
Interconnection and the adjacent Control Area, in accordance with an agreement between the 
Office of the Interconnection and such adjacent Control Area that complies with this Agreement. 
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5.CALCULATIONOF TRANSMISSION CONGESTION CHARGES AND 
CREDITS 

5.1 Transmission Congestion Charge Calculation 

5.1.1 Calculation by Office of the Interconnection. 

When the transmission system is operating under constrained conditions, the 
Office of the Interconnection shall calculate Transmission Congestion Charges for each Network 
Service User, the PIM Interchange Energy Market, and each Transmission Customer. 

5,1.2 General. 

The basis for the Transmission Congestion Charges shall be the Locational 
Marginal Prices determined in accordance with Section 2 of this Schedule. 

5,1.3 Network Service User Calculation. 

Each Network Service User shall be charged for the increased cost of energy 
incurred by it during each constrained hour to deliver the output of its firm Capacity Resources 
or other owned or contracted for resources, its firm bilateral purchases, and its non-firm bilateral 
purchases as to which it has elected to pay Transmission Congestion Charges. The Transmission 
Congestion Charge for deliveries from each such source shall be the Network Service User's 
hourly net bill less its hourly net PJM InterChange payments or sales as determined in 
accordance with Section 3.2.1 or Sections 3.3 and 3.3.1 of this Schedule. 

5,1.4 Transmission Customer Calculation. 

Each Transmission Customer using Firm Point-to-Point Transmission Service (as 
defined in the PIM Tarim, and each Transmission Customer using Non-Firm Point-to-Point 
Transmission Service (as dermed in the PJM Tarim that has elected to pay Transmission 
Congestion Charges, shall be charged for the increased cost of energy during constrained hours 
for the delivery of energy using Point-to-Point Transmission Service. The Transmission 
Congestion Charge for each such delivery shall be the delivery amount multiplied by the 
difference between the Locational Marginal Price at the delivery interface and the Locational 
Marginal Prise at the source interface, or for Market Sellers using point-to-point transmisSion 
service for deliveries out of the PJM Control Area from generating resources within the PlM 
Control Area shall be the amount of its net bill less its net hourly PlM Interchange payments 
or sales as determined in accordance with Section 3.3 of this Schedule. 
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5.1.5 Operating Margin Customer Calculation. 

Each Control Area purchasing Operating Margin shall be assessed Transmission 
Congestion Charges for any the increase in the cost of energy resulting from the provision of 
Operating Margin. The Transmission Congestion Charge shall be the amount of Operating 
Margin purchased in an hour multiplied by the difference in the Locational Marginal Price at 
what would be the delivery interface and the Locational Marginal Price at what would be the 
source interface. if the operating contingency that was the basis for the purchase of Operating 
Margin had occurred in that hour. Operating Margin may be allocated among multiple source 
and delivery interfaces in accordance with an applicable load flow study. 

5.1.6 Total Transmission Congestion Charges. 

The total Transmission Congestion Charges collected by the Office of the 
Interconnection each hour will be the sum of the 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. 

Each Transmission Customer using firm Point-to-Point Transmission Service and 
each Network Service User shall receive as a Transmission Congestion Credit a proportional 
share of the total Transmission Congestion Charges collected for each constrained hour. 

5.2.2 Fixed Transmission Rights 

(a) Transmission Congestion Credits will be calculated based upon the Fixed 
Transmission Rights of each Network Service User and Transmission Customer. determined as 
specified below. 

(b) Each Network Service User shall designate a subset of its Network 
Resources for which Fixed Transmission Rights will be assigned. The Fixed Transmission Right 
for each Network Resource shall be a number of megawatts equal to or less than the installed 
capacity summer megawatt rating of each designated Network Resource. determined at the PJM 
Control Area transmission bus at which the designated Network Resource is connected to the 
aggregate load busses of the Network Service User. The sum of each Network Service User's 
Fixed Transmission Rights must be equal to or less than the Network Service User's projected 
annual peak load. 

(c) Each Transmission Customer receiving firm Point-to-Point Transmission 
Service shall be assigned Fixed Transmission Rights. The Fixed Transmission Right for each 
instance of Point-to-Point Transmission Service shall be a number of megawatts equal to the 
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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. 

(d) The foregoing assignment of Fixed Transmission Rights shall be enhanced 
by an amendment to this Schedule. to be filed with FERC not later than December 31, 1997. 
that will provide for an auction of Fixed Transmission Rights over and above those FfRs 
obtained and retained by Network Service Users and Transmission Customers then receiving 
fum Point-to-Point Transmission Service (including firm Point-to-Point transmission service for 
existing bilateral contracts). such auction to be implemented as soon after December 31, 1997 
as shall be determined by the Office of the Interconnection to be reasonably practical. For so 
long as Fixed Transmission Rights are assigned on the basis of Network Transmission Service 
and firm Point-to-Point Transmission Service. any Fixed Transmission Rights awarded pursuant 
to an auction shall be simultaneously feasible with all Network Transmission Service and firm 
Point-to-Point Transmission Service obligations. The Members specified in Section l1.5(c) of 
the Agreement. working with the Office of the Interconnection. shall develop the details of the 
implementation of such an auction. including but not limited to the nature of the bidding process. 
the frequency of auctions. and the duration of the Fixed Transmission Rights purchased at 
auction. 

5.2.3 Target Allocation for Network Service Users. 

A target allocation of Transmission Congestion Credits for each Network Service 
User shall be determined for each of its Fixed Trapsmission Rights. Each Fixed Transmission 
Right shall be multiplied by the percent of the Network Service User's annual peak load 
assigned to each load bus multiplied by the difference calculated as the Network Service User's 
load bus Locational Marginal Price minus the generation bus Locational Marginal Price of the 
Network Resource associated with the Fixed Transmission Right. The total target allocation for 
each Fixed Transmission Right is the sum of the target allocations for each load bus. The total 
target allocation for each Network Service User for each hour is the sum of the total target 
allocations for each of the Network Service User's Fixed Transmission Rights. 

5.2.4 Target Allocation for other Holders. 

A target allocation of Transmission Congestion Credits for each Transmission 
Customer or entity holding an FfR acquired by other means shall be determined for each Fixed 
Transmission Right. Each Fixed Transmission Right shall be multiplied by the hourly 
Locational Marginal Price differences for the receipt and delivery points associated with the 
Fixed Transmission Right. calculated as the Locational Marginal Price at the delivery point(s) 
minus the Locational Marginal Price at the receipt point(s). The total target allocation for the 
Transmission Customer for each hour shall be the sum of the target allocations associated with 
all of the Transmission Customer's Fixed Transmission Rights. 
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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. If the total of the 
target allocations is less than the total of the Transmission Congestion Charges. the Transmission 
Congestion Credit for each Network Service User and Transmission Customer 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, each holder of Fixed Transmission Rights shall receive a share 
of the total Transmission Congestion Charges in proportion to its target allocations. 

5.2.6 Distribution of Excess Congestion Charges 

(a) Excess Transmission Congestion Charges accumulated in a month shall be 
distributed to each holder of Fixed 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. 

Any excess Transmission Congestion Charges remaining at the end of a month 
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. 
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List of Regional Transmission Owners 

Atlantic City Electric Company 

Baltimore Gas and Electric Company 

Delmarva Power & Light Company 

Jersey Central Power & Light Company 

Metropolitan Edison Company 

Pennsylvania Electric Company 

PECO Energy Company 

Pennsylvania Power & Light Company 

Potomac Electric Power Company 

Public Service Electric and Gas Company 

val CSFfJ8F8tieB 

Revised: June 2,1997 
Effective: 



• 

RELIABILITY AssuRANCE AGREEMENT 

Among 

LOAD SERVING ENTITIES 

in the 

PJM CONTROL AREA 

Dated June 2, 1997 



RELIABILITY ASSURANCE AGREEMENT 

TABLE OF CONTENTS 

ARTICLE 1 -- DEFINITIONS . . . . . . . . . . . . . . . .. 1 
1.1 Access-Eligible Load . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ., I 
1.2 Accounted-For Obligation ., ........................... , I 
1.3 Agreement....................................... 1 
1.4 ALM........................................... I 
1.5 ALM Factor ...................................... 2 
1. 6 Black Start Capability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ., 2 
1. 7 Capacity Resources .................................. 2 
1.8 Chair........................................... 2 
1.9 Control Area ..................................... , 2 
1.1 0 Diversified Planning Period Peak . . . . . . . . . . . . . . . . . . . . . . . . .. 2 
1.11 Effective Date ..................................... 2 
1.12 Electric Distributor .................................. 2 
1.13 Emergency ....................................... 3 
1.14 FERC .......................................... 3 
1.15 Firm Transmission Service ............................. , 3 
1.16 Forecast Zone Requirement ............................. 3 
1.17 Forecast LSE Obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 3 
1.18 Forecast Pool Requirement ............................. 3 
1.19 Generator Forced Outage .............................. 3 
1.20 Generator Maintenance Outage .. . . . . . . . . . . . . . . . . . . . . . . . .. 3 
1.21 Generator Planned Outage ............................. , 3 
1.22 Good Utility Practice ................................ , 3 
1.23 Identifiable Load . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 4 
1.24 Individual Vote. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 4 
1. 25 Load Serving Entity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 4 
1.26 MAAC .......................................... 4 
1.27 NERC ........................................ " 4 
1.28 Network Resources .................................. 4 
1.29 Network Transmission Service ........................... 4 
1. 30 Office of the Interconnection ............................ 4 
1.31 Operating Agreement of PJM Interconnection, L.L.c. . . . . . . . . . . . .. 4 
1. 32 Operating Reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 5 
1.33 Party........................................... 5 
1. 34 Peak Season ...................................... 5 
1.35 Peak Season Maintenance .............................. 5 
1.36 Peak Season Maintenance Obligation ....................... 5 
1.37 PJM Board ....................................... 5 



• 

1.38 PJM Control Area . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 5 
1.39 PJM Interconnection Agreement .......................... 5 
1,40 PJM Manuals .................................... " 5 
1.41 PJM Open Access Transmission Tariff ...................... 5 
1.42 Planning Period .................................... 5 
1.43 Pool-Wide Choice Date. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 5 
1.44 Quorum .... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 5 
1,45 Reliability Committee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 5 
1.46 Reliability Principles and Standards ........................ 6 
1.47 Required Approvals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 6 
1,48 Sole-Supplier Load .................................. 6 
1.49 Transmission Owners Agreement . . . . . . . . . . . . . . . . . . . . . . . . .. 6 
1.50 Unavailable Capability ................................ 6 
1.51 Unforced Capacity. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 6 
1.52 Vice Chair ....................................... 6 
1.53 Voting Shares ..................................... 6 
1.54 Weighted Vote . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 6 
1.55 Zone ........... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 6 

ARTICLE 2 -- PURPOSE . . . . . . . . . . . . . . . . .. 7 

ARTICLE 3 -- TERM AND TERMINATION OF THE AGREEMENT. . .. 7 
3.1 Term ........................................... 7 
3.2 Termination....................................... 7 

3.2.1 Rights to Terminate ............................. 7 
3.2.2 Obligations upon Termination ....................... 7 

ARTICLE 4 -- ADDITION OF NEW PARTIES ........... 7 

ARTICLE 5 -- WITHDRAWAL OR REMOVAL OF A PARTY. . . . .. 8 
5.1 Withdrawal of a Party ................................ 8 

5.1.1 Notice...................................... 8 
5.1.2 Obligations upon Withdrawal . . . . . . . . . . . . . . . . . . . . . . .. 8 

5.2 Removal of a Party .............................. . . .. 8 

ARTICLE 6 -- RELIABILITY COMMITTEE . . . . . . . . . . .. 9 
6. 1 Reliability Committee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 9 

6.1.1 Membership on Reliability Committee .................. 9 
6.1.2 Appointment of Reliability Committee Representative . . . . . . . .. 9 
6.1. 3 Reliability Committee Officers . . . . . . . . . . . . . . . . . . . . . .. 9 

6.2 Responsibilities of Reliability Committee . . . . . . . . . . . . . . . . . . .. 10 
6.3 Meetings of the Reliability Committee. . . . . . . . . . . . . . . . . . . . .. 11 
6.4 Voting by the Reliability Committee . . . . . . . . . . . . . . . . . . . . . .. 11 

6.4.1 Matters Requiring Approval by Two-Thirds . . . . . . . . . . . . .. 12 
6.4.2 Matters Requiring Approval by a Majority .............. 12 

ii 



-

• 

• 

• 

6.5 Subcommittees.................................... 12 
6.6 Technical Support . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 12 
6.7 Cost of Meetings. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 12 

ARTICLE 7 -- DETERMINATION OF RESERVE REQUIREMENTS ... 12 
7.1 Forecast Pool Requirement and Forecast LSE Obligations . . . . . . . . .. 12 
7.2 Planning Period Load Diversity Entitlements . . . . . . . . . . . . . . . . .. 13 
7.3 Responsibility to Plan for Forecast LSE Obligation . . . . . . . . . . . . .. 13 
7.4 Responsibility to Provide for Accounted-For Obligation . . . . . . . . . .. 13 
7.5 Responsibility During Peak: Season . . . . . . . . . . . . . . . . . . . . . . .. 14 
7.6 Payment for Deficiencies . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 14 
7.7 Nature of Resources. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 14 
7.8 Compliance Audit of Parties. . . . . . . . . . . . . . . . . . . . . . . . . . .. 14 
7.9 Compliance Audit of Contractors. . . . . . . . . . . . . . . . . . . . . . . .. 14 

ARTICLE 8 -- DEFICIENCY, DATA SUBMISSION, AND EMERGENCY CHARGES15 
8.1 Nature of Charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 15 
8.2 Determination of Charge Amounts . . . . . . . . . . . . . . . . . . . . . . .. 15 
8.3 Distribution of Charge Receipts. . . . . . . . . . . . . . . . . . . . . . . . .. 15 

ARTICLE 9 -- COORDINATED PLANNING AND OPERATION .... 15 
9.1 Overall Coordination ................................ 15 
9.2 Generator Planned Outage Scheduling. . . . . . . . . . . . . . . . . . . . .. 16 
9.3 Data Submissions .................................. 16 
9.4 Charges for Failures to Comply ......................... 16 
9.5 Metering........................................ 16 

ARTICLE 10 -- SHARED COSTS .............. 16 
10.1 Recording and Audit of Costs . . . . . . . . . . . . . . . . . . . . . . . . . .. 16 
10.2 Cost Responsibility ................................. 16 

ARTICLE 11 -- BILLING AND PAYMENT ......... .. 17 
11.1 Periodic Billing ................................... 17 
11.2 Payment........................................ 17 
11.3 Failure to Pay .................................... 17 

ARTICLE 12 -- INDEMNIFICATION AND LIMITATION OF LIABILITIES. 17 
12. 1 Indemnification.................................... 17 
12.2 Limitations on Liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . " 17 
12.3 Insurance ....................................... 18 

ARTICLE 13 - SUCCESSORS AND ASSIGNS . . . . . . . . .. 18 
13.1 Binding Rights and Obligations . . . . . . . . . . . . . . . . . . . . . . . . " 18 
13.2 Consequences of Assignment ........................... 18 

iii 



----"----"--~-------------------~---==~--

ARTICLE 14 -- NOTICE ................. 18 

ARTICLE 15 -- REPRESENTATIONS AND WARRANTIES. . . . .. 18 
15.1 Representations and Warranties at Effective Date . . . . . . . . . . . . . .. 18 
15.2 Continuing Representations and Warranties . . . . . . . . . . . . . . . . . .. 19 

ARTICLE 16 -- OTHER MAITERS . . . . . . . . . . . . .. 19 
16. 1 Relationship of the Parties . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 19 
16.2 Governing Law . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 19 
16.3 Severability...................................... 19 
16.4 Amendment...................................... 20 
16.5 Headings ....................................... 20 
16.6 Confidentiality .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 20 
16.7 Counterparts ..................................... 20 
16.8 No Implied Waivers. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 21 
16.9 No Third Party Beneficiaries ........................... 21 
16.10 Dispute Resolution ................................. 21 

SCHEDULE 1 

SCHEDULE 1.1 

SCHEDULE 2 

SCHEDULE 3 

SCHEDULE 4 

SCHEDULE 4.1 

SCHEDULE 5 

SCHEDULE 5.1 

SCHEDULE 5.2 

SCHEDULE 5.3 

SCHEDULE 6 

PROCEDURES TO BECOME A PARTY 

DATA REQUIREMENTS 

STANDARDS FOR INTERCONNECTIONS 

OTHER AGREEMENTS TO BE EXECUTED BY THE PARTIES 

GUIDELINES FOR DETERMINING THE FORECAST POOL 
REQUIREMENT 

DETERMINATION OF UNFORCED CAPACITY REQUIREMENT 

DETERMINATION OF FORECAST REQUIREMENTS AND 
OBLIGATIONS 

FORECAST DIVERSIFIED PLANNING PERIOD PEAKS (P) 

FORCED OUTAGE RATE CALCULATION 

PROCEDURES FOR THE ACTIVE LOAD MANAGEMENT 
CREDIT 

PLANS TO MEET CAPACITY OBLIGATIONS 

iv 



SCHEDULE 7 

SCHEDULE 8 

SCHEDULE 9 

SCHEDULE 10 

SCHEDULE 11 

SCHEDULE 12 

SCHEDULE 13 

SCHEDULE 14 

SCHEDULE 15 

SCHEDULE 16 

• 

DETERMINATION AND FULFILLMENT OF ACCOUNTED-FOR 
OBLIGATION 

PEAK SEASON MAINTENANCE 

PROCEDURES FOR ESTABLISHING THE CAPABILITY OF 
CAPACITY RESOURCES 

PROCEDURES FOR ESTABLISHING DELIVERABILITY OF 
CAPACITY RESOURCES 

DEFICIENCY CHARGES 

DATA SUBMITTALS 

DATA SUBMISSION CHARGES 

EMERGENCY PROCEDURE CHARGES 

DELEGATION TO THE OFFICE OF THE INTERCONNECTION 

ZONES WITHIN THE PJM CONTROL AREA 

v 



• 

RELIABILITY ASSURANCE AGREEMENT 

RELIABILITY ASSURANCE AGREEMENT, dated as of this 2nd day of June, 
1997, by and among Public Service Electric and Gas Company, PECO Energy Company, 
Pennsylvania Power Light Company, Baltimore Gas and Electric Company, Jersey Central 
Power & Light Company, Metropolitan Edison Company, Pennsylvania Electric Company, 
Potomac Electric Power Company, Atlantic City Electric Company, and Delmarva Power & 
Light Company, hereinafter referred to collectively as the "Parties" and individually as a 
"Party. " 

WITNESSETH: 

WHEREAS, each Party to this Agreement is a Load Serving Entity within the PJM 
Control Area; 

WHEREAS, each Party is committing to share its Capacity Resources with the other 
Parties to reduce the overall reserve requirements for the Parties while maintaining reliable 
service; and 

WHEREAS, each Party is committing to provide mutual assistance to the other 
Parties during Emergencies; and 

WHEREAS, each Party is committing to coordinate its planning of Capacity 
Resources to satisfy the Reliability Principles and Standards. 

NOW THEREFORE, for and in consideration of the covenants and mutual 
agreements set forth herein and intending to be legally bound hereby, the Parties agree as 
follows: 

ARTICLE 1 -- DEFINITIONS 

Unless the context otherwise specifies or requires, capitalized terms used herein shall 
have the respective meanings assigned herein or in the Schedules hereto for all purposes of 
this Agreement (such defmitions to be equally applicable to both the singular and the plural 
forms of the terms defmed). Unless otherwise specified, all references herein to Articles, 
Sections or Schedules, are to Articles, Sections or Schedules of this Agreement. As used in 
this Agreement: 

1.1 Access-Eligible Load shall have the meaning set forth in Schedule 5. 

1.2 Accounted-For Obligation shall have the meaning set forth in Schedule 7. 

1.3 Agreement shall mean this Reliability Assurance Agreement, together with all 
Schedules hereto, as amended from time to time. 

1.4 ALM shall mean active load management. 



• 

1.5 ALM Factor shall mean that factor established from time to time by the 
Reliability Committee for use in the determination of credit for ALM in accordance with 
Schedule 5.3. 

1.6 Black Start Capability shall mean the ability of a generating unit or station to 
go from a shutdown condition to an operating condition and start delivering power without 
assistance from the power system. 

1. 7 Capacity Resources shall mean megawatts of net capacity from owned or 
contracted for generating facilities all of which (i) are accredited to a Party pursuant to the 
procedures set forth in Schedules 9 and 10 for purposes of this Agreement and (ii) are 
committed to satisfy that Party's obligations under this Agreement. 

1.8 Chair shall mean the chairperson of the Reliability Committee. 

1.9 Control Area shall mean an electric power system or combination of electric 
power systems bounded by interconnection metering and telemetry to which a common 
generation control scheme is applied in order to: 

(a) match the power output of the generators within the electric power system(s) 
and energy purchased from entities outside the electric power system( s), with 
the load within the electric power system( s); 

(b) maintain scheduled interchange with other Control Areas, within the limits of 
Good Utility Practice; 

(c) maintain the frequency of the electric power system(s) within reasonable limits 
in accordance with Good Utility Practice and the criteria of NERC and the 
applicable regional reliability council of NERC; 

(d) maintain power flows on transmission facilities within appropriate limits to 
preserve reliability, and 

(e) provide sufficient generating capacity to maintain operating reserves in 
accordance with Good Utility Practice. 

1.10 Diversified Planning Period Peak shall have the meaning set forth in 
Schedule 5.1. 

1.11 Effective Date shall mean August I, 1997, or such later date that FERC 
permits this Agreement to go into effect. 

1.12 Electric Distributor shall mean an entity that owns or leases with rights 
equivalent to ownership electric distribution facilities that are providing electric distribution 
service to electric load within the PJM Control Area. 
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1.13 Emergency shall mean (i) an abnormal system condition requiring manual or 
automatic action to maintain system frequency, or to prevent loss of ftrm load, equipment 
damage, or tripping of system elements that could adversely affect the reliability of an 
electric system or the safety of persons or property; or (ii) a fuel shortage requiring 
departure from normal operating procedures in order to minimize the use of such scarce fuel; 
or (iii) a condition that requires implementation of emergency procedures as defmed in the 
PJM Manuals. 

1.14 FERC shall mean the Federal Energy Regulatory Commission or any 
successor federal agency, commission or department. 

1.IS Firm Transmission Service shall mean transmission service that is intended to 
be available at all times to the maximum extent practicable, subject to an Emergency, an 
unanticipated failure of a facility, or other event beyond the control of the owner or operator 
of the facility or the Office of the Interconnection. 

1.16 Forecast Zone Requirement shall mean the portion of the Forecast Pool 
Requirement allocated to each Zone pursuant to Schedule 5. 

1.17 Forecast LSE Obligation shall mean a Party's allocated portion of the 
Forecast Pool Requirement as determined by the Reliability Committee pursuant to 
Schedule 5. 

1.18 Forecast Pool Requirement shall mean the aggregate level of Capacity 
Resources required pursuant to this Agreement as determined by the Reliability Committee 
pursuant to Schedule 4. 

1.19 Generator Forced Outage shall mean an innnediate 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. 

1.20 Generator Maintenance Outage shall mean the scheduled removal from 
service, in whole or in part, of a generating unit in order to perform repairs on specific 
components of the facility, if removal of the facility qualifies as a maintenance outage 
pursuant to the PJM Manuals. 

1.21 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 Interconnection in accordance with the PJM Manuals. 

I.ZZ Good litility Practice shall mean any of the practices, methods and acts 
engaged in or approved by a significant portion of the electric utility industry during the 
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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 is 
intended to include acceptable practices, methods, or acts generally accepted in the region. 

1.23 Identul8ble Load shall mean the load of a customer that has been identified in 
the load forecast of a Party that was used to forecast the Diversified Planning Period Peak of 
a Zone. 

1.24 Individual Vote shall mean the single vote accorded to each Party that is not 
in default; provided, however, that Parties that are affiliates shall together have a single 
Individual Vote. 

1.25 Load Serving Entity or LSE shall mean any entity, including a load 
aggregator or power marketer, (i) serving end-users within the PJM Control Area, and (ii) 
that has been granted the authority or has an obligation pursuant to state or local law, 
regulation or franchise to sell electric energy to end-users located within the PJM Control 
Area, or the duly designated agent of such an entity. 

1.26 MAAC shall mean the Mid-Atlantic Area Council, a reliability council under § 
202 of the Federal Power Act, established pursuant to the MAAC Agreement dated August 
I, 1994, or any successor thereto. 

1.27 NERC shall mean the North American Electric Reliability Council or any 
successor thereto. 

1.28 Network Resources shall have the meaning set forth in the PJM Tariff. 

1.29 Network Transmission Service shall mean transmission service provided 
pursuant to the rates, terms and conditions set forth in Part III of the PJM Tariff or 
transmission service comparable to such service that is provided to a Load Serving Entity 
that is also a Regional Transmission Owner (as that term is defined in the PJM Tariff). 

1.30 Office of the Interconnection shall mean the employees and agents of PJM 
Interconnection, L. L. C., subject to the supervision and oversight of the P JM Board, acting 
pursuant to the Operating Agreement. 

1.31 Operating Agreement of PJM Interconnection, L.L.C. or Operating 
Agreement shall mean that certain agreement, dated April I, 1997 and as amended and 
restated June 2, 1997 and as amended from time to time thereafter, among the members of 
the PJM Interconnection, L.L.C. 
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1.32 Operating Reserve shall mean the amount of generating capacity scheduled to 
be available for a specified period of an operating day to ensure the reliable operation of the 
PJM Control Area, as specified in the PJM Manuals. 

1.33 Party shaH mean an entity bound by the terms of this Agreement. 

1.34 Peak Season shall have the meaning set forth in Schedule 8. 

1.35 Peak Season Maintenance shall have the meaning set forth in Schedule 8. 

1.36 Peak Season Maintenance Obligation shall have the meaning set forth in 
Schedule 8. 

1.37 PJM Board shall mean the Board of Managers of the PJM Interconnection, 
L.L.C., acting pursuant to the Operating Agreement. 

1.38 PJM Control Area shall mean the Control Area recognized by NERC as the 
PJM Control Area. 

1.39 PJM Interconnection Agreement shall mean the Pennsylvania-New Jersey
Maryland Interconnection Agreement, dated September 26, 1956, as amended and in effect 
prior to April 1, 1997. 

1.40 PJM Manuals shall mean the instructions, rules, procedures and guidelines 
established by the Office of the Interconnection for the operation, planning and accounting 
requirements of the PJM Control Area. 

1.41 PJM Open Access Transmission Tariff or PJM Tariff shall mean the tariff 
for transmission service within the PIM Control Area, as in effect from time to time, 
including any schedules, appendices, or exhibits attached thereto. 

1.42 Planning Period shall initially mean the 12 months beginning June 1 and 
extending through May 31 of the following year, or such other period established by the 
Reliability Committee. 

1.43 Pool-Wide Choice Date shaH mean the date established by the Reliability 
Committee as the date on which (i) all states within the PJM Control Area and the District of 
Columbia have adopted retail access programs for end-use electric customers and (ii) more 
than 85 percent of the end-use customers within the PIM Control Area have a choice for 
their electric supplier. 

1.44 Quorum shall mean more than 50 percent of the Voting Shares. 

1.45 Reliability Committee shall mean the committee comprised of a representative 
of each Party established pursuant to Section 6.1. 
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1.46 Reliability Principles and Standards shall mean the principles and standards 
established by NERC or MAAC to define, among other things, an acceptable probability of 
loss of load due to inadequate generation or transmission capability, as amended from time to 
time. 

1.47 Required Approvals shall mean all of the approvals required for this 
Agreement to be modified or to be terminated, in whole or in part, including the acceptance 
for filing by FERC and every other regulatory authority with jurisdiction over all or any part 
of this Agreement or the participation of a Party in this Agreement. 

1.48 Sole-Supplier Load shall have the meaning set forth in Schedule 5. 

1.49 Transmission Owners Agreement shall mean that certain agreement, dated 
June 2, 1997 and as amended from time to time, among transmission owners within the PJM 
Control Area. 

1.50 Unavailable Capability shall mean capability of Capacity Resources not 
available to serve load for other than economic reasons. 

1.51 Unforced Capacity shall mean installed capacity that is not experiencing a 
forced outage, calculated on a rolling 12-month average for purposes of determining whether 
a Party has met its obligations hereunder . 

1.52 Vice Chair shall mean the vice chair of the Reliability Committee. 

1.53 Voting Shares shall mean both the Individual Votes and the Weighted Votes 
of the Parties not in default so that if, for example, an affirmative vote of two-thirds of the 
Voting Shares is required for approval of a matter, two-thirds of the Individual Votes and 
two-thirds of the Weighted Votes are required; provided, however, that no vote shall fail if 
voted against by fewer than three Parties and for this purpose Jersey Central Power & Light 
Company, Metropolitan Edison Company and Pennsylvania Electric Company shall be 
considered to be a single Party for both Individual Votes and Weighted Votes; and provided 
further that the Weighted Votes of all Parties shall be adjusted in a proportional manner as 
agreed to by the Reliability Committee so that no Party (together with its affiliates) shall 
have more than 25 percent of the sum of the Weighted Votes. 

1.54 Weighted Vote shall mean, for purposes of voting on matters before the 
Reliability Committee, the number of megawatts of a Party's load in the most recent month 
for which data is available at the time of the peak for the PJM Control Area during that 
month, rounded to the next higher whole megawatt, as established initially on the Effective 
Date and as updated at the beginning of each month thereafter. 

1.55 Zone shall mean an area within the PJM Control Area, as set forth in 
Schedule 16, or as such areas may be (i) combined as a result of mergers or acquisitions or 
(ii) added as a result of the expansion of the boundaries of the PIM Control Area; provided, 
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however, that the areas shown for Jersey Central Power & Light Company, Metropolitan 
Edison Company and Pennsylvania Electric Company shall be considered to be a single Zone 
for purposes of this Agreement. 

ARTICLE 2 -- PURPOSE 

This Agreement is intended to ensure that adequate Capacity Resources will be 
planned and made available to provide reliable service to loads within the PlM Control Area, 
to assist other Parties during Emergencies and to coordinate planning of Capacity Resources 
consistent with the Reliability Principles and Standards. To accomplish these objectives, this 
Agreement is among all of the Load Serving Entities within the PJM Control Area. Unless 
this Agreement is terminated as provided in Section 3.2, every entity which is or will 
become a Load Serving Entity within the PJM Control Area is to become and remain a Party 
to this Agreement or to an agreement (such as a requirements supply agreement) with a Party 
pursuant to which that Party has agreed to act as the agent for the Load Serving Entity for 
purposes of satisfying the obligations under this Agreement related to the load within the 
PJM Control Area of that Load Serving Entity. 

ARTICLE 3 -- TERM AND TERMINATION OF THE AGREEMENT 

3.1 Term. This Agreement shall become effective on the Effective Date and shall 
continue in effect until terminated in accordance with the terms hereof. 

3.2 Termination. 

3.2.1 Rights to Terminate. This Agreement may be terminated by a vote in 
the Reliability Committee to terminate the Agreement by at least two-thirds of the Voting 
Shares and upon the receipt of all Required Approvals related to the termination of this 
Agreement. 

3.2.2 Obligations upon Termination. Any provision of this Agreement that 
expressly or by implication comes into or remains in force following the termination of this 
Agreement shall survive such termination. The surviving provisions shall include, but shall 
not be limited to: (a) fmal settlement of the obligations of each Party under Articles 7 and 
11 of this Agreement, including the accounting for the period ending with the last day of the 
month for which the Agreement is effective, (b) the provisions of this Agreement necessary 
to conduct fInal billings, collections and accounting with respect to all matters arising 
hereunder and (c) the indemnifIcation provisions as applicable to periods prior to such 
termination. 

ARTICLE 4 -- ADDITION OF NEW PARTIES 

Each Party agrees that any entity that (i) is or will become a Load Serving Entity, (ii) 
complies with the process and data requirements set forth in Schedule I, and (iii) meets the 
standards for interconnection set forth in Schedule 2 shall become a Party to this Agreement 
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upon becoming a party to the Operating Agreement, subject to the receipt of all Required 
Approvals and execution of a counterpart of this Agreement. 

ARTICLE 5 -- WITHDRAWAL OR REMOVAL OF A PARTY 

5.1 Withdrawal of a Party. 

5.1.1 Notice. Upon written notice to the Office of the Interconnection, any 
Party may withdraw from this Agreement, effective upon the completion of its obligations 
hereunder and subsequent withdrawal from the Operating Agreement. A Party's obligations 
hereunder shall be completed as of the end of the last month for which a Forecast LSE 
Obligation has been set at the time said notice is received, except as provided in Article 13, 
or unless the Reliability Committee determines that the remaining Parties will be able to 
adjust their obligations and commitments related to the performance of this Agreement 
consistent with such earlier withdrawal date as may be requested by the withdrawing Party, 
without undue hardship or cost, while maintaining the reliability of the PIM Control Area. 

5.1.2 Obligations upon Withdrawal. (a) The obligations of a Party upon 
its withdrawal from the Agreement and any obligations of that Party under the Agreement at 
the time of its withdrawal shall survive the withdrawal of the Party from the Agreement. 
Upon the withdrawal of a Party from this Agreement, fmal settlement of the obligations of 
such Party under Articles 7 and 11 of this Agreement shall include the accounting through 
the date established pursuant to Section 5.1.1. 

(b) Any Party that withdraws from this Agreement shall pay alJ costs and expenses 
associated with additions, deletions and modifications to communication, computer, and other 
affected facilities and procedures, including any filing fees, to effect the withdrawal of the 
Party from the Agreement. 

(c) Prior to withdrawal, a withdrawing Party desiring to remain interconnected 
with the PIM Control Area shall enter into an interconnection agreement with the Office of 
the Interconnection and the transmission owner or Electric Distributor within the PIM 
Control Area with which its facilities are interconnected. 

5.2 Removal of a Party. If a Party (a) fails to pay any amount due under this 
Agreement within 30 days after the due date or (b) is in breach of any material obligation 
under this Agreement, the Reliability Committee shall cause a notice of such non-payment or 
breach to be sent to that Party. If the Party fails, within 30 days of the receipt of such 
notice (except as otherwise described below), to cure such non-payment or breach, or if the 
breach cannot be cured within such time and if the Party does not diligently commence to 
cure the breach within such time and to diligently pursue such cure to completion, the Party 
may be removed as a party to this Agreement upon an affirmative vote of two-thirds of the 
Voting Shares. Upon the removal of a Party from this Agreement, notice of such removal 
shall be provided to the OffIce of the Interconnection and the remaining Parties may, without 
an election of remedies, exercise all remedies available at law or in equity or other 
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appropriate proceedings, including bringing an action or actions for recovery of damages that 
may include, but not be limited to, all amounts due and unpaid by the removed Party, and all 
costs and expenses reasonably incurred in the exercise of its remedies hereunder (including, 
but not limited to, reasonable attorneys' fees). 

ARTICLE 6 -- RELIABILITY COMMITTEE 

6.1 Reliability Committee. This Agreement shall be managed and administered 
by the Parties through the Reliability Committee or as delegated to the Office of the 
Interconnection. The Parties agree that the Reliability Committee shall exercise its 
responsibilities under this Agreement in a manner consistent with maintaining a robust 
market for capacity and energy. The Parties further agree that, notwithstanding the 
provisions of Section 16.10, any claim by a Party that the Reliability Committee has failed to 
exercise its responsibilities properly shall be resolved by a majority vote of the PJM Board 
after giving due consideration to the views of the Reliability Committee. 

6.1.1 Membership on Reliability Committee. Each Party shall have one 
representative on the Reliability Committee with authority to act for that Party with respect 
to actions or decisions by the Reliability Committee; provided, however, that any Party may 
designate an agent as its representative to the Reliability Committee and provided further that 
the Office of the Interconnection shall be entitled to appoint a non-voting representative to 
the Reliability Committee. 

6.1.2 Appointment of Reliability Committee Representative. (a) Within 
30 days following the Effective Date, each Party shall provide the other Parties with a notice 
designating its representative on the Reliability Committee. Any Party may change its 
representative on the Reliability Committee at any time by providing the other Parties with 
notice designating the new representative on the Reliability Committee. Any notice 
designating a Party's representative to the Reliability Committee shall indicate that such 
representative has the authority to bind the Party in all matters pertaining to the performance 
of this Agreement. 

(b) Each representative to the Reliability Committee may, at any time, designate an 
alternate with respect to a specific matter or matters by written notice to the other 
representatives to the Reliability Committee, which notice shall identify the matter or matters 
as to which the alternate shall have the authority to bind the Party. 

6.1.3 Reliability Committee Officers. The Reliability Committee shall have 
a chairperson (the "Chair") and a vice-chairperson (the "Vice Chair"). The Reliability 
Committee may appoint such other officers as it deems necessary. 

(a) At the initial meeting of the Reliability Committee, the initial Chair and Vice 
Chair shall be elected by the Reliability Committee from among the representatives to the 
Reliability Committee for terms commencing with the Effective Date and continuing until the 
completion of the first full Planning Period following the Effective Date. 
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(b) At least two months prior to the end of each Planning Period, beginning with 
the first full Planning Period following the Effective Date, the Reliability Committee shall 
elect from among the representatives to the Reliability Committee a new Vice Chair for a 
one year term of office beginning on the first day of the next Planning Period. 

(c) On the first day of each Planning Period following the first full Planning 
Period after the Effective Date, the Vice Chair from the most recently completed Planning 
Period shall become the Chair of the Reliability Committee. 

(d) The Chair shall have the following duties: 

(i) Call meetings of the Reliability Committee; 

(ii) Establish the agenda for meetings of the Reliability Committee, 
provided, however, at any meeting matters may be added to the agenda for that meeting upon 
the affirmative vote of a majority of the Voting Shares; 

(iii) Cause minutes of each meeting of the Reliability Committee to be taken 
and maintained; 

(iv) Act as directed by the Reliability Committee to communicate with and 
to direct the actions of any contractors that are retained by the Parties pursuant to this 
Agreement consistent with the requirements of any agreement with such contractors; and 

(v) Undertake such other duties as may be specified by the Reliability 
Committee . 

(e) In the event the Chair ceases to be the representative of a Party or if the Party 
for which the Chair is the representative withdraws or is removed from this Agreement, the 
Vice Chair shall become the Chair and a new Vice Chair shall be elected to fulfill the 
remaining term of office of the Vice Chair. 

(f) In the event the Vice Chair ceases to be the representative of a Party or if the 
Party for which the Chair is the representative withdraws or is removed from this 
Agreement, a new Vice Chair shall be elected to fulfill the remaining term of office of the 
Vice Chair. 

(g) The Vice Chair shall perform such duties as specified by the Reliability 
Committee to assist the Chair. 

6.2 Responsibilities of Reliability Committee. (a) The Reliability Committee 
shall be responsible for all matters pertaining to the Parties' performance of this Agreement, 
including, but not limited to, approval of the annual Forecast Pool Requirement margin and 
approval of the ALM Factor; provided, however, that the Reliability Committee shall have 
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no authority to control or direct the actions of the Office of the Interconnection with regard 
to the assurance of the short-term reliability of grid operations within the PJM Control Area. 

(b) The Reliability Committee shall coordinate, as necessary, with the Office of 
the Interconnection and with the parties to the Operating Agreement and the Transmission 
Owners Agreement to (i) establish the Forecast Pool Requirement for Capacity Resources, 
(ii) establish criteria for use of Capacity Resources and serving load during Emergencies, 
(iii) establish the Planning Period, and (iv) carry out such other planning and analyses or to 
take such other actions necessary to satisfy the Reliability Principles and Standards, 
including, but not limited to, those matters addressed in the Schedules hereto. 

(c) The Reliability Committee shall be responsible for obtaining any Required 
Approvals. 

(d) The Reliability Committee shall take such other action as may be appropriate 
to carry out the purposes and objectives of this Agreement. 

(e) The Reliability Committee may establish generation planning principles, 
procedures and standards relating to the adequacy and reliability of the Capacity Resources of 
the Parties consistent with the Reliability Principles and Standards. 

6.3 Meetings of the Reliability Committee. (a) The initial meeting of the 
Reliability Committee, for the election of officers and to conduct any other business, shall be 
held in Wilmington, Delaware at the Hotel duPont at 10 a.m. on the first Wednesday of the 
second month following the month in which the Effective Date occurs. 

(b) The Reliability Committee shall meet quarterly or as otherwise called more 
frequently by the Chair. The Chair shall call for a meeting of the Reliability Committee 
upon (i) the written request of representatives to the Reliability Committee with at least one
third of the Voting Shares or (ii) upon a complaint by a Party regarding the performance of 
any contractors retained by the Parties. The Chair shall provide notice of the date, time and 
location of all meetings of the Reliability Committee at least 30 days prior to such meeting 
and the Chair shall circulate an agenda at least 10 days prior to such meeting; provided, 
however, a meeting may be called with notice of less than 30 days if, in the reasonable 
judgment of the Chair, circumstances require such a meeting. 

(c) Meetings of the Reliability Committee may be conducted in person or by 
telephone or other electronic means, but attendance in person or by telephone or other 
electronic means of a Party's representative or duly designated alternate shall be required for 
the exercise of a Party's vote. 

6.4 Voting by the Reliability Committee. The vote of a Party shall be cast by 
that Party's representative to the Reliability Committee or its duly designated alternate. 
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6.4.1 Matters Requiring Approval by Two-Thirds. The following matters 
require an affirmative vote of at least two-thirds of the Voting Shares: 

(a) Modifications to this Agreement; 

(b) Termination of this Agreement; 

(c) Removal of a Party; and 

(d) Changes to the current Forecast Pool Requirement margin or ALM Factor. 

If an affirmative vote of two-thirds of the Voting Shares is not obtained to modify or 
terminate this Agreement, the Agreement shall remain in full force and effect as previously 
amended or supplemented. If an affirmative vote of two-thirds of the Voting Shares is not 
obtained to change the Forecast Pool Requirement margin or ALM Factor for a given 
Planning Period, the Forecast Pool Requirement margin or the ALM Factor, as the case may 
be, for the immediately preceding Planning Period shall remain in effect. 

6.4.2 Matters Requiring Approval by a Majority. All matters coming 
before the Reliability Committee other than those set forth in Sections 6.1.3(d)(ii) and 6.4.1 
shall be decided on the basis of the majority of the Voting Shares of the Parties represented 
at a meeting of the Reliability Committee where a Quorum is present. 

6.5 Subcommittees. The Reliability Committee may form such subcommittees as 
deemed necessary to carry out specific studies or to undertake other required activities. The 
Reliability Committee may establish the voting procedures for any subcommittee so 
established. 

6.6 Technical Support. (a) Subject to the agreement of the parties to the 
Operating Agreement, the Parties agree to delegate to the Office of the Interconnection the 
technical administration and implementation of this Agreement, as set forth in more detail in 
Schedule 15. 

(b) The Reliability Committee shall have the authority to exercise the Parties' 
rights under any contract with independent contractors retained to provide additional technical 
support for the administration of this Agreement. 

6.7 Cost of Meetings. The Parties shall pay all costs of meetings as determined 
by the Reliability Committee. Each Party is responsible for all costs of its representative. 

ARTICLE 7 -- DETERMINATION OF RESERVE REQUIREMENTS 

7.1 Forecast Pool Requirement and Forecast LSE Obligations. (a) The 
Forecast Pool Requirement shall be established to ensure a sufficient amount of capacity to 
meet the forecast load plus reserves adequate to provide for the unavailability of Capacity 
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Resources, load forecasting uncertainty, and planned and maintenance outages. Consistent 
with the guidelines set forth in Schedule 4, the Reliability Committee shall determine the 
Forecast Pool Requirement for Capacity Resources of all of the Parties. Each Party's 
Forecast LSE Obligation shall be determined as set forth in Schedule 5. 

(b) Unless the Party and its customer who is also a Load Serving Entity agree that 
such customer is to bear direct responsibility for the obligations set forth in this Agreement, 
(i) any Party that supplies full requirements service to a Load Serving Entity within the PJM 
Control Area shall be responsible for all of that Load Serving Entity's share of the Forecast 
Pool Requirement and (ii) any Party that supplies partial requirements service to a Load 
Serving Entity within the PlM Control Area shall be responsible for such portion of the 
Forecast Pool Requirement of that Load Serving Entity as agreed by the Party and the Load 
Serving Entity so long as the Load Serving Entity's full share of the Forecast Pool 
Requirement is allocated between or among Parties to this Agreement. 

(c) Whenever a Party joins, withdraws from or is removed from this Agreement 
such that the boundaries of the PlM Control Area are expanded or contracted, the Forecast 
Pool Requirement and the Parties' equitable shares thereof shall be recalculated. 

(d) Beginning on the Effective Date, each Party's Forecast LSE Obligation and 
planned Capacity Resources shall be as established pursuant to the PJM Interconnection 
Agreement for the Planning Periods through May 31, 1999, subject to any adjustments that 
may be required to reflect new Parties, withdrawing Parties or Access-Eligible Loads (as 
defined in Schedule 5). 

7.2 Planning Period Load Diversity Entitlements. Planning Period load 
diversities, and the associated entitlements and obligations, shall be defmed and determined 
in accordance with Schedule 5. 1. 

7.3 Responsibility to Plan for Forecast LSE Obligation. As set forth in 
Schedule 6, each Party shall (i) plan to install or contract for sufficient Capacity Resources to 
satisfy its Forecast LSE Obligation, (ii) submit its plans for such Capacity Resources as 
directed by the Reliability Committee, (iii) designate those Capacity Resources as Network 
Resources under the PlM Tariff to allow firm delivery of the output of those Capacity 
Resources to the Party's load within the PJM Control Area, and (iv) obtain any necessary 
Firm Transmission Service in an amount sufficient to deliver Capacity Resources from 
outside of the PlM Control Area to the border of the PJM Control Area to reliably serve the 
Party's load within the PlM Control Area. 

7.4 Responsibility to Provide for Accounted-For Obligation. Each Party shall 
install or contract for sufficient Capacity Resources to satisfy its Accounted-For Obligation in 
each month, as determined pursuant to Schedule 7. If the amount of a Party's Unforced 
Capacity, as measured on a day-by-day basis, is less than the greater of that Party's Forecast 
LSE Obligation associated with Sole-Supplier Load or its Accounted-For Obligation, that 
Party shall be considered to be deficient. 

13 



7.5 Responsibility During Peak Season. (a) Each Party shall install or contract 
for sufficient Capacity Resources to satisfy its requirements during the Peak Season, as set 
forth in Schedule 8. 

(b) A Party that fails to have Unforced Capacity adequate to satisfy its 
requirements during the Peak Season shall be considered to be deficient, as set forth in 
Schedule 8, but only to the extent of any megawatts of deficiency in excess of the number of 
megawatts for which such Party already has paid a deficiency charge related to Section 7.4. 

7.6 Payment for Deficiencies. Any Party that is deficient pursuant to Sections 
7.4 or 7.5 shall pay the applicable deficiency charge set forth in Schedule 11. 

7.7 Nature of Resources. Each Party shall provide or arrange for specific, firm 
Capacity Resources that are capable of supplying the energy requirements of its own load on 
a firm basis without interruption for economic conditions and with such other characteristics 
that are necessary to support the reliable operation of the PIM Control Area, as set forth in 
more detail in Schedules 9 and 10. 

7.8 Compliance Audit of Parties. (a) For the 36 months following the end of 
each Planning Period, each Party shall make available the records and supporting information 
related to the performance of this Agreement from such Planning Period for audit. 

(b) The Reliability Committee shall evaluate and determine the need for an audit 
of a Party and shall, upon a decision to require such an audit, provide the Party or Parties to 
be audited with notice at least 90 days in advance of the audit. 

(c) Any audit of a Party conducted pursuant to this Agreement shall be performed 
by an independent consultant to be selected by the Reliability Committee. Such audit shall 
include a review of the Party's compliance with the procedures and standards adopted 
pursuant to this Agreement. 

(d) The Reliability Committee shall direct that, prior to the completion of its 
audit, the independent consultant shall review its preliminary findings with the Party being 
audited and, upon the completion of its audit, the independent consultant shall issue a final 
audit report detailing the results of the audit, which final report shall be issued to the Party 
being audited and the Reliability Committee. 

(e) If, based on a final audit report, an adjustment is required to any amounts due 
to or from the Parties pursuant to Schedule II, such adjustment shall be accounted for in 
determining the amounts due to or from the Parties pursuant to Schedule 11 for the month in 
which the adjustment is identified. 

7.9 Compliance Audit of Contractors. The Reliability Committee may retain an 
independent consultant to audit or review the studies performed and any other services 
provided by any contractors retained to provide technical support to the Reliability 
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Committee and to assist with the administration of this Agreement. Such audits or reviews 
shall evaluate whether the contractor has complied with the procedures and standards 
imposed pursuant to any agreement with the contractor. 

ARTICLE 8 -- DEFICIENCY, DATA SUBMISSION, AND EMERGENCY CHARGES 

8.1 Nature of Charges. The Reliability Committee shall, subject to any Required 
Approvals, establish certain charges to be imposed on a Party for its failure to satisfy its 
obligations under this Agreement. Such charges are set forth in Schedules 11, 13, and 14. 

8.2 Determination of Charge Amounts. No later than April 1 of each year, the 
Reliability Committee shall establish the charges to be applicable under this Agreement 
during the following Planning Period and Schedules 11, 13, and 14 shall be modified 
accordingly, subject to the receipt of all Required Approvals. In addition, the Reliability 
Committee may establish projected charges for estimating purposes only. 

8.3 Distribution of Charge Receipts. All of the monies received as a result of 
any charges imposed pursuant to this Agreement shall be disbursed as provided in Schedules 
11, 13, and 14 . 

ARTICLE 9 -- COORDINATED PLANNING AND OPERATION 

9.1 Overall Coordination. Each Party shall cooperate with the other Parties in 
the coordinated planning and operation of their owned or contracted for Capacity Resources 
to obtain a degree of reliability consistent with the Reliability Principles and Standards. In 
furtherance of such cooperation each Party shall: 

(a) coordinate its Capacity Resource plans with the other Parties to maintain 
reliable service to its own electric customers and those of the other Parties; 

(b) cooperate with the members and associate members of MAAC to ensure the 
reliability of the region; 

(c) make available its Capacity Resources to the other Parties through the Office 
of the Interconnection for coordinated operation and to supply the needs of the PJM Control 
Area for Operating Reserves; 

(d) provide or arrange for Network Transmission Service for service to the 
projected load of the Party and include all Capacity Resources as Network Resources 
designated pursuant to the PIM Tariff; 

(e) provide or arrange for sufficient reactive capability and voltage control 
facilities to meet Good Utility Practice and to be consistent with the Reliability Principles and 
Standards; 
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(t) implement emergency procedures. share Capacity Resources. and take such 
other coordination actions (including. if within the capabilities of the Party. shedding load 
and the initiation of ALM programs) as may be necessary in accordance with the directions 
of the Office of the Interconnection in times of Emergencies; 

(g) maintain or arrange for Black Start Capability for a portion of its Capacity 
Resources at least equal to that approved from time-to-time by the Reliability Committee. 

9.2 Generator Planned Outage Scheduling. Each Party shall develop. or cause 
to be developed. its schedules of planned outages of its Capacity Resources. Such schedules 
of planned outages shall be submitted to the Office of the Interconnection for coordination 
with the schedules of planned outages of other Parties and anticipated transmission planned 
outages. 

9.3 Data Submissions. As directed by the Reliability Committee. each Party shall 
submit the data and other information necessary for the performance of this Agreement. 
including its plans for the addition. modification and removal of Capacity Resources. its load 
forecasts. and such other data set forth in Schedule 12. 

9.4 Charges for Failures to Comply. (a) An emergency procedure charge. as 
set forth in Schedule 14. shall be imposed on any Party that fails to comply with the 
directions of the Office of the Interconnection pursuant to Section 9.1(t). 

(b) A data submission charge. as set forth in Schedule 13. shall be imposed on 
any Party that fails to submit the data. plans or other information required by this Agreement 
in a timely or accurate manner as provided in Schedule 12. 

9.5 Metering. Each Party shall comply with the metering standards for the PJM 
Control Area. as set forth in the PIM Manuals. 

ARTICLE 10 -- SHARED COSTS 

10.1 Recording and Audit of Costs. (a) Any costs related to the performance of 
this Agreement that the Reliability Committee determines are to be shared by the Parties 
shall be documented and recorded in a manner acceptable to the Parties. 

(b) The Reliability Committee may require an audit of such costs; provided. 
however. the cost records shall be available for audit by any Party. at the sole expense of 
such Party. for 36 months following the end of the Planning Period in which the costs were 
incurred. 

10.2 Cost Responsibility. Unless otherwise agreed by the Reliability Committee. 
each Party shall be responsible for a portion of any costs to be shared by the Parties so that 
(i) each Party bears D.5% of those costs and (ii) the remainder of the costs is borne in 
proportion to the Weighted Votes of the Parties for the billing month. 
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ARTICLE 11 -- BILLING AND PAYMENT 

11.1 Periodic Billing. At the direction of the Reliability Committee, each Party 
shall receive a statement periodically setting forth (i) any amounts due from or to that Party 
as a result of any charges imposed pursuant to this Agreement and (ii) that Party's share of 
any costs allocated to that Party pursuant to Article 10. To the extent practical, such 
statements are to be coordinated with any billings or statements required pursuant to the 
Operating Agreement or PJM Tariff. 

11.2 Payment. The payment terms and conditions shall be as set forth in the 
billing statement and shall, to the extent practicable, be the same as those then in effect 
under the PJM Tariff. 

11.3 Failure to Pay. If any Party fails to pay its share of the costs allocated 
pursuant to Article 10, those unpaid costs shall be allocated to and paid by the other Parties 
hereto based on their Weighted Votes for the billing month. The Reliability Committee shall 
enforce collection of a Party's share of the costs. 

ARTICLE 12 -- INDEMNIFICATION AND LIMITATION OF LIABILITIES 

12.1 Indemnification. (a) Each Party agrees to indemnify and hold harmless each 
of the other Parties, its officers, directors, employees or agents (other than PJM 
Interconnection, L.L.C., its board or the Office of the Interconnection) for all actions, 
claims, demands, costs, damages and liabilities asserted by third parties against the Party 
seeking indemnification and arising out of or relating to acts or omissions in connection with 
this Agreement of the Party from which indemnification is sought, except (i) to the extent 
that such liabilities result from the willful misconduct of the Party seeking indemnification 
and (ii) that each Party shall be responsible for all claims of its own employees, agents and 
servants growing out of any workmen's compensation law. 

(b) The amount of any indemnity payment under this Section 12.1 shall be 
reduced (including, without limitation, retroactively) by any insurance proceeds or other 
amounts actually recovered by the Party seeking indemnification in respect of the indemnified 
actions, claims, demands, costs, damages or liabilities. If any Party shall have received an 
indemnity payment in respect of an indemnified action, claim, demand, cost, damage, or 
liability and shall subsequently actually receive insurance proceeds or other amounts in 
respect of such action, claim, demand, cost, damage, or liability, then such Party shall pay 
to the Party that made such indemnity payment the lesser of the amount of such insurance 
proceeds or other amounts actually received and retained or the net amount of the indemnity 
payments actually received previously. 

12.2 Limitations on Liability. No Party will be liable to another Party for any 
claim for indirect, incidental, special or consequential damage or loss of the other Party 
including, but not )imited to, )oss of profits or revenues, cost of capital or financing, loss of 
goodwill and cost of replacement power arising from such Party's carrying out, or failure to 
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carry out, any obligations contemplated by this Agreement; provided, however, nothing 
herein shall be deemed to reduce or limit the obligation of any Party with respect to the 
claims of persons or entities not a party to this Agreement. 

12.3 Insurance. Each Party shall obtain and maintain in force such insurance as is 
required of Load Serving Entities by the states in which it is doing business within the PJM 
Control Area. 

ARTICLE 13 -- SUCCESSORS AND ASSIGNS 

13.1 Binding Rights and Obligations. The rights and obligations created by this 
Agreement and all Schedules and supplements thereto shall inure to and bind the successors 
and assigns of the Parties; provided, however, no Party may assign its rights or obligations 
under this Agreement without the written consent of the Reliability Committee unless the 
assignee concurrently becomes the Load Serving Entity with regard to the end-users 
previously served by the assignor. 

13.2 Consequences of Assignment. Upon the assignment of all of its rights and 
obligations hereunder to a successor consistent with the provisions of Section 13.1, the 
assignor shall be deemed to have withdrawn from this Agreement 

ARTICLE 14 -- NOTICE 

Except as otherwise expressly provided herein, any notice required hereunder shall be 
in writing and shall be sent: overnight courier, hand delivery, telecopy or other reliable 
electronic means to the representative on the Reliability Committee of such Party at the 
address for such Party previously provided by such Party to the other Parties, or as otherwise 
directed by the Reliability Committee. Any notice shall be deemed to have been given (i) 
upon delivery if given by overnight courier, hand delivery or certified mail or (ii) upon 
confirmation if given by facsimile or other reliable electronic means. 

ARTICLE 15 -- REPRESENTATIONS AND WARRANTIES 

15.1 Representations and Warranties at Effective Date. Each Party represents 
and warrants to the other Parties that, as of the date it becomes a Party: 

(a) the Party is duly organized, validly existing and in good standing under the laws 
of the jurisdiction where organized; 

(b) the execution and delivery by the Party of this Agreement and the performance of 
its obligations hereunder have been duly and validly authorized by all requisite action on the 
part of the Party and do not conflict with any applicable law or with any other agreement 
binding upon the Party. The Agreement has been duly executed and delivered by the Party, 
and !bis Agreement constitutes the legal, valid and binding obligation of the Party 
enforceable against it in accordance with its terms except insofar as the enforceability thereof 
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may be limited by applicable bankruptcy, insolvency, reorganization, fraudulent conveyance, 
moratorium or other similar laws affecting the enforcement of creditor's rights generally and 
by general principles of equity regardless of whether such principles are considered in a 
proceeding at law or in equity; and 

(c) there are no actions at law, suits in equity, proceedings or claims pending or, to 
the knowledge of the Party, threatened against the Party before or by any federal, state, 
foreign or local court, tribunal or governmental agency or authority that might materially 
delay, prevent or hinder the performance by the Party of its obligations hereunder. 

15.2 Continuing Representations and Warranties. Each Party represents and 
warrants to the other Parties that throughout the term of this Agreement: 

(a) the Party is a Load Serving Entity; 

(b) the Party satisfies the requirements of Schedule 2; 

(c) the Party is a member or associate member of MAAC; 

(d) the Party is a signatory, or its principals are signatories, to the agreements set 
forth in Schedule 3; 

(e) the Party is in good standing in the jurisdiction where incorporated; and 

(f) the Party will endeavor in good faith to obtain any corporate or regulatory 
authority necessary to allow the Party to fulfill its obligations hereunder. 

ARTICLE 16 •• OTHER MATTERS 

16.1 Relationship of the Parties. This Agreement shall not be interpreted or 
construed to create any association, joint venture, or partnership between or among the 
Parties or to impose any partnership obligation or partnership liability upon any Party. 

16.2 Governing Law. This Agreement shall be interpreted, construed and 
governed by the laws of the State of Delaware. 

16.3 Severability. Each provision of this Agreement shall be considered severable 
and if for any reason any provision is determined by a court or regulatory authority of 
competent jurisdiction to be invalid, void or unenforceable, the remaining provisions of this 
Agreement shall continue in full force and effect and shall in no way be affected, impaired or 
invalidated, and such invalid, void or unenforceable provision shall be replaced with valid 
and enforceable provision or provisioDa Which otherwise give effect to the original intent of 
the invalid, void or unenforceable provision. 
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16.4 Amendment. This Agreement may be amended by action of the Reliability 
Committee as specified in Section 6.4.1, or by written agreement of all Parties not in default 
at the time the amendment is agreed upon. Notwithstanding the foregoing, an Applicant 
eligible to become a Party in accordance with the procedures set forth in Article 4 shall 
become a Party by executing a counterpart of this Agreement without the need for execution 
of such counterpart by any other Party. If and as necessary, the Reliability Committee may 
file with FERC any amendment to this Agreement. 

16.5 Headings. The article and section headings used in this Agreement are for 
convenience only and shall not affect the construction or interpretation of any of the 
provisions of this Agreement. 

16.6 Confidentiality. (a) No Party shall have a right hereunder to receive or 
review any documents, data or other information of another Party, including documents, data 
or other information provided to the Office of the Interconnection, to the extent such 
documents, data or information have been designated as confidential pursuant to the 
procedures adopted by the Office of the Interconnection or to the extent that they have been 
designated as confidential by another Party; provided, however, a Party may receive and 
review any composite documents, data and other information that may be developed based on 
such confidential documents, data or information if the composite document does not disclose 
any individual Party's confidential data or information. 

(b) Notwithstanding anything in this Section to the contrary, if a Party is required 
by applicable laws, or in the course of administrative or judicial proceedings, to disclose 
information that is otherwise required to be maintained in confidence pursuant to this 
Section, that Party may make disclosure of such information; provided, however, that as 
soon as the Party learns of the disclosure requirement and prior to making disclosure, that 
Party shall notify the affected Party or Parties of the requirement and the terms thereof and 
the affected Party or Parties may direct, at their sole discretion and cost, any challenge to or 
defense against the disclosure requirement and the Party shall cooperate with such affected 
Parties to the maximum extent practicable to minimize the disclosure of the information 
consistent with applicable law. Each Party shall cooperate with the affected Parties to obtain 
proprietary or confidential treatment of such information by the person to whom such 
information is disclosed prior to any such disclosure. 

(c) The Reliability Committee shall endeavor to impose on any contractors 
retained to provide technical support or to otherwise assist with the administration of this 
Agreement a contractual duty of confidentiality that is consistent with this Section. 

16.7 Counterparts. This Agreement may be executed in any number of 
counterparts, each of which shall be an original but all of which together will constitute one 
instrument, binding upon all parties hereto, notwithstanding that all of such parties may not 
have executed the same counterpart. 
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16.8 No Implied Waivers. The failure of a Party or the Reliability Committee to 

insist upon or enforce strict performance of any of the provisions of this Agreement shall not 
be construed as a waiver or relinquishment to any extent of such Party's or the Reliability 
Committee's right to assert or rely upon any such provisions, rights and remedies in that or 
any other instance; rather, the same shall be and remain in full force and effect. 

16.9 No Third Party Beneficiaries. This Agreement is intended to be solely for 
the benefit of the Parties and their respective successors and permitted assigns and is not 
intended to and shall not confer any rights or benefits on any third party not a signatory 
hereto. 

16.10 Dispute Resolution. Except as otherwise specifically provided in the 
Operating Agreement, disputes arising under this Agreement shall be subject to the dispute 
resolution provisions of the Operating Agreement. 

IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed by 
their duly authorized representatives. 

[Signatures 1 

21 



SCHEDULE 1 

PROCEDURES TO BECOME A PARTY 

A. Notice 

Any entity that is or will become a Load Serving Entity within the PIM Control Area 
and thus a Party to the Reliability Assurance Agreement shall submit a notice to the Office of 
the Interconnection together with (i) its representation that it has satisfied or will (prior to the 
date the Reliability Assurance Agreement is to become effective as to that entity) satisfy the 
requirements to become a Party, (ii) all data required to coordinate planning and operations 
within the PJM Control Area, including the data specified in Schedule 1.1, as applicable, in 
a format defmed in the PIM Manuals and (iii) a deposit in an amount to be specified that will 
be applied toward the costs of the required analysis. 

The required notice, representations, data and deposit must be submitted in sufficient 
time to conduct an analysis of the data submitted and to adjust the obligations of the Parties 
for the month in which the entity desires to become a Party: 

• If the then existing boundaries of the PJM Control Area would be expanded by 
an entity becoming a Party, that entity shall submit the required notice, 
representation, data and deposit as far in advance as possible but in no event 
shall that entity be required to make that submission more than 28 months 
before the beginning of the Planning Period in which its load is to be included 
within the PJM Control Area. 

• If an entity will serve load within the then existing boundaries of the PJM 
Control Area, that entity shall submit the required notice, representations, data 
and deposit as soon as possible prior to the month (i) in which is to begin 
serving loads within the PJM Control Area or (ii) in which any agency 
relationship through the entity's obligations under this Agreement had been 
satisfied is terminated; provided, however, that such submission shall not be 
required sooner than any request for Network Transmission Service or any 
change in the designation of Network Resources and loads under the PIM 
Open Access Tariff associated with providing service to those loads. 

B. Analysis of Data 

The notice, representations and data submitted to the Office of the Interconnection are 
to be analyzed in accordance with procedures consistent with this Agreement and the 
encouragement of reliable operation of the PJM Control Area. 
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C. Response 

Upon completion of the analysis, the Office of the Interconnection will inform the 
entity of (a) the estimated costs and expenses associated with modifications to 
communication, computer and other facilities and procedures, including any filing fees, 
needed to include the entity as a Party, (b) the entity's share of any costs pursuant to Article 
10, and (c) the earliest date upon which the entity could become a Party. In addition, a 
counterpart of the Agreement shall be forwarded for execution. 

D. Agreement by New Party 

After receipt of the response from the Office of the Interconnection, the entity shall 
identify its representative to the Reliability Committee and execute the counterpart of the 
Agreement, indicating the desired effective date; provided, however, such effective date shall 
be the first day of a month, may be no earlier than the date indicated in the response from 
the Office of the Interconnection and shall be no later than (i) the date on which the entity 
begins serving loads within the PIM Control Area or (ii) the termination date of any agency 
relationship through which its obligations under this Agreement had been satisfied. The 
executed counterpart of the Agreement, together with payment of its share of any costs then 
due, shall be returned as directed by the Office of the Interconnection. 
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SCHEDULE 1.1 

DATA REOUIREMENTS 

To the extent the data set forth herein is already available to the Office of the 
Interconnection or is inapplicable to a Party or potential new party (e.g., data that relates to 
transmission characteristics would not be required if an entity does not own transmission 
facilities), such data need not be submitted. 

A. Data for all Generating Units to be Nominated as a Capacity Resource 

1. Unit Name 

2. Summer and Winter Capacity Ratings 

3. Unit Ownership and Operator 

4. Unit Geographical Location 

5. Unit In-Service date 

6. Unit Type (e.g., steam, CT, hydro) 

7. Unit Fuel Type (e.g., coal, oil, gas, hydro) 

8. Unit Outage Data (in accordance with the PJM Manuals) 

9. Unit Projected Ten-Year Maintenance Schedule 

B. Data for all Capacity Resource Transactions 

1. Specific Unites) 

(a) All data specified in "A" above 

(b) Start and end dates of transactions 

2. Slice-of-System 

(a) Identity of selling parties 

(b) Monthly/weekly/daily magnitudes of transaction 

(c) Start and end dates of transactions 
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(d) Average forced outage rate of selling party 

(e) Average unit size of selling party 

(0 Projected peak load of selling party 

3. Deliverabilitv Information 

(a) Demonstration that the installed capacity transaction is for firm 
deliveries, including the portion of the underlying purchase agreement 
that addresses transmission and the firmness of the purchase 

(b) Demonstration that capacity from sources located outside of the 
metered boundaries of the PJM Control Area is deliverable to the PJM 
Control Area (including any underlying transmission tariff or 
agreement) via firm transmission service 

C. Active Load Management (ALM) 

1. Megawatt value of load reduction of active load management programs to be 
nominated for inclusion in installed capacity accounting 

2. Demonstration of compliance with provisions of Schedule 5.3 of the 
Agreement 

D. Load Data 

1. Load history, including hourly loads for the most recent seven years 

2. Load forecasts for seasonal peak loads based on a 50 percent probability of 
exceeding (or not exceeding) in the same season for a 10 year period 

E. System Data 

1. A file containing the load flow representation of the new Party's transmission 
system in a common industry format modeled in sufficient detail to permit a 
detailed analysis of the impact of the new Party on the Parties to the 
Agreement. The data should include (but not be limited to) the modeling of: 

(a) All circuits considered to be transmission facilities by the new Party 

(i) circuit impedances 

lii) summer and winter, normal and emergency (4-hour) ratings 
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(iii) circuit charging 

(b) All transformers connecting the above transmission circuits 

(i) transformer impedances 

(ii) summer and winter, normal and emergency (4-hour) ratings 

(iii) transformer tap range (note if fixed tap) 

(iv) regulated bus and voltage (if regulating transformer) 

(c) All buses associated with the circuits and transformers included above 

(i) bus name 

(ii) bus voltage 

(iii) peak bus load (MW and MV AR) 

(iv) bus capacitors (static and switched) 

(d) All generating facilities located within the system 

(i) generator summer and winter net MW rating 

(ii) range of reactive capability 

(iii) regulated bus and voltage (if generator regulates) 

(e) All other facilities that have a potential impact on the bulk transmission 
system (such as SVCs, FACTS devices) 

2. A file containing the dynamic representation of the new Party's generators in 
a common industry format modeled in sufficient detail to permit a detailed 
analysis of the impact of the new Party on the stability of the systems of the 
Parties to the Agreement. The data should include (but not be limited to) the 
modeling of: 

(a) Machine rotors 

(b) Exciters 

(c) Governors 
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SCHEDULE 2 

STANDARDS FOR INTERCONNECTIONS 

A. The following standards will be applied by the Office of the Interconnection to 
detennine the eligibility of an entity to become a part of the PJM Control Area. For 
an entity to be integrated into the PJM Control Area it must possess generation and 
transmission attributes that would enable the entity to share its reserves with other 
entities in the PIM Control Area. Appropriate transmission and reliability studies are 
to be perfonned to detennine the adequate transmission capability necessary to 
integrate the entity into the PIM Control Area consistent with Good Utility Practice. 

B. In addition, the entity shall meet the following requirements to be included in the PJM 
Control Area: 

I. All load, generation and transmission operating as part of the PJM Control 
Area's interconnected system must be included within the metered boundaries 
of the PJM Control Area. 

2. The entity will accept and comply with the PJM Control Area's standards 
with respect to system design, equipment ratings, operating practices and 
maintenance practices as set forth in the PJM Manuals so that sufficient 
electrical equipment, control capability, infonnation and communication are 
available to the Office of the Interconnection for planning and operation of the 
PJM Control Area. 

3. The load, generation and transmission facilities of each entity shall be included 
in the telemetry to a Control Area with a 24-hour control center. Each system 
operator in these control centers must be trained and delegated sufficient 
authority to take any action necessary to assure that the system for which the 
operator is responsible is operated in a stable and reliable manner. 

4. Each entity must have compatible operational communication mechanisms, 
maintained at its expense, to interact with the Office of the Interconnection and 
for internal requirements. 

5. Each entity must assure the continued compatibility of its local system energy 
management system monitoring and telecommunications systems to satisfy the 
technical requirements of interacting with the Office of the Interconnection as 
it directs the operation of the PJM Control Area. 
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SCHEDULE 3 

OTHER AGREEMENTS TO BE EXECUTED BY THE PARTIES 

• Any agreement for Network Transmission Service that is required under the 
PJM Tariff for service consistent with the requirements of Section 9 .1 (d); and 

• The Operating Agreement. 
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• SCHEDULE 4 

GUIDELINES FOR DETERMINING THE FORECAST POOL REOUIREMENT 

A. Objective Of The Forecast Pool Requirement 

The Forecast Pool Requirement shall be detennined for the specified Planning Periods 
to establish the level of Capacity Resources and ALM that will provide an acceptable 
level of reliability consistent with the Reliability Principles and Standards. 

B. Forecast Pool Requirement To Be Determined Annually 

Two years in advance for each Planning Period based on the projections described in 
section C of this Schedule, the Reliability Committee shall establish the Forecast Pool 
Requirements for the Parties annually before April 30. Subject to the provisions of 
Section 7. 1 (c) or unless otherwise agreed by the Reliability Committee, the Forecast 
Pool Requirement for each of the next three full Planning Periods following such 
annual detennination shall be considered finn and not subject to redetennination 
thereafter. 

C. Methodology 

Each year, the Forecast Pool Requirement for at least each of the next five Planning 
Periods shall be projected by applying suitable probability methods to the data and 
forecasts provided by the Parties and obtained from Electric Distributors, as described 
in Schedule 12 and in the PJM Manuals. The projection of the Forecast Pool 
Requirements shall consider the following data and forecasts as necessary: 

1. Seasonal peak load forecasts for each Planning Period as provided by each 
Party pursuant to Schedule 5.1 reflecting (a) load forecasts with a 50 percent 
probability of being too high or too low and (b) summer peak diversities 
detennined at the direction of the Reliability Committee from recent 
experience. 

2. Forecasts of aggregate seasonal load shape of the Parties which are consistent 
with forecast averages of 52 weekly peak loads prepared by the Parties and 
obtained from Electric Distributors for their respective systems. 

3. Variability of loads within each week, due to weather and other recurring and 
random factors, as detennined at the direction of the Reliability Committee. 

4. Generating unit capability and types for every existing and proposed unit. 

5. Generator Forced Outage rates for existing mature generating units, as 
detennined at the direction of the Reliability Committee, based on data 
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submitted by the Parties for their respective systems, from recent experience, 
and for immature and proposed units based upon forecast rates related to unit 
types, capabilities and other pertinent characteristics. 

6. Generator Maintenance Outage factors and planned outage schedules as 
determined at the direction of the Reliability Committee based on forecasts and 
historical data submitted by the Parties for their respective systems. 

7. Miscellaneous adjustments to capacity due to all causes, as determined at the 
direction of the Reliability Committee, based on forecasts submitted by the 
Parties for their respective systems. 

8. The emergency capacity assistance available as a function of interconnections 
of the PJM Control Area with other Control Areas, as limited by the capacity 
benefit margin considered in the determination of available transfer capability 
and the probable availability of generation in excess of load requirements in 
such areas. 

D. Capacity Benefit Margin 

The capacity benefit margin initially shall be 3,500 megawatts. Periodically, in 
consultation with the Reliability Committee, the Office of the Interconnection shall 
review and modify, if necessary, the capacity benefit margin to balance external 
emergency capacity assistance and internal installed capacity reserves so as to 
minimize the total cost of the capacity reserves of the Parties, consistent with the 
Reliability Principles and Standards. The Reliability Committee will reflect such 
modification prospectively in its determination of the Forecast Pool Requirement for 
future Planning Periods. 



SCHEDULE 4.1 

DETERMINATION OF UNFORCED CAPACITY REOUIREMENT 

A. The Forecast Pool Requirement (UFPRU) shall be determined in accordance with 
Schedule 4. 

B. The PJM Control Area equivalent demand forced outage rate (UEFOR.,U) shall be 
determined as the capacity weighted EFORD for all units expected to serve loads 
within the PIM Control Area as determined pursuant to Schedule 5.2. 

C. The PJM Control Area unforced capacity requirement ("VCR") shall be determined 
as: VCR = FPR .. (1 - EFORD). 

D. The PIM Control Area reserve requirement (URU) in percent shall be determined as: 
R = [(VCR/Peak of the PIM Control Area) - 1] .. 100. 
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SCHEDULES 

DETERMINATION OF FORECAST REOUIREMENTS AND OBLIGATIONS 

A. The Forecast Pool Requirement shall be allocated to the Parties in accordance with 
this schedule. 

B. Transition To Pool-Wide Choice. 

1. For Planning Periods through May 31, 1999, the Forecast LSE Obligation of a 
Party shall be as set forth in Section 7 .1 (d). 

2. For the transition period from June I, 1999 until the Pool-Wide Choice Date, 
the Forecast Pool Requirement shall be allocated ftrst to the Zones specifted in 
Schedule 16, and then, the Forecast LSE Obligation shall be calculated for 
each Load Serving Entity serving load in a Zone pursuant to section C below. 
Zones shall not be subdivided, but may be combined at the election of the 
Parties serving at least 80% of the loads in each Zone combined. In 
furtherance of the transition to pool-wide allocation, combined Zones shall 
remain combined until the Pool-Wide Choice Date. 

3. The Forecast LSE Obligations of the Parties shall be calculated on a pool
wide, load-ratio-share basis pursuant to section D below after the Pool-Wide 
Choice Date. 

C. Prior to Pool-Wide Choice Date. For any Planning Period after May 31, 1999 but 
before the Pool-Wide Choice Date, the Forecast LSE Obligation of a Party shall be 
calculated as set forth in this section C. 

1. The Forecast Pool Requirement for each Planning Period shall be as 
established by the Reliability Committee pursuant to Schedule 4. 

2. Annually, two years in advance of each Planning Period, the Forecast Pool 
Requirement shall be allocated to each Zone within the PJM Control Area, as 
follows: 

Where: 

Forecast Zone Requirement = 

P = the forecast Diversified Planning Period Peak of the Zone, in 
megawatts, detennined in accordance with Schedule 5. I hereof; 
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R = the margin of the Forecast Pool Requirement for the Planning 
Period over the forecast Planning Period peak of the PJM 
Control Area, in percent of such Planning Period peak as stated 
in terms of Unforced Capacity, determined in accordance with 
Schedule 4.1 hereof. 

3. Annually, two years in advance of each Planning Period, the forecast 
Diversified Planning Period Peak of each Zone shall be allocated between (a) 
the portion with choice of suppliers including (i) that retail load anticipated to 
be eligible to participate in a state-administered retail access program and (ii) 
that wholesale load for which there is no contractual commitment ("Access
Eligible Load") and (b) that portion without choice of suppliers throughout the 
relevant Planning Period ("Sole-Supplier Load"). 

4. Annually, two years in advance of each Planning Period, the Forecast Zone 
Requirement determined in C.2 above shall be allocated between the Access
Eligible Load and the Sole-Supplier Load. 

5. Annually, two years in advance of each Planning Period, the portion of the 
Forecast Zone Requirement allocated to the Sole-Supplier Load in a Zone, 
determined in C. 4 above, shall be further allocated to the Load Serving 
Entities with responsibility for serving that Sole-Supplier Load in proportion to 
their load forecasts and the provisions of Schedule 6 shall apply to those Load 
Serving Entities. 

6. Three months (or such shorter time period consistent with the ability of the 
Office of the Interconnection to evaluate requests for Network Transmission 
Service or the designation of Network Resources) prior to each month during 
the Planning Period, the portion of the Forecast Zone Requirement allocated to 
the Access-Eligible Load in a Zone for that Planning Period shall be further 
allocated to the Load Serving Entities with responsibility for serving that 
Access-Eligible Load in proportion to their most recent monthly peak load 
forecasts and the provisions of Schedule 6 shall apply to those Load Serving 
Entities. 

7. A Party's Forecast LSE Obligation shall be the sum of (a) its allocation of the 
Forecast Zone Requirement related to Sole-Supplier Load and (b) its allocation 
of the Forecast Zone Requirement related to Access-Eligible Load. 

8. In the event responsibility for serving an Identifiable Load amounting to more 
than one percent of a Party's allocated Sole-Supplier Load for purposes of 
Schedule 6 is reassigned from that Party to another Party after the Forecast 
Zone Requirements are set and allocated for a specific Planning Period, the 
affected Parties may request the Reliability Committee to transfer the Forecast 
LSE Obligation equal to the Forecast LSE Obligation originally associated with 
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the Identifiable Load to the Forecast LSE Obligation of the Party accepting 
assignment of the responsibility for serving the Identifiable Load; provided, 
however, the Party accepting assignment of the responsibility for serving the 
Identifiable Load shall identify planned Capacity Resources to meet the 
increase in its Forecast LSE Obligation. If the Reliability Committee 
determines that a reassignment of responsibility for serving the Identifiable 
Load has occurred, the transfer of the Forecast LSE Obligation shall be 
approved. 

9. If a Party (i) loses an Identifiable Load accounting for more than one percent 
of such Party's allocated Sole-Supplier Load for purposes of Schedule 6 or (ii) 
more than one percent of the Sole-Supplier Load becomes Access-Eligible 
Load for purposes of Schedule 6, then that Party may request the Reliability 
Committee to reduce its obligations under Schedule 6 equal to the obligation 
originally assigned to that load. If the Reliability Committee determines that 
the change does not affect the reliability of the PIM Control Area, the 
reduction in the requesting Party's obligations shall be approved. 

D. After Pool-Wide Choice Date. For each month following the Pool-Wide Choice 
Date, the Forecast LSE Obligation of a Party shall be calculated as set forth in this 
section D. 

1. The Forecast Pool Requirement for each Planning Period shall be as 
established by the Reliability Committee pursuant to Schedule 4. 

2. Three months (or such shorter time period consistent with the ability of the 
Office of the Interconnection to evaluate requests for Network Transmission 
Service or the designation of Network Resources) prior to each month during a 
Planning Period, the Forecast Pool Requirement shall be allocated in 
proportion to the then most recent monthly peak load forecasts of the Load 
Serving Entities with responsibility for serving the loads within the PJM 
Control Area during that up-coming month and the provisions of Schedule 6 
shall apply to those Load Serving Entities. 

3. A Party's Forecast LSE Obligation shall be its allocation of the Forecast Pool 
Requirement. 

E. It is recognized that changing conditions and improvements in techniques may require 
from time to time the addition of other factors in the above equation and the revision 
or deletion of factors currently included therein. If, in the opinion of a Party, any 
such change is required, such Party shall request that the Reliability Committee have 
the matter studied and a recommendation made. Upon approval of a change by the 
Reliability Committee, this schedule and related subschedules shall be appropriately 
revised and supplemented and shall thereupon be made effective. 
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SCHEDULE 5.1 

FORECAST DIVERSIFIED PLANNING PERIOD PEAKS (P) 

Prior to the Pool-Wide Choice Date: 

A. The forecast Diversified Planning Period Peaks of the Zones (P) shall be determined 
in accordance with this schedule so long as the coincident forecast Planning Period 
peak of the Parties is a summer peak. 

B. For the purposes of this schedule, the forecast maximum one hour load of a Zone 
during the period June through September of a Planning Period shall be its summer 
peak, and the forecast maximum one hour load of a Zone during the period December 
through March of the Planning Period shall be its winter peak, each of which is 
reduced by the ALM credit determined pursuant to Schedule 5.3. 

C. In a Planning Period each Zone shall be classified as either a summer peaking system 
or a winter peaking system. In the determination of such classification, the winter 
peak of each Zone shall be reduced by the excess of the total capability of the 
Capacity Resources designated to satisfy the obligations of the Parties related to the 
Zone under winter operating conditions over the total capability of those Capacity 
Resources under summer operating conditions. For the purpose of this schedule, such 
total capabilities shall be defmed as the respective net capabilities of its Capacity 
Resources planned to be in service as of December 1. A Zone having a summer peak 
which exceeds its winter peak so reduced shall be classified as a summer peaking 
system, and its Planning Period peak shall be equal to such summer peak. A Zone 
which has a winter peak so reduced which exceeds its summer peak shall be classified 
as a winter peaking system. The Planning Period peak of a winter peaking system 
shall be equal to the average of (i) its reduced winter peak for the Planning Period 
and (ii) the greater of its summer peak for the Planning Period or its reduced winter 
peak for the Planning Period immediately preceding. 

D. The forecast Diversified Planning Period Peak of a Zone shall be its Planning Period 
peak as defmed herein reduced by the sum of: (1) its Planning Period peak diversity 
entitlement, as described in paragraph E and (2) its summer peak diversity 
entitlement, as described in paragraph F of this Schedule 5.1. 

E. The Planning Period peak diversity entitlement of a winter peaking system shall be 
one half the difference between its Planning Period peak and its summer peak. The 
Planning Period peak diversity entitlement of a summer peaking system shall be the 
ratio of the difference between the summer peak load and the reduced winter peak 
load to the sum of such differences for all the summer peaking systems multiplied by 
the sum of the Planning Period peak diversity entitlements of the winter peaking 
systems. In the event that the total of the Planning Period peak diversity entitlements 
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of all Zones so detennined exceeds the sum of the differences between the summer 
peaks and reduced winter peaks of the summer peaking systems, such entitlements 
shall be proportionately reduced to equal in total such lower sum. 

F. The summer peak diversity entitlement of a Zone shall be the ratio of its summer 
peak to the sum of the summer peaks of all Zones multiplied by the difference 
between such sum of summer peaks and the coincident forecast Planning Period peak 
of all of the Zones. 

After The Pool-Wide Choice Date: The Schedule will not be applicable. 
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SCHEDULE 5.2 

FORCED OUTAGE RATE CALCULATION 

A. The equivalent demand forced outage rate ("EFORD") shall be calculated as defined in 
the PIM Manuals. 

B. Calculation of average EFORD for Forecast Unforced Capacity Requirements and 
Obligations 

The forecast average EFORD in a Planning Period shall be the average of the forced 
outage rates, weighted for unit capability and expected time in service, attributable to 
all of the Capacity Resources of the Parties serving load within the PIM Control Area 
that are planned to be in service including Capacity Resources purchased from 
specified units and excluding Capacity Resources sold outside the PIM Control Area 
from specified units. Such rate shall also include (i) an adjustment, if any. for 
capacity unavailable due to energy limitations determined in accordance with 
defmitions and criteria approved by the Reliability Committee and (ii) any other 
adjustments authorized by the Reliability Committee to adjust the parameters of a 
designated unit when such parameters are or will be used to determine a future PJM 
Control Area reserve requirement and such adjustment is required to more accurately 
predict the future performance of such unit in light of extraordinary circumstances. 
For the purposes of this Schedule, the average EFORD shall be the average of the 
capacity-weighted EFORDs of all units committed to serve load in the PJM Control 
Area. All rates shall be in percent. 

1. The EFORD of a unit not yet in service or which has been in service less than 
one full calendar year at the time of forecast shall be the class average rate for 
units with that capability and of that type, as estimated and used in the 
calculation of the Forecast Pool Requirement. 

2. The EFORD of a unit in service three or more full calendar years at the time of 
forecast shall be the average rate experienced by such unit during the three 
most recent calendar years. Historical data shall be based on official reports 
of the Parties under rules and practices approved by the Reliability Committee. 

3. The EFORD of a unit in service at least one full calendar year but less than 
three full calendar years at the time of the forecast shall be determined as 
follows: 
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Full Calendar 
Years of Service 

I 

2 

One-third the rate experienced during the calendar year, plus 
two-thirds the class average rate. 

Two-thirds the average rate experienced during the two calendar 
years, plus one-third the class average rate. 

Calculations of average EFORD for Accounted-For Obligations for Unforced 
Capacity 

The average EFORD used to determine a Load Serving Entity's ability to meet its 
Accounted-For Obligation for Unforced Capacity in a month shall be the average of 
the forced outage rates, weighted for unit capability, calculated on a twelve-month 
rolling average basis, attributable to all of the generating units of the Load Serving 
Entity committed to serve load within the Zone. These resources include Capacity 
Resources purchased from specified units and exclude Capacity Resources sold from 
specified units. Such rate shall also include (i) an adjustment, if any, for capacity 
unavailable due to energy limitations determined in accordance with definitions and 
criteria approved by the Reliability Committee and (ii) any other adjustments 
authorized by the Reliability Committee to adjust the parameters of a designated unit. 

1. 

2. 

The EFORD of a unit in service twelve or more full calendar months prior to 
the calculation month shall be the average rate experienced by such unit during 
the twelve most recent calendar months, allowing for up to a two month period 
to collect data and calculate rates. Historical data shall be based on official 
reports of the Parties under rules and practices approved by the Reliability 
Committee. 

The EFORD of a unit in service at least one full calendar month but less than 
twelve full calendar months prior to the calculation month shall be the average 
of the actual EFORD experienced by the unit weighted by full months of 
service, and the class average rate for units with that capability and of that 
type weighted by twelve minus months of service, allowing for up to a two 
month period to collect data and calculate rates. Historical data shall be based 
on official reports of the Parties under rules and practices approved by the 
Reliability Committee. 
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A. 

SCHEDULE 5.3 

PROCEDURES FOR THE 
ACTIVE LOAD MANAGEMENT CREDIT 

Parties can receive an adjustment to their Forecast LSE Obligation and Accounted-For 
Obligation through the appropriate adjustment to load for ALM that is operated under 
the direction of the Office of the Interconnection, to be called upon prior to voltage 
reduction. ALM must satisfy the following criteria for a Party to receive an 
adjustment to its obligations. 

I. A Party must formally notify the Office of the Interconnection of the ALM 
that it is placing under the direction of the Office of the Interconnection. 

2. The initiation of load interruption, upon the request of the Office of the 
Interconnection, must be within the authority of the dispatchers of the Party. 
No additional approvals should be required. 

3. A period of no more than 2 hours prior notification must apply to interruptible 
customers. 

4. The initiation of ALM upon the request of the Office of the Interconnection is 
considered an emergency action and will be implemented prior to a voltage 
reduction. 

5. A Party must agree to reserve, for interruption at the direction of the Office of 
the Interconnection, at least 10 interruptions per Planning Period in order to 
receive ALM credit. 

6. A Party must agree to reserve interruptions of at least 6-hour durations. ALM 
should, as a minimum, be available for interruption on weekdays during the 6 
hour period of a day within the 8 hour daily peak window for the appropriate 
season. There will be no credit given to Parties who choose to provide 
interruption less than 6 hours and/or exclusive of the above time period. 

7. The sum of the ALM that meets the above criteria for credit purposes will be 
defined as the Party's allowable ALM. Such sum shall be limited to a 
percentage share for each Party to be determined by the Reliability Committee 
recognizing an allowable overall level of ALM for the PJM Control Area. 

B. All other interruptible load not meeting the minimum requirements for active load 
management may nevertheless be treated by a Party as a reduction of its forecast load 
as used to determine its Forecast LSE Obligation pursuant to Schedule 5. The 
Accounted-For Obligation of the Party, however, will be determined pursuant to 

5.3-1 



-
-
-

C. 

Schedule 7 based on the actual load of the Party, reflecting only the actual 
interruption of loads at the time of the peak load in the PIM Control Area. 

A Party's ALM credit value will be determined using the PIM ALM factor. The 
PIM ALM factor is the increase in the peak load carrying capability in the PIM 
Control Area due to ALM for the PIM Control Area divided by the total nominal 
amount of ALM in the PIM Control Area. The PIM ALM factor will be determined 
using an analytical program that uses a probablistic approach to determine reliability. 
The determination of the PIM ALM factor will consider the reliability of the active 
load management, the number of interruptions, and the total amount of active load 
management. The detailed procedures used for calculating the PIM ALM factor shall 
be set forth in writing and made available to the Parties. 

D. The ALM credit value for the individual Parties shall be calculated using the 
following formula: 

ALM Credit = (Megawatt Value of Party's ALM) X (ALM Factor) 

This credit shall be used as an adjustment to load. 

E. The Parties need to demonstrate that their ALM performed during periods when load 
management procedures were invoked by the Office of the Interconnection. The 
Reliability Committee shall adopt and maintain rules and procedures for verifying the 
performance of ALM. 

F. Determining the ALM credit for adjusting the Accounted-For Obligation shall be in 
accordance with verification and compliance procedures defined in the PIM Manuals. 

G. For recognizing new ALM in adjusting the Accounted-For Obligation, 
Parties can receive credit for ALM programs added or changed subsequent to fixing 
the planning period through use of the same assumptions used in determining the 
forecast ALM credits. 
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SCHEDULE 6 

PLANS TO MEET CAPACITY OBLIGATIONS 

Each Party shall submit to the Reliability Committee its plans for satisfying its 
Forecast LSE Obligation as determined pursuant to Schedule 5, through: 

I. Capacity Resources, including 

(a) installation of generating resources or 

(b) purchases. 

2. Such other adjusttnents as may be approved by the Reliability Committee. 

Prior to the Pool-Wide Choice Date, each Party must submit its plans (or revisions to 
plans submitted previously) to install or contract for sufficient Capacity Resources (i) 
to satisfy the portion of its Forecast LSE Obligation associated Sole-Supplier Loads 24 
months prior to each Planning Period and (ii) to satisfy the portion of its Forecast 
LSE Obligation associated with Access-Eligible Loads three months (or such shorter 
time period consistent with the ability of the Office of the Interconnection to evaluate 
requests for Network Transmission Service or the designation of Network Resources) 
prior to each month in a Planning Period. 

After the Pool-Wide Choice Date, each Party must submit its plans (or revisions to 
plans submitted previously) to install or contract for sufficient Capacity Resources to 
satisfy its Forecast LSE Obligation three months (or such shorter time period 
consistent with the ability of the Office of the Interconnection to evaluate requests for 
Network Transmission Service or the designation of Network Resources) prior to each 
month in a Planning Period. 

B. Capacity Resources planned to be installed or purchased by a Party may be used to 
satisfy its Forecast LSE Obligation only after the date on which such capacity is 
scheduled to be in service. The plans of each Party shall also indicate the nature and 
current status of committnents with respect to each addition, retirement and sale or 
purchase of capacity included in its plans. The Reliability Committee will review the 
adequacy of the submittals hereunder both as to timing and content. 

C. Unless otherwise agreed by the Reliability Committee, the plans submitted by each 
Party under paragraph A for a Planning Period shall be considered a frrm 
committnent as to the total amount of Capacity Resources required. The specific 
Capacity Resources designated to satisfy that firm committnent may be adjusted at any 
time; provided, however, no such adjustment may be retroactive and any new 
Capacity Resource must also be a Network Resource deliverable to loads on a firm 
basis under the PJM Tariff. 
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D. If, as a result of its projection of Forecast Pool Requirements, the Reliability 
Committee determines that the committed and planned Capacity Resources may be 
inadequate to assure reliability within the PJM Control Area in one or more of those 
Planning Periods, the Reliability Committee may issue a request for proposals to 
make available to Parties in the required time-frame the additional amount of installed 
capacity needed to assure reliability. 
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SCHEDULE 7 

DETERMINATION AND FULFILLMENT 
OF ACCOUNTED-FOR OBLIGATION 

The Accounted-For Obligation for each Party shall be determined in accordance with 
this schedule. 

Prior to the Pool-Wide Choice Date. Each Party's Accounted-For Obligation shall 
be determined pursuant to the provisions of this section B prior to the Pool-Wide 
Choice Date. 

1. For each billing month during a Planning Period, the Forecast Zone 
Requirement for each Zone, as determined in section C.2 of Schedule 5 for 
that Planning Period or as adjusted in section B.2 below for a Planning Period, 
shall be allocated to each Load Serving Entity serving loads within the Zone 
during that billing month in proportion to the load of the Load Serving Entity 
as reduced by the ALM credits at the time of the peak load for the PJM 
Control Area during that month. The amount so allocated shall be the Party's 
Accounted-For Obligation. 

2. In the billing month following the month in which the peak load for the PJM 
Control Area during the summer period is known: 

(a) The Forecast Zone Requirement of each Zone shall be redetermined by 
reallocating the Forecast Pool Requirement using the difference 
between the forecast summer peak for each Zone and the actual load of 
each Zone at the time of the summer peak of the PIM Control Area. 
The sum of the revised Forecast Zone Requirements shall be adjusted 
proportionally to equal the Forecast Pool Requirement for that 
Planning Period, as established pursuant to Schedule 4. 

(b) The Accounted-For Obligation for a Load Serving Entity during each 
billing month prior to the determination under B.2(a) above shall be 
redetermined by allocating the revised Forecast Zone Requirement from 
B.2(a) to each Load Serving Entity serving loads within the Zone in 
proportion to the actual load of that Load Serving Entity at the time of 
the peak load for the PJM Control Area during the billing month in 
question. 

(c) At the same time the Accounted-For Obligation of a Party is 
redetermined pursuant to section B.2(b) above, the deficiencies shall be 
redetermined with the appropriate true-up adjustment being made 'm fne 
billings for the month when the redeterminations are made. 
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3. A Party shall be deficient and shall pay the deficiency charge set forth in 
Schedule 11 if the Party's Unforced Capacity is less than the greater of its 
Forecast LSE Obligation associated with Sole-Supplier Load or its Accounted
For Obligation. Such deficiencies shall be measured on a day-by-day basis as 
required by changes in a Party's Unforced Capacity 

C. After the Pool-Wide Choice Date. Each Party's Accounted-For Obligation shall be 
determined pursuant to the provisions of this section C after the Pool-Wide Choice 
Date. For each billing month during a Planning Period, the Forecast Pool 
Requirement, as determined pursuant to Schedule 4 for that Planning Period, shall be 
allocated to each Load Serving Entity serving loads within the PIM Control Area 
during that billing month in proportion to the load of the Load Serving Entity as 
reduced by the ALM credits at the time of the peak load for the PIM Control Area 
during that month. The amount so allocated shall be the Party's Accounted-For 
Obligation. A Party shall be deficient and shall pay the deficiency charge set forth in 
Schedule 11 if the Party's Unforced Capacity is less than its Accounted-For 
Obligation. Such deficiencies shall be measured on a day-by-day basis as required by 
changes in a Party's Unforced Capacity. 
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A. 

SCHEDULE 8 

PEAK SEASON MAINTENANCE 

To preserve and maintain the reliability of the PIM Control Area and to recognize the 
impact of planned outages and maintenance outages during the Peak Season, each 
Party is obligated to have sufficient Unforced Capacity to satisfy its Accounted-For 
Obligation plus its Peak Season Maintenance Obligation during the Peak Season. 

B. The Peak Season shall be defined to be those weeks containing the 24th through 36th 
Wednesdays of the calendar year. Each such week shall begin on a Monday and end 
on the following Sunday, except for the week containing the 36th Wednesday, which 
shall end on the following Friday. 

C. Peak Season Maintenance is defined as planned outages and maintenance outages 
during the Peak Season. 

D. For each day during the Peak Season, the Peak Season Maintenance Obligation of a 
Party shall be the amount, in megawatts, of that Party's Peak Season Maintenance at 
the time of the PIM Control Area daily peak, excluding outages for maintenance 
when released by the Office of the Interconnection for a specified period and other 
outages as specified by the Reliability Committee from time to time. 

E. A Party shall be deficient and shall pay the charge set forth in Schedule 11 if its 
Unforced Capacity is less than the sum of its Peak Season Maintenance Obligation 
and its Accounted-For Obligation (as determined pursuant to Schedule 7); provided, 
however, that a Party shall be considered to be deficient only to the extent of any 
megawatts of deficiency in excess of the number of megawatts for which such Party 
already has paid a deficiency charge related to Schedule 7. 

F. The Office of the Interconnection may, in accordance with the Operating Agreement 
and the PJM Manuals, withdraw its approval of a Generator Planned Outage in 
connection with anticipated implementation or avoidance of Emergency procedures. 
If this delay in the start of a Generator Planned Outage causes the end of such outage 
(based on its planned duration at the time of the delay) to be in the Peak Season, there 
will be no requirement for additional Capacity Resources for the number or Peak 
Season days equal to the number of days of delay in the start of the Generator 
Planned Outage. 

G. Subject to the provisions of Section 9.2 of the Agreement, the Reliability Committee 
shall adopt and maintain rules and procedures for determining the allowable Peak 
Season Maintenance. 
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A. 

B. 

SCHEDULE 9 

PROCEDURES FOR 
ESTABLISHING THE CAPABILITY OF CAPACITY RESOURCES 

Such rules and procedures as may be required to determine and demonstrate the 
capability of Capacity Resources for the purposes of a Load Serving Entity in meeting 
its Forecast LSE Obligation and Accounted-For Obligation under the Agreement shaH 
be adopted and maintained. 

The rules and procedures for determining and demonstrating the capability of 
generating units to serve load in the PIM Control Area shall be consistent with 
achieving uniformity for planning, operating, accounting and reporting purposes. 

C. The rules and procedures shall recognize the difference in types of generating units 
and the relative ability of units to maintain output at stated capability over a specified 
period of time. Factors affecting such ability include, but are not limited to, fuel 
availability, stream flow for hydro units, reservoir storage for hydro and pumped 
storage units, mechanical limitations, and system operating policies. 
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SCHEDULE 10 

PROCEDURES FOR ESTABLISHING 
DELIVERABILITY OF CAPACITY RESOURCES 

Capacity Resources must be deliverable, consistent with a loss of load expectation as 
specified by the Reliability Principles and Standards, to the total system load, including 
portion(s) of the system in the PJM Control Area that may have a capacity deficiency at any 
time. Deliverability shall be demonstrated by either obtaining or providing for Network 
Transmission Service within the PJM Control Area such that each Capacity Resource is also 
a Network Resource. In addition, for Capacity Resources located outside the metered 
boundaries of the PJM Control Area that are used to meet a Forecast LSE Obligation, the 
capacity and energy of such Capacity Resources must be delivered to the metered boundaries 
of the PJM Control Area through firm transmission service. 

Certification of deliverability means that the Load Serving Entity has obtained or provided 
for Network Transmission Service to have capacity delivered on a fum basis under specified 

- terms and conditions and that the physical capability of the transmission network has been 
tested by the Office of the Interconnection and found to provide that service consistent with 
the assessment of available transfer capability as set forth in the PJM Tariff. -

-

-
-
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SCHEDULE 11 

DEFICIENCY CHARGES 

A. Deficiency Rate 

The rate for deficiencies determined pursuant to Schedules 7 and 8 shall be 
established annually by the Reliability Committee based on the annual carrying 
charges for a new combustion turbine, installed and connected to the transmission 
system. Until otherwise changed by the Reliability Committee, the rate for 
deficiencies shall be $58.400 per kilowatt-year or $160 per megawatt-day. 

B. Calculation of Deficiency Charges -- Schedule 7 

The deficiency charge for a deficiency determined pursuant to Schedule 7 shall be 
calculated, as follows 

If C is greater than or equal to .95, then DC = (R xL) 

If C is less than .95, then DC = (R x L) X (1.1)(n-1) 

Where: 

C is (LSE,. / LSEo) 

LSE,. is a Load Serving Entity's Unforced Capacity in megawatts, pursuant to 
Schedules 7 

LSEo is (a) prior to the Pool-Wide Choice Date, the greater of a Load Serving 
Entity's Forecast LSE Obligation associated with Sole-Supplier Load or 
Accounted-For Obligation in megawatts or (b) after the Pool-Wide Choice 
Date, the Load Serving Entity's Accounted-For Obligation 

DC is the daily deficiency charge in dollars 

R is (a) the daily deficiency rate in dollars per megawatt in any month in which 
the total of the Unforced Capacity of the Parties meets or exceeds the Forecast 
Pool Requirement or (b) two times the daily deficiency rate in dollars per 
megawatt in any month in which the total of the Unforced Capacity of the 
Parties is less than the Forecast Pool Requirement 

L is the deficiency (a) calculated pursuant to section B.3 of Schedule 7 prior to 
fue l>ool-Wide Choice Date or (b) calculated pursuant to section C of 
Schedule 7 after the Pool-Wide Choice Date 
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n is the number of months, on a rolling twelve-month basis, in which the Load 
Serving Entity has a "C" of less than .95; provided, however, in the event 
(n-l) is negative, (n-l) shall be set to zero. 

C. Calculation of Deficiency Charges -- Schedule 8 

The deficiency charge for deficiencies determined pursuant to Schedule 8 shall be DC 
= (R x P), where the meanings of DC and R are as set forth above and P means the 
deficiency determined in pursuant to section E of Schedule 8. 

D. Distribution Of Deficiency Charges 

Each Party that has satisfied an obligation for which a deficiency charge has been 
established pursuant to this Agreement, without incurring a deficiency charge related 
to that obligation, shall share in any deficiency charges paid by any other Party that 
has failed to satisfy said obligation. Such shares shall be in proportion to each such 
Party's share of the amount by which the total Unforced Capacity exceeds the 
Forecast Pool Requirement. 

In the event all of the Parties have incurred deficiency charges with respect to an 
obligation, the deficiency charges related to that obligation shall be distributed as 
directed by the Reliability Committee. 
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SCHEDULE 12 

DATA SUBMITTALS 

To perfonn the studies required to detennine the Forecast Pool Requirement, Forecast Zone 
Requirements, Forecast LSE Obligations and Accounted-For Obligations under this 
Agreement and to detennine compliance with the obligations imposed by this Agreement, 
each Party shall submit data as directed by the Reliability Committee, including, but not 
limited to the following requirements: 

I. All data submitted shall satisfy the requirements, as they may change from 
time to time, of any procedures adopted by the Reliability Committee. 

2. Data shalI be submitted in an electronic fonnat, or as otherwise specified by 
the Reliability Committee. 

3. 

4. 

5. 

6. 

Actual outage data for each month for Generator Forced Outages, Generator 
Maintenance Outages and Generator Planned Outages shall be submitted so 
that it is received by the 20th of the following month or such other date 
specified by the Reliability Committee. 

On or before February 1 of each Planning Period or such other date specified 
by the Reliability Committee, planned and maintenance outage data for alI 
Capacity Resources and load forecasts (including seasonal and average weekly 
peaks) shall be submitted. 

On or before March 10 of each Planning Period or such other date specified 
by the Reliability Committee, adjustments to forecasts shall be submitted. 

On or before May 31 of each Planning Period, or such other date or schedule 
for updates specified by the Reliability Committee, revisions to capacity and 
load forecasts (including the plans for satisfying the Forecast LSE Obligation 
of the Party) shall be submitted. 

7. As desired by a Party, revisions to capacity and monthly peak load forecasts 
may be submitted. 

8. Each Party shall make available the data set forth in Schedule 1. 1. 
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SCHEDULE 13 

DATA SUBMISSION CHARGES 

A. Data Submission Charge 

For each working day of delay in the submittal of information required to be 
submitted under this Agreement, a data submission charge of $500 shall be imposed. 

B. Distribution Of Data Submission Charge Receipts 

1. 

2. 

Each Party that has satisfied its obligations for data submittals pursuant to 
Schedule 12 during a Planning Period, without incurring a data submission 
charge related to that obligation, shall share in any data submission charges 
paid by any other Party that has failed to satisfy said obligation during such 
Planning Period. Such shares shall be in proportion to the Weighted Votes of 
the Parties entitled to share in the data submission charges for the most recent 
month. 

In the event all of the Parties have incurred a data submission charge during a 
Planning Period, those data submission charges shall be distributed as directed 
by the Reliability Committee. 

13-1 



• 

A. 

.. 

B. 

SCHEDULE 14 

EMERGENCY PROCEDURE CHARGES 

Emergency Procedure Charge 

Following an Emergency, the compliance of each Party with the instructions of the 
Office of the Interconnection shall be evaluated as directed by the Reliability 
Committee. If, based on such evaluation, it is determined that a Party failed to 
comply with the instructions of the Office of the Interconnection to implement ALM 
or to otherwise follow the instructions of the Office of the Interconnection, that Party 
shall demonstrate that it employed its best efforts to comply with such instructions. 
In the event a Party failed to employ its best efforts to comply with the instructions of 
the Office of the Interconnection, that Party shall pay an emergency procedure charge 
as follows: for each megawatt of ALM that was not implemented as directed, the 
Party shall pay 365 times the daily deficiency rate per megawatt set forth in Section A 
of Schedule 11. 

Distribution Of Emergency Procedure Charges 

1. Each Party that has complied with the emergency procedures imposed by this 
Agreement during an Emergency, without incurring an emergency procedure 
charge, shall share in any emergency procedure charges paid by any other 
Party that has failed to satisfy said obligation during such Emergency. Such 
shares shall be in proportion to the Weighted Votes of the Parties entitled to 
share in the emergency procedure charges for the most recent month. 

2. In the event all of the Parties have incurred emergency procedure charges with 
respect to an Emergency, the emergency procedure charges related to that 
Emergency shall be distributed as directed by the Reliability Committee. 
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SCHEDULE 15 

DELEGATION TO THE OFFICE OF THE INTERCONNECTION 

The following responsibilities shall be delegated by the Parties to the Office of the 
Interconnection: 

1. New Parties. With regard to the addition, withdrawal or removal of a Party: 

(a) Receive and evaluate the information submitted by entities that plan to serve 
loads within the PJM Control Area, including entities whose participation in 
the Agreement will expand the boundaries of the PJM Control Area. Such 
evaluation shall be conducted in accordance with the requirements of the 
Agreement. 

(b) Evaluate the effects of the withdrawal or removal of a Party from this 
Agreement. 

2. Implementation of Reliability Assurance Agreement. With regard to the 
implementation of the provisions of this Agreement: 

(a) Receive all required data and forecasts from the Parties; 

(b) Perform all calculations and analyses necessary to determine the Forecast Pool 
Requirement, the Forecast Zone Requirement and the Forecast LSE 
Obligation, including periodic reviews of the capacity benefit margin for 
consistency with the Reliability Principles and Standards; 

(c) Monitor the compliance of each Party with its obligations under the 
Agreement; 

(d) Keep cost records, and bill and collect any costs or charges due from the 
Parties and distribute those charges in accordance with the terms of the 
Agreement; 

(e) Assist with the development of rules and procedures for determining and 
demonstrating the capability of Capacity Resources; 

(f) Establish the capability and deliverability of Capacity Resources consistent 
with the requirements of the Reliability Assurance Agreement; 

(g) Collect and maintain generator availability data; 
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(h) Perform any other studies or analyses required to administer the Agreement; 

(i) Coordinate maintenance schedules for generation resources operated as part of 
the PJM Control Area; 

(j) Determine and declare that an Emergency exists or ceases to exist in all or any 
part of the PJM Control Area or in a Control Area interconnected with the 
PlM Control Area; 

(k) Enter into agreements for (i) the transfer of energy in Emergencies in the PJM 
Control Area or in a Control Area interconnected with the PJM Control Area 
and (ii) mutual support in such Emergencies with other Control Areas 
interconnected with the PJM Control Area; and 

(I) Coordinate the curtailment or shedding of load, or other measures appropriate 
to alleviate an Emergency, to preserve reliability in accordance with PERC, 
NERC or MAAC principles, guidelines, standards and requirements, and to 
ensure the operation of the PJM Control Area in accordance with Good Utility 
Practice. 
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SCHEDULE 16 

- ZONES WITHIN THE PJM CONTROL AREA 

1. Atlantic Electric 
2. Aaltimore Gas and Electric 
3. Dehnarva Power and Light 
4. Jersey Central Power & Light 
5. Melropolitan Edison 
6. PEeD Energy 
7. Pennsylvania Electric 
8. Pennsylvania Power & Light 
9. Potomac Electric Power 
10. Public Senice Electric and Gas 
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CALCULATION OF RATES 

Point Of Delivery (1) (2) (3) (4) (5) (6) (7) 
Annual 12 CP Annual Monthly Weekly Daily Hourly 
Revenue (MW) Charge Charge Charge Charge Charge 

Requirement ($/kW) ($/kW) ($/kW) ($/kW) ($/MWb) 

Border Of PlM 22.382 1.865 0.4304 0.0861 5.38 
Control Area 

AE Zone $34,344,987 1,611 21.319 1.777 0.4100 0.0820 5.12 

BG&E Zone $84,124,139 4,940 17.029 1.419 0.3275 0.0655 4.09 

Delmarva Zone $46,842,773 2,037 22.996 1.916 0.4422 0.0884 5.53 

JCPL Zone $98,762,045 3,340 29.569 2.464 0.5686 0.1137 7.11 

MetEd Zone $25,211,390 1,878 13.425 1.119 0.2582 0.0516 3.23 

Penelec Zone $25,532,586 2,318 11.015 0.918 0.2118 0.0424 2.65 

PECO Zone $154,469,000 5,776 26.743 2.229 0.5143 0.1029 6.43 

PPL Zone $144,774,000 5,616 25.779 2.148 0.4958 0.0992 6.20 

Pepco Zone $95,880,433 4,546 21.091 1.758 0.4056 0.0811 5.07 ! 

PSE&G Zone $157,587,365 6,697 23.531 1.961 0.4525 0.0905 5.66 

Attachment I 



Calculation Notes: 

(1) The annual revenue requirements are the same amounts submitted in the December 31, 1996 filing placed into 
effect by the Commission in its February 28 Order. 

(2) The 12 CP amounts are the same amounts used to determine the point-to-point rates placed into effect by the 
Commission in its February 28 Order. 

(3) The annual charge for the deliveries to the borders of the PJM Control Area is calculated by dividing the sum of 
column (1) by the sum of column (2) (stated in kW), yielding the same pool-wide point-to-point rate as that placed 
into effect by the Commission in its February 28 Order. The amounts shown for each of the zones is the quotient 
of the anmlal revenue requirement in column (1) for the zone and the 12 CP amount (stated in kW) in column (2) 
for tile ZODC. 

(4) The monthly charge is the annual charge in column (3) divided by 12 months. 

(5) The weekly charge is the annual charge in column (3) divided by 52 weeks. 

(6) The daily charge is the weekly charge in column (5) divided by 5 days. 

(7) The hourly charge is the annual charge in column (3) divided by 4,160 hours and multiplied by 1,000. 
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Attachment J 

LIST OF PERSONS TO WHOM 
COMMUNICATIONS SHOULD BE ADDRESSED 

Atlantic City Electric Company 

Mr. Joseph A. Isabella 
Atlantic City Electric Company 
6801 Black Horse Pike 
Egg Harbor Township, NJ 08234-4130 

James E. Franklin, II, Esq. 
Atlantic City Electric Company 
6801 Black Horse Pike 
Egg Harbor Township, NJ 08234-4130 

Baltimore Gas and Electric Company 

Mr. Carserlo Doyle 
Baltimore Gas and Electric Company 
39 W. Lexington Street, 18th Floor 
Baltimore, MD 21201 

Mark A. MacDougall, Esq. 
Baltimore Gas and Electric Company 
39 W. Lexington Street, 20th Floor 
Baltimore, MD 21201 

Delmarva Power & Light Company 

Mr. Ralph E. Klesius 
Delmarva Power & Light Company 
P.O. Box 231 
800 King Street 
Wilmington, DE 19899 

Dale G. Stoodley, Esq. 
Delmarva Power & Light Company 
P.O. Box 231 
800 King Street 
Wilmington, DE 19899 

GPU Service Inc. 

Mr. Samuel C. Thomas 
GPU Energy 
2800 Pottsville Pike 
Reading, PA 19605 

Kenneth G. Jaffe, Esq. 
Swidler & Berlin, Chartered 
3000 K Street, NW, Suite 300 
Washington, DC 20007 

Pennsylvania Power & Light Company 

Mr. Robert M. Geneczko 
Pennsylvania Power & Light Company 
2 North Ninth Street 
Allentown, PA 18101 

Robert J. Grey, Esq. 
Pennsylvania Power & Light Company 
2 North Ninth Street 
Allentown, PA 18101 



Potomac Electric Power Company 

Mr. Andrew W. Williams 
Potomac Electric Power Company 
1900 Pennsylvania Ave., NW, Room 820 
Washington, DC 20068 

Allen C. Barringer, Esq. 
Potomac Electric Power Company 
1900 Pennsylvania Avenue, NW 
Washington, DC 20068 

Public Service Electric and Gas Company 

Mr. Pierre R.H. Landrieu 
Public Service Electric and Gas Company 
80 Park Plaza, T14A 
Newark, NJ 07101 

Mr. Phillip G. Harris 
PJM Interconnection, L. L. C. 
Valley Forge Corporate Center 
955 Jefferson Avenue 
Norristown, PA 19403 

Jeremiah D. Lambert, Esq. 
Lane & Mittendorf, LLP 
919 - 18th Street, NW 
Washington, D.C. 20006 

David B. Raskin, Esq. 
Steptoe & Johnson L.L.P. 
1330 Connecticut Ave., N.W. 
Washington, DC 20036 

Others 

2 

Richard P. Bonnifield, Esq. 
Public Service Electric and Gas Company 
80 Park Plaza, T-5G 
Newark, NJ 07101 

Arnold H. Quint, Esq. 
William F. Young, Esq. 
Laurence E. Skinner, Esq. 
Hunton & Williams 
1900 K Street, N.W., Suite 1200 
Washington, D.C. 20006-1109 

G. Philip Nowak, Esq. 
Wiley, Rein & Fielding 
1776 K Street, N.W. 
Washington, DC 20006 

Michael J. Connolly, Esq. 
GPU Service Inc. 
100 Interpace Parkway 
Parsippany, NJ 07054 



Attachment K 

LIST OF PERSONS TO WHOM 
THE FILING IS BEING SENT 

Delaware Public Service Commission 
1560 South DuPont Highway 
Dover, DE 19901 

District of Columbia Public Service 
Commission 
450 Fifth Street, N. W., 8th Floor 
Washington, DC 20001 

Mr. Daniel P. Gahagan 
Executive Secretary 
Maryland Public Service Commission 
6 SI. Paul Centre, 16th Floor 
Baltimore, MD 21202-6806 

James A. Nappi, Esq. 
Secretary 
New Jersey Board of Public Utilities 
2 Gateway Center 
Newark, NJ 07102 

Pennsylvania Public Utility Commission 
Office of the Secretary 
Commonwealth & North Street 
G-28 North Office Building 
P.O. Box 3265 
Harrisburg, PA 17120 

Mr. George W. Bryant 
Clerk of the Commission 
Virginia State Corporation Commission 
Post Office Box 1197 
1300 E. Main Street, Tyler Building 
Richmond, VA 23219 

In addition, the Supporting Companies are submitting copies of this filing to Parties to 
Docket Nos. OA97-261-000 and ER97-1082-000, to the Members of PJM Interconnection, 
L.L.C., and to those entities who have executed Service Agreements under the PJM Tariff. 
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UNITED STATES OF AMERICA 
FEDERAL ENERGY REGULA TORY COMMISSION 

Atlantic City Electric Company ) 
Baltimore Gas and Electric Company ) 
Delmarva Power & Light Company ) 
Jersey Central Power & Light Company ) 
Metropolitan Edison Company ) Docket No. ER97- -000 
Pennsylvania Electric Company ) 
Pennsylvania Power & Light Company ) 
Potomac Electric Power Company ) 
Public Service Electric and Gas Company ) 

NOTICE OF FILING 

(~ ___ , 1997) 

Attachment L 

Take notice that on June 2, 1997, Atlantic City Electric Company, Baltimore Gas and 
Electric Company, Delmarva Power & Light Company, Jersey Central Power & Light 
Company, Metropolitan Edison Company, Pennsylvania Electric Company, Pennsylvania 
Power & Light Company, Potomac Electric Power Company, and Public Service Electric 
and Gas Company filed the following documents: (1) Amended and Restated Operating 
Agreement of PIM Interconnection, L.L.C.; (2) a revised Transmission Owners Agreement 
and (3) a revised PIM Open Access Transmission Tariff (PJM Tariff). The same companies 
also filed a Reliability Assurance Agreement Among Load Serving Entities. 

Copies have been served on the regulatory commissions of Delaware, the District of 
Columbia, Maryland, New Jersey, Pennsylvania and Virginia, on the parties to Docket 
Nos. OA97-261-000 and ER97-1082-000, on those who have executed Service Agreements 
under the PJM Tariff, and on the Members of PIM Interconnection, L.L.C. 

Any person desiring to be heard or to protest said filing should file a motion to 
intervene or protest 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 CFR 385.211 and 18 CFR 385.214). All such motions or 
protests should be filed on or before . 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. Copies of this filing are on file with the Commission and are available 
for public inspection. 

Lois D. Cashell 
Secretary 
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UNITED STATES OF AMERICA 
FEDERAL ENERGY REGULATORY COMMISSION 

Atlantic City Electric Company ) 
Baltimore Gas and Electric Company ) 
Delmarva Power & Light Company ) 
Jersey Central Power & Light Company ) 
Metropolitan Edison Company ) Docket No. EC97- -000 
Pennsylvania Electric Company ) 
Pennsylvania Power & Light Company ) 
Potomac Electric Power Company ) 
Public Service Electric and Gas Company ) 

NOTICE OF APPLICATION PURSUANT TO SECTION 203 

{, ___ , 1997) 

Take notice that on June 2, 1997, Atlantic City Electric Company, Baltimore Gas and 
Electric Company, Delmarva Power & Light Company, Jersey Central Power & Light 
Company, Metropolitan Edison Company, Pennsylvania Electric Company, Pennsylvania 
Power & Light Company, Potomac Electric Power Company, and Public Service Electric 
and Gas Company filed an application pursuant to Section 203 of the Federal Power Act to 
permit PJM Interconnection, L.L.C. to be recognized as an Independent System Operator. 

Copies have been served on the regulatory commissions of Delaware, the District of 
Columbia, Maryland, New Jersey, Pennsylvania and Virginia, on the parties to Docket 
Nos. OA97-261-ooo and ER97-1082-ooo, on those who have executed Service Agreements 
under the PJM Tariff, and on the Members of PJM Interconnection, L.L.C. 

Any person desiring to be heard or to protest said filing should file a motion to 
intervene or protest 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 CFR 385.211 and 18 CFR 385.214). All such motions or 
protests should be filed on or before . 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. Copies of this filing are on file with the Commission and are available 
for public inspection. 

Lois D. Cashell 
Secretary 


