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VERIFICATION 

-.. 1 hc undersigned, Gregory G. Pauley, being drily sworn, deposes and says he is the 
President and Chief Operating Officer for Kentucky Power Compa1iy, that he has 
peisoiial knowledge of tlie matters set forth iii the forgoing responses for which hc is tlic 
identilied witness and that tlie iiiforiiiation contained therein is true and coirect to the bcst 
of his inlormation, knowledge and belief 

COMMONWEALTH OF KENTUCKY ) 

COUNTY OF FRANKLIN ) 
) CASE NO. 20 13-00 144 

Subscribed and sworn to before me otary Public in aiid before said County 
and State, by Gregory G. Pauley, this the day 01 May 20 1 3 I 

My Coiiiiiiissioii Expires: 7 



The undersigned, Jay F. Godfrey, being duly sworn, deposes and says he is the Managing 
Director for Renewable Energy, for American Electric Power Service Corporation and he 
has personal knowledge of the matters set forth in the forgoing responses for which he is 
identified as the witness and that the information contained therein is true and correct to 
the best of his information, knowledge and belief. 

STATE OF OHIO 

COUNTY OF FRANKLIN 

I 
) CASE NO. 2013-144 

Subscribed and sworn to before me, a Notary Public in arid before said County 
and State, by Jay F. Godfrey, this the A h d  day of May, 201 3. 

i Donna J. Stephens 
*: 
$ My Commission Expires OI-O4.2014 

Notary Public, State of Ohio 



VERIFICATION 

The undersigned, Raiiie I<. Wohiilias, being duly sworn, deposes and says lie is thc 
Managing Director Regulatory aiid Fiiiaiice for I<eiitucky Power, that he has personal 
linowledge of the matters set forth in the forgoing responses for which he is the itlcntified 
witness and that the inforination contained therein is true and correct to the best 01' his 
infomiation, knowledge, and belief' 

Raiiie I<. Wolinlias 

COMMONWEALTI-T OF ICENT'IJCICY ) 

COUNTY OF FRANKLIN ) 
) CASE NO. 2013-00144 

Subscrilxxl aiid sworn to before me, a Notary Public in and before said Coun ty  
ant1 State, by Raiiie I<. Wohiilias, this the /3 YfL day of May 201.3. 

My Coiiiiiiissioii Expires: 7) 



Kentucky Power company 

Please describe how the EcoPower traiisaction opportunity was first presented to 
Kentucky Power. Specifically, was the transaction submitted in the context of a formal 
Kentucky Power solicitation for power supplies? 

EcoPower approaclied KentiuAcy Power asking if it would be willing lo discuss the 
possibility of purchasing power from a yet to be built biomass facility. Kentucky Power 
had not requested any solicitation for power. 

WITNESS: Gregory G Pauley 



If tlie EcoPower traiisactioii was submitted in tlie coiitext of a foriiial Kentucky Power 
solicitatioii for power supplies, please provide the original EcoPower proposal, all other 
proposals that were received, aiicl all reports, analyses, and data associated with the evaluatioii of 
all of the proposals. 

RESPONSE 

N/A. See response to KIUC 1-1. 

WITNESS: Gregory G kauley 
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REQUEST 

I f  the EcoPower traiisactioii was 1101 submitted in the context o i  a foiiiial I<eiitucl\y Powei 
solicitatioii for power supplies please provide all notes, pieseiiiatioiis, repoi IS, aiialyscs, 
and data associated with the initial iiieetiiig(s) whcre Kentucky Power was presented jvi 111 
the EcoPower traiisactioii opportunity. 

The Coiiipaiiy did not retain copies oC the docriiiieiltatioii provided by EcoPo~ver clui iiig 
the initial meeting where the Coiiipaiiy was preseiited with the EcoPower transaction 
opportunity. 

WITNESS: Gregory G Pauley 



Pi ior to a dccisioii to commence negotiations, how did Keiitucky Powcr evaluate tlie 
ccoPoiwx traiisactioii opport~iiiity? Please provide all notes, presentations, 1 epoi ts, 
aiialyses, and data associated with such evaluation aiicl tlie evaluation ol' any po~ver 
supply alteiiiativcs. 

RESPONSE 

Please see the KIUC I -4 Coiifideiitial Attachiiieiit 1 which was generated in connection 
with the Company's initial due diligence. Please also see the Coinpaiiy's response to 
KIUC 1-6. 

WITNESS: Jay F Godfiey 
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A unit ofAmerica/? Electric Power 

The following list of qrreslioiis is being srrbmilted to ecoPoivei Generation LLC (ecoPower) in 
preparation Cor an initial clue diligeiice exercise related to ecoPower's proposed biomass project. 
This list is not coiiipreheiisive and has beeii establislied only to inquire upon minimal iiil'oriinaiioii 
that will be reqiiirecl for Kentucky Power aiid AEPSC to determine its potential interest in the 
ecoPower biomass project that is being proposed for construction near I-lazard, Kentucky. 

Genei 
1. 
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7. 
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9. 

Project Development Team 
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$1 35M senior debt fiiiaiiciiig and associated terins and 

ucture and terms? 

roject's financial model. 

Fuel 
2.2. 1'111. 

23. Per the ecoPower clocnment, 4.0% of the h e  
( 

sister company). - 
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Financial Wherewithal / Credit S u p ! a  
4-2. In  all PPAs that AEP eiiters into, the counterparty eiihcr gives AEP a letter of credit or an 



REQUEST 

Following the clecisioii to coiiiiiieiice negotiations, \vho provitlecl the first drali 0 1  a term 
shcet or of tlic REPA (ecol'ower or TCentucky Power)'? Pleasc provide that l i i  st di aft. 

RESPONSE 

ICPCo provided the first draft of the REPA to ecoPower. The first draft is poviclccl as 
I<I'OC 1-5 Attacluiieiit 1 CoiiGdeiitial treatiiieiit is beiiig sought for poi tions ol 
Attacllllle~lt 1 I 

WITNESS:: Jay I; Godfrey 
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THIS DRAFT UOCUlVIENT IS FOR DISCUSSION PURPOSES ONLY AND DOES NOT COPlSTlTlJTE A BINDING OFFER NOR 
FORM THE BASIS FOR AN AGREEMENT BY ESTOPPEL OR OTHERWISE. THIS AND ANY SUBSEQUENT DRAFT 
DOCUMENT ARE SUBJECT TO NEGOTIATION AND MANAGEMENT AND BOARD REVIEWS AND APPROVALS (INCLUDING 
WITHOUT LIMITATION FINAL CREDIT AND LEGAL APPROVAL). ANY ACTIONS TAKEN BY A PARTY IN RELIANCE ON 
THE TERMS SET FORTI4 IN THESE WORKING DOCUINENTS OR ON STATElflENTS MADE DURlNG DISCUSSIONS OR 
NEGOTIATIONS OF THESE WORlilNG DOCUMENTS SHALL BE AT SUCH PARTY'S OWN RISK. UNTIL THE AGREEMENT 
IS FINALLY NEGOTIATED AND SIGNED BY BOTI-l PARTIES, NEITNER PARTY SHALL IiAVE ANY LEGAL OBLIGATIONS 
WHATSOEVER TO THE OTHER PARTY, EXPRESSED Of? IIVIPLIED, UWDER THESE WORKING DOCUMENTS OR 
OTNERWISE AS A RESULT OF SUCH DISCUSSIONS. 

201 '1 

l<enlucky Power Company 
Biomass REPA 
HOUST01\1\3Q25G5G 4 
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This Renewable Energy Purchase Agreement (the "REPA") is tiiade this __ day of 
, 201 1 , by and between ecoPovVer Generatioii-Hazard LLC 

("Seller"), a Kentucky limited liability cornpany, with a pi-incipal place of business at 
1256 Manchester Street, Lexington, Keiitucky 40504, and Kentucky Power Company 
("Purchaser"), a Kentucky corporation, with a principal place of business ai c/o 
American Electric Power Seivice Corporation, 1 Riverside Plaza, Columbus, Ohio 
4.321 5-2355. Seller and Purchaser are hereinafter referred to individually a s  a "Pai?y" 
and colleciively as  the "Parties". 

I NT R 0 DUCT I 0 N 

WHEREAS Seller desires to cfevelop, design, construct, own or lease aiid operate a 
renewable electric generating facility with an expected total name plate capacity of 
approxiniately 58 MW, and which is further defined below as the "Facility"; and 

WHEREAS Seller intends to locate the Facility at Perry County, Kentucky, ancl to 
in terco n 1-7 ect tiie Facil iiy with the Trans in is s io i i  P rovid e r's S y ste m ; 

WHEREAS Seller desires to sell and deliver to Purchaser at the Point of Delivery all of 
ihs Facility's Renewable Energy Products, and Purchaser desires to buy t h e  same from 
Seller; and 

WHEREAS Purchaser has accepted Seller's offer to sell such Renewable Energy 
Products in accordance with the terms and conditions set forth in th i s  REPA, subject to 
t h e  timely receipt of all necessary regulatory and cost recovery approvals. 

I_ AGREEMENT 

NOW TI-IEREFORE, in consideration of the inutual covenants herein contained, the 
sufficiency and adequacy of which are hereby acknowledged, the Parties agree to tiie 
fo I low i n g 

ART f C LE '1 
DEFINITIONS AND RULES OF INTERPRETATION 

'1.7 Rules OF ConstrLiction. 

The capitalized terms listed i n  this Article shall have the meanings set forth 
herein whenever tho terms appear in this REPA, whether in the singular or the plural or 
in ihe present or past tense. Other teriiis used in this REPA but not lisled in this Article 
sliall have meaiiings a s  commonly used in the English language and, where applicable, 
in Good LJtility Practice. Worcls not ofheiwise definecl herein that have well Itnowii and 

-1 - 



IKPSC Case No 20 13-00164 
KIUC's First Set of Data Reuqests 
Received May IO ,  2013 
Item No 5 
Aiiachment I 
Page 8 of 106 
REDACTED 

generally accepted technical or trade meanings are used herein in accordance with 
such recognized meanings. 11-1 addition, the following rules of interpretation shall apply: 

- 
(A) I he masculine shall include the feminiiie and neuter. 

(B) References to "Aiiicles," "Sections," or "Exhibiis" shall be to 
articles, sections, or exhibits of this REPA. 

(C) The Exhibits attached hereto are incorporated in and ai-e intended 
lo he a pari nf this REPA; provided, that in the event of a conflict beiween the iernis of 
any Exhibit and i h e  ierins of Articles '1 through 20 of this REPA, the terms of Articles 'I 
through 20 0; this  REPA shall take precedence. 

(D) This REPA was negotiated arid prepared by both Pariies with t h e  
advice and participation of counsel. The  Parties have agreed to the wording of t h i s  
REPA and none of the provisions hereof shall be construed against one Pai-ty on the 
ground .[hat s~ich Party is t h e  author of this REPA or any part hereof. 

(E) The Parties shall act reasonalnly and in accordance with the 
principles of good faith and fair dealing in the  performance of this REPA. Unless 
expressly provided otheiwise in this REPA, ( i )  where the REPA requires the consent, 
approval, or similar action by a Pai-ty, such consent, approval or similar action shall not 
b e  Linreasoiiably withheld, conditioned or delayed, and (i i )  wherever the REPA gives a 
Party a righi to determine, require, specify or take similar action with respect to a matter, 
such determination, requirement, specification or similar action shall be reasonable. 

(F) Each reference in this REPA io any agreement or documen.t 
(including ihose set forth electronically on an internet web site) or a portion or provision 
thereof shall be construed as a reference to t h e  relevant agreernent or docuinent a s  
amended, suppleinented or otherwise modified from time to time. 

(G) Each reference in this REPA to applicable laws and to tei-ins 
defined in,  and other provisions of, applicable laws (inclLiding those set forth 
electronically on an internet web site) shall be references to ,the same (or a successor to 
the saine) a s  ainenclecl, supptementecl or otherwise inodifieci from time to time. 

(H) Each reference in th i s  REPA to a Person includes its S L I C C ~ S S O ~ S  

and perinitted assigiis and, in t h e  case 0.f a Governmental Auiharity, any Person or 
Persons scrcceeding, in whole or in part, to its .Ftinctions and capacities. 

(I) In this REPA, the worcls "incliide," "includes" and "including" are to 
be coiistrired a s  being ai all times followed by the worcls "without limitation." 

1 "2 Interpretation with Interconnection Agreement. 

The Paiiies recognize that Seller- will enler into a separate Intel-coniiection 
Agreemeni with the Interconnection Provicler 

Kentucky Power Company 



KPSC Case i\!o 2013-00144 
KIUC’s First Set of Data Reuqesls 
Received \flay 10, 20 13 
itern 1\10 5 
Attachment 1 
Page 9 of 106 
REDACTED 

(A) The Paiiies acknowledge and agree that the Interconnection 
Agreement shall be a separate and free-standing contract and t1ia.t the terms 0.F this 
REPA are not binding ~ip01-1 the Interconiiection Provider. 

(B) No5withstandiiig any other provision in this REPA, nothing in t h e  
Interconnection Agreement shall alter or modify Seller‘s or Purchaser’s rights, duties 
and obligations tinder this REPA. This REPA shall not be construed to create any rights 
between Seller and the Interconnection Provider. 

(C) Seller expressly recognizes that, for purposes of this REPA, the 
Interconnection Provider shall be  deemed to be  a separate entity and separate 
contracting party whether or not t h e  Interconnection Agreement is entered into with 
Purchaser or an Affiliate of Purchaser. 

I .3 Interpretation of Arranqements for Electric Supply to the Facilitv. 

(A) The Pai-ties recognize t1ia.t this REPA does not provide for the 
supply of any electric service by Purchaser to Seller or to the  Facility and Seller nnust 
enter into separate arrangements for t h e  supply of electric services to the Facility, 
including the supply of turbine uni t  start-up and shutdown house power and Energy. 

The  Parties acknowledge and agree that the arranyeriients for t h e  
supply of electric seivices to t h e  Facility shall be separate and free-standing 
arrangeinents and .that the .terms of th i s  REPA are not binding upon the supplier of such 
electric services. 

(E) 

(C) Notwithstanding any other provision in this REPA, nothing in the 
arrangements for the supply of re-tail electric services to t h e  Faciliiy shall alter or modify 
Seller‘s or Purchaser’s rights, duties and obligations under this REPA. This REPA shall 
not be construecl to create any rights between Seller and the supplier of such retail 
electric services. 

(D) Seller expressly recognizes ihal, Tor purposes of this REPA, the 
supplier of retail electric services Lo the Facility shall be  deemed to be a separate entity 
and separate contracting party whether or not the arrangemenls for the s~ipply OF relail 
electtic services to the Facility is entered into with PLrrchaser 01‘ an Affiliate of 
Purchaser. 

1 “4 Definitions. 
- 

I lie following terms shall have ehe meanings set forth below when used herein: 

“Abandonment” means, on and after the Commercial Opeiafion Date, the 
ielinyuishmen.t of all possession and control of the Facility by Seller, other than a 
transfer permitted under this  REPA. 

I<entucky Povw Company 
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"Acljustecl Renewable Energy" ineaiis, with respect to any Contract Year, the 
sum of ( i )  the ainount of Renewable Energy delivered to Purchaser during siicli 
Contract Year, pkis ( i i )  tlie sum of the Excused Deliveries during such Contract Year. 

"Affiliate" of any nained person or entity ineans any other person or entity that 
controls, is uiider the control o.T, or is under common control with, the nained entity. The 
term "con.trol" (including the terms "controls", "under t h e  coiitrol of' and "under cotnmon 
con.trol with") nxaiis the  possession, directly or indirectly, of t h e  power to direct or 
cause t h e  direction of t h e  management of the policies of a peison or entity, whether 
through ownership interest, by contract or otherwise. 

"Ancillary Services" means regulation and frequency response services, energy 
imbalance services, automatic generating control, spinning reserve, iion-spinning 
reserve, replacement reserve, reactive power, voltage support and any other services 
that suppoi? the transniission of capacity and energy or t h e  reliable operation of the  
Transmission Provider's transmission system, all to tlie extent included a s  ancillary 
services in the Transmission Operator's open access transmission tariff, in each case, 
to the exten.[ commonly sold or saleable and, in each case, to t h e  extent that the assets 
coinprising the Facility are Eligible to provide such services under norinal operating 
conditions . 

"Approval Application" means an application for an order froni the Coinmission 
approving the terms and condiiions of th i s  REPA without modification and authorizing 
Purchaser to enter into this REPA. 

"Approval Order" means a final, non-appealable order froin the Coinmission 
approving the terms and conditions of this REPA without modification and authorizing 
Purchaser to enter into th is  REPA. 

, 

"Average Beneficial Environinental Interest Cost" means, for any Contract Year, 
ihe average cost ovei such Coniract Year, expressecl in $/MWh, Tor Purchaser So 
purchase Comparable Renewable Energy Cerliiicates in arms length, iliird party 
transactions with respect to such Contract Year, wheiher or not Purchaser actually 
purchases any such Comparable Renewable Energy Certificates, as  further clescrihed 
in Exhihii I .  

"Average Contract Rate" means, for any Contract Year, the  weighted average 
Contract Rate (on a $/MWh basis) payable under this REPA for such Contract Year, 
uliliziiig t h e  percen.tage-weigii~iiig factors set forth on Exhibit I ,  and calculated as set 
forth on such Exhibit I "  

I<entucky Power Company 



I<PSC Case No 20 13-00 I44 
I<IUC's First Set of Data R e u q e s i s  
Rece ived  May IO,  2013 
Item No 5 
Aitachment 1 
Page 11 of 10G 
REDACTED 

"Back-1Jp Metering" shall have the meaning set .Forth in Section 5.4.(C). 

I t  Be i i  ef i cia I E iivi 1-0 n ri e \ita I I lite rests" means a I I No n -P owe r Attri I) Lite s associated 
in any way, directly or indirectly, with the Facility and all RECs associated with such 
Non-Power Attributes, excluding Renewalnle Energy Incentives and other federal, state 
or local .tax credits, deductions and other tax benefits and financial incentives related io 
the ownership of the Facility or the sale to Purchaser ofthe output thereof. 

"Biomass" means untreated organic inaterial derived from plants or animals and 
available on a renewable basis, including: agricultural crops, crop by-products aiid 
residues; wood and paper manufacturing waste, including by-products of the wood 
manufacturing or pulping process, such as bark, wood chips, and sawdust; forestry 
waste and residues; other vegetation waste, including landscape or right-of-way 
triminiiigs; algae; food waste; animal wastes and by-products (including fats, oils, 
greases and manure); and biodegradable solid waste. 

In addition, Biomass may include materials that are byproducts of preventive 
treatments (eg., trees, wood) that are removed .from forests io reduce hazardous fuels, 
lo  reduce or contain disease or inseci- infestation, or to restore ecosystem Iieallh; would 
not otheiwise be used for higher value produck; and are harvested from National 
Forest System land or public lands in accordance with public laws, larid management 
plans, arid requirements for old-growth maintenance. 

In no case shall any Biomass .fuel come from lands owned, managed or 
controlled by the Federal govei-iiment or from .fhe National Wilderness Preservation 
System, Wilderness Study Areas, Inventoried Roadless Areas, olcl growth stands, late 
successional stands, National Landscape Conservation System lands, National 
Monuments, National Conservation Areas, State Parks, Designated Primitive Areas, or 
Wild and Scenic Rivers corridors, excep'r, in each case, for dead, severely damaged, or 
badly infested trees, 

"Business Day" means any calendar clay that is not a Saturday, a Sunday, or a 
NERC Holiday. 

"Capaci.ty" means the output level, expressed in MW, that the Facility, or the 
components of ecpiipinent thereof, is capable, as of a given moment, of continuously 
producing and making available at .the Point of Delivery, taking into account tlie 
operating condition of the eqr.ripmen"r at that time, the auxiliary loads and other relevant 
factors. Capacity includes all installed capacity and unforced capacity attributed .to the 
Facility by the Ti-a 11 sin iss ion 0 p erato r, a 11 y reg ion a I re I ia I:, i I iiy o rg a 11 k a t  ion , 
Governmental Au.Lhori.ty, or .that is comrnonly sold or saleable to third pai-iies. 

"Capacity Resource" shall have tlie meaning set forth in .&fie OATT. 

Kentucky Power Company 

-5- 



I<PSC Case No 20 13-00 144 
I<lLJC's First Set of Data Reuqests 
Received May IO,  201 3 
Item No 5 
Aiiachmeni 1 
Page 12 o f  106 
REDACTED 

"Capacity Shoiifall" means, for any Delivery Year, the positive difference, if any, 
between the Committed CJCAP and the actual UCAP for t h e  Facility, as determined by 
PJM for sLicli Delivery Year. 

"Capacity Shortfall Liquidate Damages" ineans, for any Delivery Year, the scim of 
(i) the Capacity Resource Deficiency Charge for such Delivery Year and ( i i )  all Other 
Coinpliance Charges for such Delivery Year. 

"Cash" shall have the meaning set forth in Section 11 .'I (C)(2). 

"Clock Hour" means sixty-ininute increments commencing at the top of t h e  hour 
on the clock ( i s " ,  12 o'clock) 

"Close of the Business Day" means 5:OO PM EPT on a Business Day. 

"Commercial Operation" means the period beginning on the Commercial 
Operaiion Date and continuing through tlie Term of this REPA. 

"Cornmercial Operation Date" or "COD" means t h e  date that Seller provides 
notification to Piircliaser, pursuant to Seciion 4.7, of Seller's declaraiion that all of the 
Conditions specified in Section 4..7 have occurred or otherwise been satisfied. 

"Commercial Operation Milestone" means t h e  anticipated Commercial Operation 
Date for the  Facility. The Commercial Operation Milestone is specified as  no later than 
December 31, 20 13; provided, however, thai the  Commercial Operation Milestone shall 
be extended on a day-for-day basis for any delay in achieving the Commercial 
Operation Milestone resulting exclusively froni Force Majeure. 

"Commission" means ,the Kentucky Public Service Commission. 

"Commissioned" means, with respect .to t he  Facili'fy, that the requirements 0.f 

Section 4.7 have been satisfied. 

"Coiiimit'ced Renewable Energy" shall have the meaning sei: forth in Section 
7.2(A). 

"Coinmittecl LJCAP" shall have the meaning set foi-tli in Secfion 7.2(D). 

T o  iii m 1.1 n icat i o ii s E ci u i p i  e nt" me an s the co m m u n icat io n ci rcu its fro IT til e Faci I ii y 
"to Purchaser for tlie purpose of telemetering, supervisory control and clata accjrrisition 
and tr'ansmitfal or' real time data as described in either Exhibit W'I ot Ex1iibi.i 1-12, at 
Seller's option, and voice communications as  reasonably iequired by Purchaser. 

"Comparable Renewable Energy Certificate" means any WEC related to the I\!on- 
Power Attributes of a renewable energy generation facility newly constructed on and 
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afier August 30, 2007 thai. utilizes Bioinass resources, wind power, laiidiill methane gas 
or other similar renewable resource, as reasonably designated by Purchaser, that is 
located in (i) Kentucky and interconnecied to PJM and that is generaiecl in the same 
year in which the Ouipc~t Shorifall to which it is applicable occurs. Without limiting ihc 
generality of the foregoing definitions, Cornparable Renewable Energy Certificates shall 
include ceriificaies recognized by GATS as associated with the generation of biomass 
en erg y" 

"Conditions" shall have tlie ineaning set forih in Section 4.7 

"Consent and Agreement" means a Consen"i and Agreement in substantially the 
forin of Exhibit N. 

"Coniract Administration Coininittee" means one representative each from 
Purchaser and Seller pursuant to Section 10.3. 

"Contract Administralion Procedures" ineans those procedures developed 
pursuant to Section 10.3 

"Conlracl Rate" means the applicable rate set forth in Exhibit C 

"Contract Year" means each full calendar year of the Term, whether such 
calendar year is comprised of 365 or 366 Days, commencing with the f i r s t  calendar year 
subsequent to the year in which the Delivery Period commences, subject to the 
Proration Factor. 

"Control Area" means the system of electrical generation, distribution, and 
transniission facilities within which generation is regulated in order 'io mainiaiii 
interchange schedules with other such systems. 

"Cost Recovery Approval Period" means the lesser of: (a) the expiration of six 
(6) months from the filing of the Cost Recovery Request; or (b) thirty (30) days aiter tlie 
receipt of final, non-appealable order denying a Cost Recovery Order. 

"Cost Recovery Request" means a request filed with the Colnrnission for a Cost 
Re c o ve iy 0 rd e r . 

"Cost Recovery Order" ineans a final, non-appealable order Froin the 
Cor-mission authorizing Piirchaser to recovei' fully all costs, rates, terms and conditions 
associated with this REPA and all other third party expenses associated with this REPA, 
ii' any, throiigh G<en.tucky retail rates, which order is sa.tis,factoiy to Purchaser in all 
respects in iis sole discretion. 

"Credit Rating" means, for any Person, the senior unsecured and non-credit- 
enhanced long .term debt rating of such Person or, if such Person does not have a 
senior i.iiisecur-ecl and iioii-credit-enhance~{ long term debt  rating, the issuer rating of 
scrch Person. 

Kentucky Power Company 
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"Creditworthy Bank" ineans a llnited States commercial hank or a foreign hank 
with a United States branch, which United States commercial bank OF United States 
branch has at the applicable time a Credit Rating of (a) A- or better from Standard & 
Poor's Rating Services and (b) A3 or better from Moody's Investors Service, Inc. 

"Day" rneans a calendar day. 

"Delay Liquidated Dainages" shall have the meaning set forth in Section .?..I 0 

"Delivery Period" means the period that commences at 0000 hours on the 
Cornniercial Operation Date and continues through the remainder of the Term, 

"Delivery Year" nieans each period of June 1" through May 31St during the 
Delivery Period, subject to the Proration Factor. 

"Dispute" shall have the meaning set forth in Section '1 3.9(A). 

"Dispute Notice" shall have the meaning sei forth in Section 13.9(A) 

I(enluc(iy Power Company 
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"EFORd" means, for any Delivery Year, the iinavailalsility of t h e  Facility clue to a 
forced outage(s) or forced deratings when there is a demand on the Facility lo generate, 
as determined by PJM in accordance with the PJM Manuals and Agreements (equation 
CLirrently listed in PJM Generator Resource Performance Indices Manual (M-22)). 

"Electric Metering Device(s)" means all meters, sulnmeters, rnetering equipment, 
and data processing equipment used .to measure, recoi-d, or transinit data relating to the 
Renewable Energy from the Facility. 

"Eligible" means technically capable of produclion based on the ihen-existing 
clesign of the Facility (including equipment and interconnection) and under the OATT. 

"Emergency" means an emergency condition as defined under the 
Interconnection Agreernenl or the OAPT. 

"Energy" means three-phase, 60-cycle alternating curreni electric energy, 
expressed in MWh. 

"E nvi 1-0 n me nta I C o nta m i n atio 17" inean s i h e  in trod i i  ctio n or 1s rese n ce 0.f 

Hazardous Materials at such levels, quantities or location, or of such form or character, 
as to constitute a violation of federal, state or local laws or regulations, and present a 
material risk tinder federal, state or local laws and regulations that t h e  Site will not b e  
available or usable for the purposes contemplated by this REPA. 

"EPT" means Eastern Prevailing Time. 

"Excused Event" means any Economic Curtailnient, any Reliability Curtailment 
(other than a s  a result of Seller's acts or oinissions described in clauses (iii) or (iv) of the 
definition thereofj and any Force Majeure event. 

"Event of Default" shall have the meaning set forth in Article '12. 

"Facility" means Seller's electric generating facility thai uses Bioinass exclusively 
to geiierafe electricity and Seller's Interconnection Facilities, as  iclentifiecl ancl described 
in Ai-ticle 3 and Exhibit B to th is  REPA, including all of the following, the purpose of 
which is to produce electricity and cleliver such electricity to the Point of Delivery: 
S eJ I er's e q u i p me nt , b 1.1 i Id in g s , a I I of t h e  yen eratio n faci I it ies , i ii clii d i n g boilers , 
generators, turbines, step-up transformers, output bi-eskers, facilities necessary to 
connect to t h e  Point of Delivery, protective and associated ecpipmen'r, improvements, 
and other tangible assets, contract rights, easements, rights of way, surface use 
agreements and other interests or rights in real estate reasonably necessary for the 
construction, operation, ancl niaintenance of the electric gene1 ating facility ,that produces 
t h e  Renewable Energy subject to this REPA. 

I<enitlcl;y Power Company 
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"Facility Capacity" means the Capacity capable of being generated from the 
Facility based oil the aggregate nameplate rating of tlie boiler, turbine and the generator 
comprising the Facility, hut shall not exceed 60 lVlW at any poini during the Term. 

"Facility Financing" means the obligations of Seller to any Facility Finaiiciei- 
pursuant 'io the Financing Documents, including principal of, premium and interest on 
indeb.i.edness, .fees, expenses or penalties, amounts due upon acceleration, 
prepayment or restructuring, swap or interest rate hedging breakage costs and any 
claims or interest due with respect to any ofthe foregoing. 

"Facility Financing Representative" means, during any period when there is only 
one Facility Financier, the Facility Financier, and diiriiig any period when there is more 
than one Facility Financier, any trustee or agent on behalf of the Facility Financiers or 
such other single representative designated iii writing by Seller. 

"Facility Financiers" ineans, cnltectively, any lender(s) or any other .financiers 
providing any Facility Financing . 

"Failure .to Extend Condition" shall have the meaning set foiih in Section 
ld. l(C)( ' i ) .  

"Failure to Replace Condition" shall have .the meaning set forth in Section 

"Federal Funds Effective Rate" ineans the  rate for thai- day opposite t h e  caption 
"Federal Firncls (Effective)" as set forkh in .the weekly statistical release designafed as H. 
'I5 (5'19), or any successor publication, published by the Board of Governors of tile 
Federal Reserve Sys.fem. 

11 . l ( D ) .  

"FERC" ineans tlie Federal Energy Regulatory Commission. 

"Financing Documents" means the loan and credit agreemeii.ts, notes, bonds, 
indentures, security agreements, lease financing agreenienks, mortgages, deeds of 
,ti-i!st, interest rate exchanges, swap agreements and other documents relating io the 
development, Isridge, fax equity, construction or permanent debt financing for the 
Faci I it y , including any c re cl it en ha n cern e nt, cre ci it sup po if, wo rki n g cap i.ta I fin an ci n g , 
letter of ci-edit facilities, and all such docLimerits or agreeinenis related io any 
refinancing or i-eplacemeiit of any 0.f the foregoing, and any and all amendments, 
modifications, or suppleiiieiits to the foregoing that may be entered into from time to 
time at the discretion of Seller in connection with developmeni-, coiistruciion, ownership, 
leasing, operation or maintenance of the Facihty. 

"Force Majeure" shall have the ineaning set forth in Aiiicle 14. 

"Forced Outage" means any condition at the Facility that recjuires uiiplaiinecl 
removal OF the Facility, or some pai-5 thereof, froin service, another outage state, or a 
reserve shlrtdown state. This type of outage results froin, among other things, 
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immediate mechanical, electrical 01- hydraulic control system trips aiid operator-itii.~iatecf 
trips in response to Facility conditions or alarms. 

"GATS" 1-neans the Generation Attribute Tracking System aclininistered by PJM 
E nvi ro ii rn en t a I I in fo r tnatio in Services , I i i  c I ( ' I  P J M -E I S")  and p ro vid in g e nv iro n in e n'ia I and 
emissions attributes reporiing and tracking services to its subscribers in s~ipport of 
renewable poi-ifolio standards and other inforiiiation disclosure requirements that inay 
be implemented by Governmental Authorities. GATS tracks geiieration attributes and 
the ownership of the attribu,ies as they are traded or used to meek standards of 
Governmental Aufhorities.GATS includes any successor tracking system or systenis 
with the same or similar purpose zdministered by PJM-EIS. 

"GATS Certifica.tes" ineans certificates recognized by GATS and associated with 
the generation of electricity from the Facility. 

"Good Utility Practice(s)" means the practices, methods, and acts (including the 
practices, methods, and acts engaged in or approved by a significant portion 0.8 the 
power generation industry, $he Transmission Operator or NERC) that, at a particular 
time, in the exercise of reasonable judgment in light of the facts known or  that should 
reasonably have been known a.i the time a decision was made, would have been 
expected to accomplish the desired result in a manner consistent with law, regulation, 
p e rin its, cod e s ,  stand a rd s , e y LI i p ment man u fact u 1-e r's recoiii in end at ion s , re I ia b i I it y , 
safety, environmental protec.iion, economy, and expedition. Good Utility Practices are 
not infended to be the optiinal practice, method or act .Lo the exclusion of all others, but  
rather are intended io be any of the practices, methods or acts generally accepted for 
facilities similar to the Facili.ty in the region in which the Facility is locat,ed during the 
relevant time period. With respect lo the FaciMy, Good Utility Practice(s) includes taking 
reasonable steps to ensure that: 

(A) e q CI i p me nt , inate ria Is reso LI rces , and s ii p p I ies , i nclud i ii g spa re 
paris inventories, are available in commercially reasonable quantities to meet the 
Facility's needs; 

(B) sufficient operating personnel are availalole ta operate the Facility 
on a 24 hour basis in accordance with reasonable industry operating practices for power 
generation equipinent and are adequately experienced and .trained and liceiised as 
necessary to operate the Facility properly, eh'iciently, and in coordination with Pur chaser 
and are capable of responding to reasonably foreseeable Einergency conditions 
whether caused by events on or ofi the Site; 

(C) preventive, routine, and non-routine maintenance and repairs are 
performed on a basis that enables, to a commercially reasonable extent, reliable, long- 
term and safe operation, and are performed by knowledgeable, trained, and 
ex p e r k  n ce cf person n F I uti I iz i ii CJ in ro per e cl LI i I:, me nt an cl too Is ; 

(D) appropriate monitoring and testing are performeci to de"lrniine t1ia.t 
ecluipmen.t is functioiiing in compliance with this REPA; 

I<eniucky Power Company 
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(E) equipnient is not operated in a reckless manner, in violation of 
manufacti.irei-'s guidelines or in a manner unsafe to workers, the general pulnlic, or the 
interconnected system or in violation of applicable law; and 

(F) eyuipineni and components iiieet or exceed the standard of 
durability that is generally used for electric generation operations of this type in the 
region in which the Site is located and will function properly over ilie full range of 
ainbient temperature and weather conditions reasonably expected to occur at t h e  Site 
(which are not Force Majeure events) and under  both normal and reasonably 
anticipated Emergency conditions (which are not Force Majeure events). 

"Governinental Authority" means any federal, state, local or iiiunicipal 
governinental body; any governriiental, cluasi-govern,nelital, regulatory or administrative 
agency, coinmission, lnody or other authority exercising or entitled to exercise any 
administrative, executive, judicial, legislative, policy, regulatory or taxing authority or 
power; or any coirit or governmental tribunal. 

"Hazardous Materials" means any substance, material or particulate matter that 
is regulated by any Goveriitmntal Authority as an environinental pollutant or dangerous 
to public health, public welfare, or the natural environment including protection of 
nonhuman forins of life, land, water, groundwater, and air, including any material or 
substance that is (i)  defined as "toxic," "polluting," "hazardous waste," "liazardous 
material," "hazardous substaiice," "extremely hazardous waste," "solid waste" or 
"restricted hazardous waste" under any provision of local, state, or federal law; ( i i )  
petroleum, including any fraction, derivative or additive; ( i i i )  asbestos; (iv) 
poly c h lo i-i n ated b i p h e n y Is; (v) rad io active in ate rial ; (vi) de s  ig n ate d as a "11 aza r d o u s 
substaiice" pursuant to the Clean Water- Act, 33 U.S.C. $7251 et sey. (33 1J.S.C. 
§125'1); (vii) defined as a "hazardous waste" pursuant to the Resource Conservation 
and Recovery Act, 42 U.S.C. s690.1 et sey. (42 U.S.C. $6901); (viii) defined as a 
"hazardous substance" pursuant to the Comprehensive Environiiiental Response, 
Compensation, and Liability Act, 42 U.S.C. ($3601 et seq. (4.2 U.S.C. $3601); (ix) 
defined as a "chemical substance" under t h e  Toxic Substances Control Act, 15 U.S.C. 
$2601 et seq. (15 U.S.C. $2609); or (x) defined as a pesticide under tlie Federal 
Insecticide, Fungicicle, and Rodenticide Act, 7 U.S.C. $136 et seq. (7 U.S.C. 5,136). 

"liidemniiiecl Pauty" shall have ,ihe nieaning set forth in Article '17~ 

"lnc!emnifying Party" shall have t h e  meaning set forlh in Article 'I 7. 

"Interconnection Agreement" means ,the sepamte generation interconnection 
agreement helvveen Seller and the Interconnection Provider for interconiiection of tlie 
Facility to the Transinission Provider's System, as such agreeiiwit may be ainencleci 
from time to time. 

"lnierconnec"lon Facilities" means the facilities necessary to conned 
Transniission Provider's System So the Point of Delivery, including breakers, bus work, 
b u s  relays, and associa.ted equipinen't installed by the Interconnection Provider for tlie 
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direc'c purpose 0.i interconnecting the Facility, along with any easements, rights 0.F way, 
surface use agreeiiients and other interests or rights in real estate reasonably 
necessary for the construction, operation and mahtenance of such facilities. 
Arrangernents for the installation and operation of t h e  Interconnection Facilities shall be 
g ove r n e d by .C h e I nierco n n ect io n Ag ree tn e i ~ t .  

"Interconnection Provider" rneans t h e  Transmission 0pera.tor oi any 
Transmission Provider responsible for t h e  operation of t h e  Interconnection Facilities and 
other equipment and facilities with which the Facility interconnects at the Point of 
Delivery. 

"Issuer" means (a) with respect to a Security Fund in the form oi' a letter of credit 
or Cash, a Crediiwoi-thy Bank, or (I]) with respect to a Security Fund in the forin of a 
paynieni- guaranty, a Crecliiwoi-thy Entity. 

"Locational Marginal Price" or  "LMP" means the hourly integrated market clearing 
marginal price for Energy, including losses and congestion, at t h e  Point of Deliveiy. 

'i ,000,000 watts. 
"MW" means megawatt, an arnoun'i of power equal to 1,000 kilowatts or 

"MWii" means nieyawait-hour, an amount of power equal io 1,000 kilowatt-hours 
or 1,000,000 watt-hours. 

"NERC" ineans the North American Electric Reliabili.ty Corporation. 

"NERC Holiday" means every Day other than a Saturday or Sunday which the 
NERC declares to b e  a holiday for power scheduling purposes. 

" N e t  Replacement Energy Cost" means, for any Coniraci Year, the positive 
difference, if any, beIween (i) khe Replacemenl Energy Cost (on a $/MWh basis) for 
such Contract Year and (ii) an amount equal to (a) the Contract Rate (on a $/MWh 
basis) for such Contract Year mintis (b) 'the Average Capacity Value (on a $/MWh 
basis) for such Contract Year. 

"Non-Power Attributes" ineans any clmracleristic of the Facility related to its 
benefits to the environment, inclirding any avoided, reduced, displacecl or off-set 
emissions of poiliitants to the air, soil OP water such as snl. f~~r dioxides (SO,), nitrogen 
oxides (NOx), carbon monoxide (CO), mercury (I-lg), particulates, and any other 
pollutant h i  is now or inay in the future be regulated under feclcrzl, state or local 
pollution control laws, regulatiioi7s or ordinances or any voluntary rules, guidelines or 
programs; and further include any avoided einissions of carbon dioxide (C02) and any 
other greenhouse gas (GI-IG) that contributes io the actual or potential threat of altering 
t he  Earih's cliniale by trapping heat in the atmosphere. Non-Power Attributes do not 
inclLicfe Reiiewable Eiiergy Incentives and other federal, state or local tax credits, 
deductions and other tax Iienefi.ts and finaiicial incen.tives related -to the owiiership of 
the Facility or the sale l o  Purchaser of the output thereof. 
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"OATT" means tile FERC filed Open Access Transmission Service Tariff of the -- transmission Operator, as  it may be  amended and approvecl by FERC. 

"0 p e  rat in g Keco rds" mea tis ope rat i n g log s , b I ue p r i n k  fo r co n st r ~i ctio n , o pe I-a t i i i  g 
manuals, all warranties on equipment, and all documents, whether in priii.tecl or 
electronic format, that the Seller uses or inaintains for the operation of ,the Facility. 

"Other Compliance Charges" means any Peak-I-lour Period Availability Charges, 
Geiieration Resource Rating Test Failure Charges, Peak Season Mainteiiance 
Compliance Penalty Charges, Load Management Event Penalty Charges and Daily 
Load Mariagernent Test Failure Charges, as sucli charges are defined in the PJM 
Manuals and Agreeinenis (including any such charges under Schedule 9-5 (Capaci.ty 
Resource and Obligation Management Service) and Schedule 9-6 (Managernenl 
Service Cost) of the OATT. 

"Output Shoi-ifall" means, for any Contract Year, the positive difference 
(expressed in MWh), ii: any, between ( i )  the Adjusted Renewable Energy for such 
Coniract Year aiicl ( i i )  the Committed Renewable Energy for such Contract Year, as 
furtlier described on Exhibit I.. 

"0 ut 13 u t  S h o I-% I I Licl u id atecl D ain ag e s" means , for any C o nira ct Yea r, I iq 11 id ated 
damages in  t h e  amoui1.t equal to the produci of (i) the O~ilput Shortfall for such Contract 
Year and (i i )  the  Net Replacement Energy Cost. 

"Output Shortfall Notice Date" shall have t h e  meaning set forth in Section 
12.1 (F). 

"Penalties" means penalties imposed by Governinental Authorities 

I' Pe rso 11" mea n s an in d ivid u a I ,  co rp o r aiio i i  , I im it ed I ia b i I ii y co m pan y , vo I u nI a iy 
association, joint stock company, business tiusl, partnership, Governmental Aulhoriiy, 
or oilier entity. 

"PJM" means PJM Inierconnection, LLC 

"PJM Manuals and Agreements" means, collectively, ( i )  ail instructions, rules, 
procedures and guidelines established by PJM, ( i i )  all documents and protocols issiiecl 
by PJM arid ( i i i )  all agreements to which Seller, Purchaser or any Affiliates of Purchaser, 
on tlie one hand, and PJM, on the other hand, are paities, either bilaterally or in conceri- 
with other entities, as may be in effect from time to time, in each case for the operation, 
planning, am1 accounting requireinents of PJM and tlie PJM Iii'ierchange Energy 
Market, iiicluding the OATT. 

"Point of Delivery" means t h e  [ ] Id/ point, as showti on Exhibit G ,  at which point 
the cluantiiies of Renewable Energy and Ancillaiy Services delivered are recorded and 
rneasiried by the Inter-corinec.tion Provicter's revenue ineter-s. 
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"Pre-Delivery Period Renewable Energy Production" means all Renewable 
Energy Products which are produced by the Facility prior to the corninencement of the 
Delivery Period. 

"PI-oduction Tax Credits" or "PTCs" means tax credits applicable to electricity 
produced from certain renewable resources pursuant to 26 U.S.C. 5 45, or any 
substantially equivalent tax credits applicable to Seller based on its ownership or 
operation oi' the Facility or on the produciion and sale of Renewable Energy to ihe 
Purchaser. 

"Proration Factor" means, if the Contract Year or Delivery Year in which the 
Delivery Period commences or the Contract Year- or Deliveiy Year in which this REPA is 
terminated or expires is less than a full calendar year, tiien, wi.ih respect to sucli 
Contract Year or Delivery Year, an amount equal to a fraction, the numerator of which is 
the number of Days falling within the Delivery Period in such Contract Year or Delivery 
Year, and the denominator of which is 365 or 366, as applicable to the calenclar year 
that includes such Contract Year or Delivery Year. 

"Qualified Operatoi" ineans a Person that has (i) substantial experience in 
operating and maintaining electric generation facilities in the United Siaies and (if) met 
all applicable requirements under applicable law for operating and maintaining the 
Facility, including the requirements of the Transmission Operator A Person will be 
deemed to have sucli substantial experience i f  it is a Person that has at least five (5) 
years of experience in operating and maintaining electric generation facilities in the 
United States. 

"Renewable Energy" nieans the ne1 electric Energy generated exclusively by the 
Facility from biomass and delivered to the Point of Delivery as rneasurecl by the Electric 
Metering Devices installed pursuai1.t to Seckion 5.4.. Renewable Energy shall h e  of a 
power quality of 60 cycle, three-phase alternating current that is coinpliant with the 
I rite rco n n e ciio n Agree me nt. 

"Renewalnle Energy Cer'iificate" or "REC" tneans any credit, certificate, allowance 
or sirnilar riglit ,that is rela.tecl to the Non-Power Attributes 0.f the Facility, wiietlier arising 
p u rs ua nt to law , reg u la t io 11, ce rt ificatio t i ,  ma r kets , .E rad i ii g , &set, 13 I- ivaie .ira n s actio n , 
re i i  e wa b I e p o rlto I io sta n cl a rct s , vo I u i i fa I y p 1-0 g I-a m s or ot I i  e ivv i s e ,  With o ut I i in it i n g 5h e 
generality of 'the foregoing definitions, RECs shall iiiclucle GATS Certii'icates. 

I<en;uci:y Power Conipany 

-1 5- 



I<PSC, Case No 20 13-00144 
IWC's First Sei oiDaia Reuqesis 
Received May 10, 20 13 
lfem No 5 
Aiiachineni I 
Page 22 o f  1OG 
REDACTED 

"Renewaisle Energy Incentive" means: (a) federal, siate, ancl local tax credits or 
other tax incentives associated with the construction, ownership, or production o i  
electricity from the Facility (includiiig Production Tax Credits, credits under Sections 38 
and 4.5 of the Internal Revenue Code as in e,ffect from .time to time during the Term and 
any gran,ts paid in lieu iliereof); (b) any federal, state, and local governmental or 
nongovernmental payments, grants or other negotiable attributes relating in any way to 
the Facility or the output thereof; and (c) any other form of incentive that is not a Non- 
Power Attribute or Beneficial Environi-nental Attribute that is available with respect io tlie 
Facility. 

I' Re i i  e w a b I e En erg y Pro cf u c t s " me a n s , co I lec t ive I y , t h e Renew ab I e E ii e r g y an cl 
Ancillary Services produced by the Facility and all of the associated Capacity, RECs 
and other Beneficial Environniental Interests. 

"REPA' means this Renewable Energy Purchase Agreement beiween Seller and 
P u rc h as e I-, in c I ci d in g t li e Ex h i lo its attach e d I? e reto. 

"Replacement Energy Costs" means, for any Contract Year, Purchaser's average 
cast of replacement Renewable Energy, or Energy plus Coniparable Renewable Energy 
Certificates, over such Contract Year, calculated in accordance with parf (c) of Exhibit I. 

"Resale Costs" ineans the greater of ( i )  zero and (ii) an aniouiit equal to (a) the 
net payments that Purchaser would have made to Seller for Renewable Energy 
Produc.ts purchased under .this REPA at the applicable Contract Rate, but which 
PLircIiaser failed to purchase, less (b) tlie net amoun.ts realized by Seller from the resale 
a,t the Point OF Delivery of the Renewable Energy Products that Purchaser was required 
to accept in accordance with this REPA, but which Purchaser .failed to do, adjusted for 
the cost of transmission of Energy incurred in connection with such resale, plus (c) 
directly associatecl transaction costs. Additional costs may include any Penalties 
incurred by Seller as a resuli 0.F the Purchaser's nnn-performance that are recoverable 
under Section 20.3. 

"RFC" means the ReliabilityFirsi Corporation, one of the eight regional reliability 
couiicils approved by the North American Electric Reliability Corporation (NERC). 

"Sclied u led OLitagelDe rat in y " means a p Ian ned i n k  r r ~ i  p'ti on or reduction of the 
Facility's generation hy Seller .that both ( i )  has heen coordinated in advance with 
Purchaser, with a mutually agreed start date and duration, and (ii) is required for 
inspection, or preventive or corrective maintenance. 

"Security Fund" means the i:uncl that Seller is required .to establish and maintain, 
pursuant 50 Section 1 'I :if as security for its performance uiider this REPA. 

"Seller's Interconnection Facilities" nieans tlie equipnient inelween the high side 
disconnec.5 0.i' ihe step-up transl'ori-i.ier and the Point of Delivery, inclLicling all related 
re laying 1-7 I-otect i o n an cl p h y sica I s tru cki re s as we I I as a I I ,ira i i  s m is s io n faci I i t ies r-eq L! i red 
to access the Transmission Provider's System ai: .the Point of Delivery, along with any 
easements, rights of way, surface use agreements and other interests or rights in real 
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estate reasonably necessary for t h e  construction, operation and inain.tenance of such 
facilities. On the high side of the step-up transformer it includes Seller's load control 
equipment as provided for in the Interconnection Agreement. This equipment is located 
within the Site and is concept~~ally depicted in Exhibit B to this  REPA. 

"Site" m a n s  the parcel or parcels of real property on which the Facility will b e  
constructed and located, including any easements, rights of way, sutface use 
agreements and other interests or rights in real estate reasonably necessaiy for .the 
construction, operation and maintenance of t h e  Facility. The Si.k is more specifically 
described in Section 3.2 and Exhibit 6 to this  REPA. 

"Tax" or "Taxes" shall have the meaning set forth in Section 20.2. 

"Term" means the period of time during which this REPA shall remain in full force 
and effect, and which is fur ther  defined in Article 2. 

"Transmission Operaior" ineans PJM or any siiccessor independent system 
operator, regional transmission operator or other transinission operalor from tirne to 
lime having authority to control the transmission Control Area to which the Facility is 
interco 11 nected I 

"Transmission Provider" means any Person or Persons that owns, operates or 
controls facilities used for t h e  fransmission of Energy from the Facility in interstate 
comme rce . 

"Trail sin iss ion Provider's S y ste in" means the co n t ig i i  o 1.1 s I y in te I co n n ecf ecl 
electric .transniission facilities, including Interconnection Provider's Inkrconnection 
Facilities, over wtiicli the Transmission Provider has rights to provide for the  bulk 
transmission of Capacity and Energy from the Point of Delivery. 

"IJnforced Capacity (IJCAP)" means, with respect -to any Delivery Year, the 
Installed Capacity ((CAP) of t h e  Facility multiplied by a fraction, the numerator of which 
is one ( , l )  and .tile denominator of which is -tile EFOEd of the Facility, as determined by 
PJM in accorciance with t h e  PJM Manuals and Agreements (equation currently in 
Section 1.86 of t h e  PJM Reliability Assurance Agreement). 
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ARTICLE 2 
TERM AND TERMINATION 

This REPA shall Iiecoine effective as  of the date of its execution, and shall 
remain in full force and effect until the date thal is ,twenty (20) years after the clay before 
the first clay of the Delivery Period, subject to any early termination provisions sei: forth 
herein (the "Term"). Applicable provisions of this REPA shall continue in effect aRer 
termination, including early terminalion, to the exteiii necessary to enforce or coinplete 
the duties, obliga,tions or responsibilities of the Parties arising prior lo termination and, 
as applicable, to provide for: final billings and adjustments related to the period prior to 
termination, repayment of any money due and owing to either Pal-iy p u r s m n t  to this 
REPA, repayment of principal and interest associated with security Funds, tlie 
indeinnifications specified in this REPA, and the resolution of disputes between the 
Parties. 

ARTICLE 3 
FAC I L ITY DESCR I PTlO N 

3.1 Summary Descripiion. 

Seller shall endeavor to consiruci, own, operate, and maintain the Faciliiy, which 
shall consist of a fluidized bed boiler, a sieam turbine generator aiid associated 
equipment having an approximate designed maximum O L I ~ ~ L I ~  of 60 MW Exhibit B l o  
th i s  REPA provides a detailed description of the Facility, including ideniification of the 
equipment and components, which make up the Facility. The aggregate nominal or 
"narneplaie" MW rating of tlie equipment comprising t h e  Facility will not exceed 60 MW 
at a n y  time during the  Term. Any additional boilers or turbine-generator sets installed 
on tlie Site shall not comprise t h e  Facility or share the  same Point of Delivery or 
1-everiue meter used in connection with th is  REPA. 

3.2 Location. 

T h e  Facility shall h e  located on the Site and shall be identified as Seller's Hazard 
Facility. The Facihty is located in Perry County, l<entucky. A scaled map that identifies 
t h e  Site, the location 0% the Facility at the Site, the location of t h e  Point of  Delivery and 
the location of the irnporianl ancillary facilities and Interconnection Facilities, is included 
in Exhibit E to this REPA. 

3.3 General Design ofthe Facilitv,. 

Seller shall consfruct tlie Facility in accordance with Good Utility Practice(s), the 
lnterconnectioii Agreement and rules of ilie Transmission Operator, including the PJM 
Manuals and Agreements. During Comrnercial Operation, Seller shall maintain .the 
Facility according -to Good Utility Praciice(s) and the Interconnection Agreement. 111 
addition to the requireinenis oi' the Interconnection Agreement, the design of the Facility 
shall at all times include nietering accuracy cLIrren.i t,ransformers and voltage 
transformers located at t h e  Point of Deliver\/ (or some other poii1.t mutually agreed to Iiy 
the Parties) a s  required io connect to the Electric Metering Devices. 
i<en;ucicy Power Company 
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ARTICLE 4 
COMMERCIAL OPERATION 

4.1 Commercial Operation. 

Subject to Sections 4.1 0, the  Facility sliall achieve tlie Commercial Operaiion 
Date, and shall be f~illy capable O F  reliably producing .the Renewable Energy Products 'lo 
be  provided under  this REPA and delivering such Renewable Energy Products io 
Purchaser at Ihe Point of Delivery, no bter than t h e  Coniniercial Operation Milesfone. 

4.2 

4.3 Site Renoit  

f I n le nt i o n a I lv 0 1-fl it tedl. 

Seller shall conduct a Phase I environtnenlal investigation of the Site and shall 
provide Purchaser, on or before sixty (60) days after the execution of this  REPA, with a 
copy of the drafl report summarizing such investigation, together with any data or 
information generaied pursuant to such investigation. 

4.4 Facility Contracts. 

Seller sliall provide 'io Purcliaser, within ihirty (30) Days after execu-tion 0.f this 
REPA, a certificate of an officer of Seller, in a form reasonably acceptable to Purcliaser, 
slating that Seller has the boiler, turbine, and generator under contract to satisfy its 
obligations hereunder. Upon reasonable notice and request by Purchaser, Seller shall 
provide Purchaser with copies of major engineering drawings relating to the Facility. 
Information that is commercially sensii-ive, confidential or proprietary, as  reasonably 
determined by Seller, inay be redacted from tlie documents provided .to Purchaser 
pursuant to this paragraph. All such information shall be  treated as confidential 
information subject to Section 20.15 hereof. Seller shall provide sufficient information for 
Purchaser to be reasonably assured that Seller has contracted with finaiicially 
responsible vendors as part of t h e  Facility cons.kruction process. 

4.5 Progress Reports. 

Commencing upon t h e  execution of this REPA, Seller shall submit 'io Purchaser, 
within t h e  first fifteen (1 5) Days of each calendar imonih until the Commercial Operation 
Date is achieved, reporls regarding development and construction progress in a form 
reasonably satisfactory to Purchaser. These progress reports shall describe the status 
of the ctevelopmeni: and construction of the Facility as 0.f t h e  end  of t h e  precediiig 
month, including (a) a description of t h e  progress of clevetopiiient and construction, (b) 
an explaiiaiion of any inaterial cliariges in the developnient aiicl construction schedule 
and (c) aii estimate of the Conimercial Operation Date. Cominencing upon the date 
t1ia.i is .two rnonths prior to the earlier of (x) the Coniinercial Operation Milestone aiicl (y) 
the estimated Coi-iimetcial Operation Daie, Seller will acldifionally advise Purchaser 
\mxdtly on the status 0.f Facility Commissioning until the Coinmercial Operation Date is 
achieved. 

I<cntucky Power Company 
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4".G Purchaser's Riqlits During Constr~iction 

Piirchaser shall have the right to monitor the construction, start-up and tesiing of 
'die Facility, and Seller shall comply with all reasonable requests of Purcliaser with 
respect .to the monitoring of Lliese events, provided, however, that Purchaser provides 
Seller reasonable advance written notice, shall not unreasonably interfere with or 
disrupt the activiiies of tlie Seller. Seller shall cooperate in such physical inspections of 
Ihe Facility as may be reasonably requested by Purchaser during and after coinpletion 
OF construction. All persons visiting the Facility on behalf O F  Purchaser shall cornply with 
all of Seller's applicable safety and health rules and requirements. Purchaser's 
technical review and inspection of tlie Facility shall not be construed as endorsing the 
design thereof nor as any warranty of safety, durability, or reliabiliiy of the Facility. 

4.7 Conditions 'io Commercial Operation. 

Seller shall notify Purchaser when the Facility has achieved tihe Cominercial 
Operation Date, which notice shall not be unreasonably wi.thIield or delayed by Seller. 
This notification is contingen"c upon Seller providing evidence reasonably acceptable to 
Purchaser of the satisfaction or occurrence of all of the conditions set forth in this 
Section 4.7 ("Conditions") and shall include a declaration by Seller to that effect. The 
Parties agree that review and approval of such Conditions may o c c ~ ~ r  on an ongoing 
and incremental basis, pending resolution of any dispu-te, as such Conditions are 
satisfied. The Conditions are: 

(A) Seller has successfully completed that testing of the Facility, which 
is required by the Financing Documents, the Facility's permits issLlecl by Governmental 
Auihorities, the Interconnection Agreement, Seller's operating agrecmenls, Seller's 
engineering, procurement and construction ("EPC") agreement, and manufacturers' 
warranties for the coininencement of comniercial operations ai the Facility; 

(E) an officer of Seller, familiar with the Facility, has provided a list of 
the Facility's boiler, furbine, and generator, showing the inalte, model, serial number 
and designed maximum output (nameplate capacity) of each ; 

(C) the Facility has achieved initial synchronization with the 
Transmission Provider's System; 

( D) a n independent p 1-0 fess io n a I en g in ee r 's ce iii f ka t  io ii h as been 
obtained by Seller stating (i) thzt the Facility has been completed in all niatsrial respects 
(excepting punch list items that do not materially and adversely a8ect tlie ability of the 
Faci1i.i.y to operate as intended hereunder) in accordance with this REPA and (ii) the 
clesigned inaximum ou'tp~rt of each lurbine/generator 0.f the entire Facility, which iota1 
shall riot exceed 60 MW; 

(E) ihe interconnection of the Faci1i"Ly to the Transmission Provicler's 
System has been completed in accordance with the Interconnection Agreement and has 
operated ai: a generation level acceptable to tlie Interconnection Provider iii accoi-dance 
with the operating requirements of t h e  Interconnection Agreement; 
Kentucky Power Company 
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(F) Seller has macle all arrangements and executed all agreements 
required to deliver the Renewable Energy froin the Facility to the Point of Delivery in 
accordance with the provisions of this REPA; 

(G) [Intentionally Omitted]; 

(1-1) all arrangements for the supply of required eleckric services to the 
Facility, including the supply of turbine unit start-up and shutdown power and Energy, 
house power and maintenance power have been completed by Seller separa.te from th is  
REPA, are in effect, and are available for the s ~ i p p l y  of such electric services to the 
Facility; 

( I )  the Security Fund meeting t h e  requirements of Article 'I 'I has been 
established; 

(J) certificates of insurance evidencing the coverages requiied by 
Aiiicle 16 have been obtained and subniitkd to Purchaser; 

(K) Seller has submitted to Purchasei- a certificate of an officer of Seller 
familiar with the Facility after d u e  inquiry stating .that (i) all permits, consents, licenses, 
approvals, and authorizations recli,kd to b e  obtained by Seller froin any Governmental 
Authority to construct and operate the Facility in compliance with applicable law and this 
REPA have been obtained and are in full force and effect, ( i i )  Seller is a PJM member, 
and (iii) Seller is in compliance with t h e  terins and conditions of this REPA in all ma.terial 
respeck; 

(L) Seller has made all necessary filings and applications with 
Goveriimei-rtal Authorities for accreditation and participation in GATS and in any 
applicable federal ceriification program aiid state REG certification programs reasonably 
designated by Purchaser (including Kentucky, Ohio, Illinois, Maryland, Pennsylvania 
and West Virginia), pursuant io Section 10.9; 

Seller shall have provided t h e  following items to Purchaser at least 
ninety (90) days prior to Coniinercial Operation: (1) ihe boiler, turbine, and generator 
layoui: and the generator manufaciurer's power curve; and (2) a non-binding, good faith 
12 month x 24 iiour.forecast of net Energy production froin the Facility; provided that t h e  
data set foiih in the foregoing item ( 7 )  above shall be ~ipda'iecl and re-submitted lo the 
PLirchaser no later than five (5) Business Days after t h e  Commercial Operation Da.te.; 

(M) 

(N) Seller sliall have provided Purchaser with a copy of the -Final Phase 
I environmental report referred to in Section 4.3 and either ( i )  S L I C ~  report shall confirm 
that no conditions involving Environmen.tal Contamination exisi. ai or under the Si-te that 
would materially impaci performance of Seller's obligations under this REPA or (i i )  
Seller sliall provide to Purchaser prior to the Com~mercial Operation Date a remediation 
plan for re in oval oi' such Environ menta I Co ilia in in at ion ; an ci 

(0) Seller shall have estahlisheci with PJM the node (virtual unit)  
described in Section 5.3(A). 
Kentucky Power Company 
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4,8 

Seller shall coordinate the prorlirction and clelivery of Pre-Delivery Period 
Renewable Energy Production with tile Transmission Operator and be responsible for 
all scheduling activities and shall be en.fitled to all credits and charges associated with 
the delivery of such Pre-Delivery Period Renewable Energy Production into PJM for 
Seller's acco~~nt .  Purchaser shall cooperate with Seller to facilitate Seller's testing of the 
Facility necessary to satisfy the Conditions sef foiih in Section oc.7 as applicable. 

P re-D e I ive ry Per io d Re n ewa b le En e rqv Prod u ctio n I 

4.9 QF Waiver. 

For so long as this REPA is in effect, Seller waives, and agrees not to asseii, the 
rights Seller may have againsi Purchaser .to cause Purchaser to purchase or transmit 
energy or capacity pursuant to '1 8 C.F.R. section 292.303 or section 292.304 by virtue 
of the status of the Facility as a yualifying cogeneration facility as defined in the Public 
IJtility Kegula,iory Policies Act of .197S, as amended. 

4. I O  Delav Liquidated Damaqes 

IF Seller fails to meel the Commercial Operation Milestone, Seller shall pay 
sucli delay '("Delay Liquidated Damages") in .the 
commencing on the Day after the Conimercial 

Omration Milestone and ending on the dale that the Commercial Operation Date is 
adhieved. Each Party agrees and acknowledges that (i) the damages that Purchaser 
would inccir due to a delay in tlie achievement of the Commercial Operation Date by the 
Commercial Operation Milestone wouid he c1iRicul.t or impossible to predict with 
ceriainty, (ii) the Delay Liquidated Damages contemplated by this provision are a fair 
and reasonable calculation of such damages, and (iii) the required payment by Seller of 
suck Delay Liquidated Damages shall be Purchaser's sole remedy for such delay and 
the Facility's failure io acliieve the Commercial OperaCion Date by the Commercial 
Operation Milestone. A delay in tlie Commercial Operation Date shall no1 be an Event of 
Default, except as provided in Section 12"1(E)" 

ARTICLE 5 
DELIVERY AND METERING 

5. '1 S e I le r's and P 1.1 rch aser's 0 bl i ci a'ii o n s , 

Subject to, and in accordance will?, the terms ancl conditions of -this REPA, 
Purchaser does hereby agree .to purchase and pay for all of the Facility's Renewable 
Energy Products, and Seller does hereby agree io sell and deliver, or cause to be 
delivered, all of ihe Facility's Renewalole Energy Products during the Delivery Pel-iocl. 
Purchaser shall have tile exclusive right to pi,rrchase and receive all of the Renewable 
Energy Prodircts during .the Delivery Period, with the exception of Energy produced by 
Seller for its owm use at the FacilZy for station power. Seller shall not offer, sell or make 
available any of the Facility's Renewable Energy Products or dispatch any oi' the 
Facility's Renewable Energy Proclucts to or for the inenefi-t of Seller (except for i.Ls own 

l<e i i  t ucl; y P owe r C o m 11 a in y 
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use at the Facility for station power) or any other Person during .the Delivery Period, 
other than to Purchaser. 

5.2 Required O p e r a m .  

Except to tlie extent the Facility is actually unavailable or limited (including in 
accordance with Good Utility Practice(s) and due to curtailments Lcnder Section 7.4(A)), 
Seller shall operate tlie Facility to provide the Renewable Energy Prod~icts to Purchaser 
in all hours of ihe Delivery Period. Seller agrees that, notwi.thstanding anything herein to 
the contrary, Seller will noi: curiail or otherwise reduce deliveries of Renewable Energy 
Pr0duc.k in order to sell such Renewable Energy Products to other purchasers. 

5.3 Deliverv Arranqements. 

(A) Prior to the Commercial Operation Date, Seller shall establish and 
shall maintain throLighout the Term with PJM, a node (virtual unit) for purposes of 
identification of tlie Facility's Renewable Energy Products and ihe operating reserves 
and other charges and credits for which Seller is responsible under Section 5.6. 

(E) Seller shall be responsible for all interconnection, electric losses, 
'cransmission and ancillary service arrangements and costs required to deliver ihe 
Renewable Energy and Pre-Delivery Period Renewable Energy Production .from the 
Facility to Purchaser at the Point of Delivery. Purchaser shall h e  responsible for all 
electric losses, transmission and ancillary service arrangements and costs required to 
receive the Renewable Energy at the Point of Delivery and deliver such Energy to 
points beyond tlie Point of Delivery. 

Seller shall be responsible for paying any and all transmission 
upgrade cos-ts identified by the Transmission Operator as Seller's responsibility in oi-der 
.io designafe the Facility as a Capacity Resource. 

(C) 

5.4 Electric Metering Devices. 

(A) Seller will comply with the terms and conditions of the 
Interconnection Agreement. The following provisions on Electric Metering Devices shall 
apply only io .the exten.t they do not conflict with the performing Pariy's rights and 
obligations under the Interconneciion Agreement or the OATT, as applicable. 

(B) Seller shall provide Purchaser with reasonable advance notice of, 
and perini.t a representative of Piirchaser to witness and verify, inspections and tests of 
the Electric Metering Devices, provided, however, Ihal Purchaser shall not 
tinreasonably interfere with or disrupt tlie activities 0-f Seller and shall comply with all oi' 
Seller's safety standards. Upon request by Piirchaser, Seller shall perforlii acidilional 
inspections or .tests of any Electric Metering Device and shall permit a qualified 
representative of Purchaser to inspect or witness tlie testing of any Electric Metering 
Device, provided, however, that Purchaser shall noli Liiii-easonably interfere with or 
disrupt tlie activil'ies of Seller and shall coinply with all of Seller's safety siandards. The 
actual expense of any such requested additional inspection of iesting shall 13e borne by 
Ih i tucky  Power Coiiipaii:, 
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Purcliaser, unless upon such inspection or testing an Electric Meeering Device is found 
to register inaccurately by more than the aliowable limits establishecl in this Article, in 
which event the expense of the requested additional inspection or testing shall be borne 
by Seller. If requestecl by Purchaser in writing, Seller shall provicle copies of any 
inspection or testing reports to Purcliaser. 

Purchaser and Seller each may elect to install and maintain, at its 
own expense, backup metering devices ("Back-Up Metering") in addition to the Electric 
Metering Devices. Each Party, at its own expense, shall inspect and test its Back-Up 
Metering upon installation and at least annually thereafter. Each Paiiy shall provide the 
other Party with reasonable advance notice of, and permit a represelMive of the other 
Party to witness and verify, such inspections and tests, provided, however, that the 
obseiving Party shall not unreasonably interfere with or disrupt t h e  activities of the 
,testing Party and shall comply with all of the testing Party's safety standards. Upon 
request by a Party, the other Party shall perform additional inspections or tests of its 
Back-Up Metering and shall permit a qualified representative of the  requesting Party to 
inspect or witness the  testing of such Back-1Jp Metering, provided, however, that the 
observing Party shall not unreasonably interfere with 01- disrupt the activities of the 
testing Party and shall coinply with all of t h e  testing Party's safety standards. The actual 
expense of any sucli requested additional inspection or testing shall be borne by ihe 
requesting Party, unless, upon s~ic1-1 iiispection or testing, the Back-Up Mei-ering is 
found to register inaccurately by more than the  allowable limits established in th i s  
Article, in which event the expense of the requested additional inspection or testing shall 
be  borne by t h e  testing Party. If requesied by the requesting Party in writing, the .testing 
Party shall provide copies of any inspection or testing reports to the requesting Party. 

(C)  

(D) If any Electric Metering Devices, or any Back-Up Me.lering, are 
found to be  defective or inaccurate, they shall h e  adjusted, repaired, replaced, or 
recalibratecl as near a s  practicable to a condition of zero error by the Party owning such 
defective or inaccurate device and at that Party's expense. The Paiiy cliscovering sucli 
defect or inaccuracy shall promptiy notify the other Party of such cliscovery. 

5.5 Acliustment for Inaccurate Meters 

(A) The ,foilowing provisions on Adjustnieni ~ O J -  Inaccurate Meters shall 
apply only to tlie extent they do IIO.~  conflici witti t h e  performing Party's rights and 
obligations under t h e  Interconnection Agreement or the OATI,  as  applicable. 

(E) If an Electric Metering Device, or Back-llp Metering, fails to 
regis.ter, or iic the nieasurenient inade by an Electric Rlleteriny Device, or Back-Up 
Metering, is found upon testing -to b e  inaccurate by more than one percent ('I "0%) froin 
the measureiixwt macle by tlie si-andard ine.ler used in the test, an adjustment shall be 
made correcting all iiieasureinents by the  inaccurate or defective Electric Me'tering 
Device, or Rack-Up Metering, for both 'die amount of tlie inaccuracy and i i ie period 0.f 
t h e  inaccuracy, in tlie following manner: 

I<entucky Power Coinpany 
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(C) In the event that the Electric Metering Device is found to b e  
defec'iive or inaccLirate, the Pai-iies shall use the Back-Up Metering, if installed, to 
determine the ainount of such inaccuracy, provided, however, ,that tiw Back-up 
Metering has been tested and inaintaineci in accordance wi-ih the provisions of t h i s  
Article. If lsoth Parties have installed Back-Up Metering, and the Back-Up Metering of 
both Paiiies is inaccurate by not more than one percent ('I .O%) from the measureinenis 
made by the standard meter used in the test, i l ie readings from the Back-up Metering 
whose readings mos'i closely conforms with the ineas~irernenls made by the standard 
meter shall be used. In the  event that neither Party has installed Back-up Metering, or 
the Back-up Metering is also found to be inaccura.te by more than one percent (1.0%) 
from the measui-enwnt made by the standard mekr used in the test, the Paiiies shall 
estimate .the amount of tlie necessary adjustment on the basis of deliveries of 
Renewable Energy r'roin the Facility during periods of similar operating conditions when 
the Electric Metering Device was registering accurately. The adjmtnient shall be made 
for t h e  period during which inaccurate measurements were made. 

(D) In the event that the Parties cannot agree on the actual period 
during which the inaccurate measurements were made, the period during which the 
measui-emelits are to be  adjusted shall be tlie shorter of ( i )  the last one-half of the 
period froin the last previous lest of t h e  Electric Metering Device .io the test that found 
the Electric Metering Device to be defective or inaccurate, or ( i i )  the one hundred eighty 
(1 80) Days iminediaiely preceding the test that found the Electric Metering Device to be 
ddective or inaccurate. 

(E) To the extent that t h e  adjustment period covers a period of 
deliveries .for which payment has already been made by Purchaser, Purchaser shall use 
the  corrected measurements as determined in accordance with this At-ticle to recoinpule 
the amount due for t h e  period of the inaccuracy and shall subtract t h e  previous 
payments by Purcliaser foor th is  period from such re-computed amount. If the diiference 
is a positive number, the diiference shall be paid by Purchaser to Seller; if the difference 
is a negative number, tha.t difference shall be  paid by Seller to Purchaser, or at the 
discretion of Purchaser, may take the form of an offset to payments due Seller by 
Ptcrchaser (or by payment to Purchaser, if sufficient payments do n0.t remain to 0ffse.i). 
Payinent of such difference by the owing Pai-ty shall be made not later than thirty (30) 
Days after [he owing Paiiy receives notice of the amount due,  unless Purchaser elects 
payment via an offset. 

5.6 Schedulinq Arrangements. 

The node established pursuani to Section 5.3(A) shall represen.t the Facility's 
account or Seller's (or Seller's agent's) market participani account, which for avoidance 
of doubt will contain solely those charges and credits related to the Facility, and the 
Parties will effeckmte delivery and receipt of Renewable Energy Products at the Point 0.F 
Delivery as  ~I 'o l lO~~s: 

I<enlLicky Power Company 
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(A) 
Litilizing a [day-ahead] forecast. 
Seller’s day-ahead PJM offers. 

(13) Seller will inalte approphte, Linilateral entries in PJM’s eScliedule 
system at day-ahead LMP in a quantity for each clay equal to the actual ainouni: of 
Renewable Energy produced by the Facility on that day (as reflected in PJM‘s eMeter 
system). 

(C) Seller will be responsible for all imbalance costs, operating 
reserves, congestion charges, losses and all other PJM charges incurred by Seller (or 
Seller’s agent) in connection therewith and receive all credits, associated with the n e t  
difference between the day-ahead and real-time LMP associated with the deviation 
between the day-ahead award and offer under Section 5.6(A) and the actual amount of 
Renewable Energy produced by the Facility (as reflected in PJM’s eMeter system). 

Seller will offer the Renewable Energy of the Facility into PJM 
Purchaser will have the right to review and audit 

(D) Seller siiall he responsible for all costs related to delivery of Pre- 
Delivery Period Renewable Energy Production and Renewable Energy to the Point of 
Delivery or to the extent any such costs are incurred as a result 0.f the failure by Seller 
to curtail deliveries in coiinection with a Reliability Cur-tailmenf or Economic Curtailment. 
Seller shall be responsible for all imbalance costs, operating reserves, congestion cosis, 
losses and all other PJM charges incurred by Seller (or Seller‘s agent) and receive all 
associated credils, at the Point of Delivery and for delivery of the Renewable Energy or 
Capacity at and from the Point of Delivery, excluding any such costs arising from t h e  
.failure by Seller to cui-tail deliveries in connection with a Reliability Cuiiailnient or 
Economic Curtailmelit. To fhe extent either Party (or its agent) incurs costs or 
expenses which are the responsibility of the other Party under this Section 5.6, such 
costs or expenses shall he added to or shall be netted against the invoice for 
Ren ewa b le En erg y . 

(E) The parties will effectuate the delivery and receipt of Capacity from 
the Facility by timely malting and confirming appropriate unit speci.iic, bilateral 
transactioiis in PJM’s eRPM system of “Uno-ifereci Capacity” (as defined i17 PJM Mai7ual 
18, PJM Capacity Market, Revision: 7, Effecfive: August 18, 2009)” 

ARTICLE 6 
CONDITIONS PRECEDENT 

6. I Purchaser’s Condition Precedent. 

(A) No later than ___ (-) clays after execution of this REPA, 
Purchaser shall file an Approval Application with tile Commission for approval by 
the Commission of  this REPA. If the Comniission fails -to issue an Approval Order 
by Pi.rI-chaser, by notice .io Seller deliverecl on or before 

may tenninafe this REPA, without any iui-ther- financial or other 
ohligation .to Seller as a result 0.F such t.erminatiion; provided that, iF Putchaser has 
no”L on or prior to , provided notice to Seller oi’ a termination of this 

i(enlucl;y Power Company 
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REPA a s  a result of the failure to obtain the Approval Order, Purchaser shall h e  
deeriied to have waived its right .to terminate ,for failure to achieve such condition 
precedent 

(B) Purchaser froin time io tiine during the Perm of this REPA may file 
with the Coininission one or more Cost Recovery Requests. In the event that 
Purchaser files a C0s.t Recovery Request during the Term of this REPA, but 
despite coinmercially reasonable eiforis, is unable to obtain a Cost Recovery Order 
within .tile Cost Recoveiy Approval Period, Ptnrcliaser by notice to Seller delivered 
on or prior to tliirty (30) days after expiration of,the Cost Recovery Approval Period, 
may terminate th is  REPA, without any further financial or other obligation to Seller 
a s  a result of such termination; provided that, Purchaser shall remain liable to 
Seller for any amounts clue under  this REPA prior lo the deliveiy of the notice of 
termination. Purchaser and Seller further agree that Purchasei- tnay file inore than 
one Cost Recovery Request during the Term of this REPA and that Purchaser’s 
right to terminate this  REPA in the event Purchaser fails io receive a Cost Recovery 
Order within the Cost Recovery Approval Period shall attach to each such Cost 
Recoveiy Request. 

ARTICLE 7 
SALE AND PURCHASE OF RENEWABLE ENERGY 

7.1 Sale and Purchase. 

Beginning on ihe Commercial Operation Date, Seller shall generate froin the 
Facility, deliver io t h e  Point of Deliveiy, and sell to Purchaser, and Purchaser shall 

Kentucky Power Company 
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7.3 Title and Risk of Loss. 

A s  between the  Parties, Seller sliall b e  deemed .to be in control of the Renewable 
Energy output .from the Facility u p  to the Point ou' Delivery, and Purchaser shall he 
deemed to be in control of such Renewable Energy output from and aRer the Point of 
Delivery. Title and risk of loss related to t h e  Renewable Energy delivered by Seller to 
Purchaser hereunder shall transfer from Seller to Purchaser at tlie Point of Delivery. 
Title and  risk of loss of the  Renewable Energy Certificates and any Comparable 
Renewable Energy Certificates shall pass from Seller to Purchaser a s  provided in .the 
rules governing GATS. 

7.4 C LI rtailinents . 

(A) Seller shall a-i all titnes cluring the Term comply with t h e  directives 
of t h e  Transmission Operator, t h e  Transmission Provider and the Interconnection 
Provider given pursuant to .the Interconnection Agreement. In acldition, Purchaser shall 
have the right to notify Seller, by telephonic communication or other method as  
reasonably determined by Purchaser, of a Reliability Cuifailmen,t directed by the 
Transmission Operator, the Transmission Provider or the Interconnection Provider or of 
an Economic Curtailment. In all cases of Reliability Curtailment, Seller shall reduce tlie 
net Energy delivered by t h e  Facility at tlie Point of Deliveiy to the level directed by the 
Transmission Operaior, the Transmission Provider or the Interconnection Provider, as 
applicable. I f  Purchaser receives any such directive of Reliability Curtailment, Purchaser 
shall promptly notify Seller of the maximum amount of Renewable Energy, if any, during 
such Reliability Curtailment that Seller may continm to deliver and Seller shall ensure 
that t h e  amount of nei Energy clelivered by the Facility at .the Point of Delivery does no& 
exceed such amount. Except a s  provided in Section 7:1, no compensatioii shall be clue 
from Purchaser to Seller as a result of any curfailmen'i of the Facility's genera-tion arising 
from any Reliability Curtailment directed by  the I ransmission Operator, the 
Tra n s m i ss io n Provider or the I n te I-co 1-1 ii ect io n P I-ov id e I-. Any Eco i i  o m ic C LI rta i I m e nt  by 
PLirchaser shall he of the entire Facility Capacity or portion thercol' n0.t less than 
mini in LI in ope ration a I I i m  i i. P LI rc 1.1 a se r s h a I I pay S e I le I_ li li e Eco 1-1 o in ic C 11 1-ta i I me n t  

- 

I<eniucky Power Company 
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Reiinbur-semen.t Amount for the  Econoniic Curtailmeni Energy during periods of 
E co i i  o m ic C u iia i l  ine nt a 1-1 cf t h e  Economic C u rta i Iiiient Rei m I3 u rse ine nt A in o u ii-t w i I I Io e 
Seller's sole coinloensaiion froin Purchaser as a result of Economic Curiailinent. 

(E) Purchaser shall be entitlecl to declare an Ecoiioinic Curiailmeiit by 
notice .to Seller at any time during the Deliveiy Period. With respect to each such 
C i i  ria i I me n t : 

(1) Purchaser shall promptly notify Seller, by  telephonic cornmLinication 
or other method as reasonably determined by Purchaser, of the beginning and end 
Clock Hours of t h e  Econornic Curtailment. 

(2) Upon receipt of such notice, Seller has the option, in  its sole 
discretion, of (A) fully reclucii1g or ceasing deliveries of Renewable Energy from the 
Facility pursuant to the  Purchaser's instruction, or (e)  not reducing or ceasing (or only 
partially reducing or ceasing) deliveries froni the Facility as provided in the Purchaser's 
instruction, and selling t h e  excess Renewable Energy so delivered to one or inore third 
parties in accordance with Good Utility Practices. If Seller selects option (A), Purchaser 
shall pay Seller the Ecoiioinic Cui-tailinent Reiiiibursemeiit AniouiTt for the resulting 
Ecoiioiiiic Ci.irtai1men.t Energy. If Seller selects option (E), Seller shall promptly notify 
Purchaser of such selection, Purchaser shall pay Seller the Econoinic Sold Curtailmen-i 
Reiinhursement Amount for the resulting Econoinic Sold CLit-tailmeni. Energy and, if 
ap p lica h le, t h e  Economic C i i  rta i I me nt  Rei in b u rse men I: Am o u iit for any res u It i ii g 
Economic Curtailment Energy. Purchaser shall be  entitled to all RECs associated with 
such Economic Sold Curtailment Energy. 

With respect to any Economic Curtailment occurring in any month, 
the iiivoice provided for such month by Seller pursiiant to Section 9.'1 o i  this REPA shall 
include a statement showing Seller's computation of ( i )  the  Economic Curtailment 
Energy, ( i i )  the Ecoiioinic Cui"ri1inent Reimbursement Amount, ( i i i )  the Economic Sold 
Curtailment Energy and (iv) t h e  Economic Sold Curtailmeni Reimbursement Amount, in 
each case to the extent applicable to such Economic Ciir'iailment. 

( 3 )  

(4) Each Party agrees and ackiiowledges that (i )  t h e  daniages that 
Seller may incur as a result of an Economic Curiailment by Seller would be difiiculi. or 
impossible .to pi-edicl with ceri'airi.ty aiicl that the amoun,ts contemplated by Section 
7.4(B)(2) are a fair and reasonable calculation of S L I C ~  damages, and ( i i i )  the required 
payment Coy Purchaser p~~rs~ ian t  to such Section 7.4(8)(2) shall be Seller's sole remedy 
.for such curtailment. An Economic Cur'cai1men.t shall not he an Event 0.f Default. 

7.5 Renewable Emxlncent ives .  

(A) If, for any  ieason, Seller does not receive the Renewable Energy 
Iiicentives for any pel iod, the cost of Renewalole Energy Products delivered to 
Purcliaser under  this REPA shall no.& b e  affected, and the irislc OF not obtaining the 
Renewable Energy Incentives shall be boriie solely by Seller.. 

Kentucky Power Conipany 
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(E) Seller shall he entitled to all Reiiewahle Energy Incentives, and 
Purchaser ackiiowleclges that Seller has tile riyhi to sell or transfer the Renewable 
Energy Incentives, at any rate and upon any .terms and conditions that Seller may 
determilie in its sole discretion without liability .to P~irchaser hereunder. Purchaser shall 
have no claim, rig1i.l or interest in such Renewable Energy Incentives or in any amount 
that Seller realized from the sale of SLICII incentives. 

ARTICLE 8 
PAYMENT CALCULATIONS 

8",1 Pavinents at Contract Rate. Commencing on the first clay of the Delivery 
Per-iocl, Purchaser shall pay Seller for the Renewable Energy delivered to Purchaser by 
Seller to the Point of Deliveiy and for other Renewable Energy Products associated 
therewith at the Contract Rate set forth in Exhibit C. 

8.2 No Payment Obligation. For avoidance 0.f doubt, Purchaser shall not be 
obligated to make any payment to Seller under Section 8:l for any Energy which, 
regardless oF reason or event of Force Majeure affecting either Paify, (i) does not 
qualify as Renewable Energy, (ii) is no.[ ineasured by the Electric Metering Device(s) 
installecl pursuant to Section 5.4, as such measurement may be adjusted pursuant ,to 
Section 5.5, or (iii) is delivered to Purchaser at a location other than the Point of 
Delivery I 

ARTICLE 9 
BILLING AND PAYMENT 

9.1 Billing Invoices. 

The monthly billing period shall be the calendar month. No later than ten (IO) 
Business Days after .the end of each caleiidar month, Seller shall provide to Purchaser, 
by first-class mail or eteclronically, an invoice for the amouiit due Seller by Purchaser 
for the services provided by Seller and purchased by Purcliaser, under this REPA, 
during the previo~is calendar month billing period. Seller's invoice will show all hilling 
paraiiieters, Contract Rates and factors, and any other da.ta reasonably pen'inent to the 
calculation of monthly payments due to Seller. Seller's fail~ire io timely provide 
Purchaser with the inontlily invoice shall not waive Purchaser's responsibility for 
payment under the terms stated in Section 9.2 below, except as provided in Section 
'1 3.9(6). 

9 2 Pay inents . 

(Jn less otherwise specified herein, payments due under this REPA shall be due 
and payalde on or before the later of (i) .the twentieth (20th) Day oi: tlie month lPollowing 
the moi-ttli to which such payment relates and (ii) the tenth ('10th) Business Day 
following receipt of the billing invoice. Unless Seller directs Purchaser otheiwise, all 
payineiits by Purchaser to Seller sliall be made by electronic funds ti-ansferer. if the 
ainoLiti't due is not paid on or loefore the due date, a late payment charge shall be 
applied to the unpaid balance and shall he added to tlie next hilling statement. Such late 
i<entucky Power Company 
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payinent charge shall be calculated using an annual interest rate eqLial to the priiiie 
lending rate as inay from time ,to time be published in The Wall Sfreet Joiinial uiider 
"Money Rates" on such Day (or if not published on such Day on the mosi recent 
preceding Day on which published), plus two percent (2.%)" If the due date occurs on a 
Day that is not a Eusiness Day, the late payiiienl cliarge shall begin to accrue on the 
next succeeding BLisiness Day. 

9.3 Billinci Disputes. 

PLrrcliaser may dispute invoiced amounts on or prior to the secoiid (2") 
anniversary of ,the issuance of the invoice related to such invoiced amounts, hut sliall 
pay io Seller the undisputed portion of invoiced amounts on or before the invoice due 
date. To resolve any billiiig dispute, the Parties shall use the procedwes set forth in 
Section 13.9. When the billing dispute is resolved, tlie Party owing shall pay the amoun.t 
owed wi.thin five (5) Business Days of the date of such resolution, with late paynient 
interest charges calculated on tlie amount owed in accordance with the provisions of 
Section 9.2 from .the date such amount was originally due. Purchaser and Seller at any 
time may offset against any ancl all amounts that may be dice and owed to the other 
Party under this REPA any amounts that are owed by such other Party to PLirchaser 01- 
Seller, as applicable, pursuant to this REPA including damages and o.ther payments. 
Llndisputed and non-offsel portions of amounts invoiced under this REPA shall be paid 
on or before the due date or shall be subject to the laie payment interest charges set 
foori-h in Section 9.2. 

ARTICLE '10 
OPERATIONS AND MAINTENANCE 

10.1 Facility Operation. 

Seller shall siaff, control, and operate the Facility consistent at all times with 
Good Utility Practice(s) and the Contract Administration Procedures cleveloped prrrsuani 
to Section 10.3. Personnel capable of stai-fing, operating, atid stopping the Facility shall 
be available, either at the Facility or capable of remotely starting, operating and 
stopping the Facility within ten (10) iniiiutes' notice. In all cases, personnel capable of 
starting, operating, ancl slopping tlie Facility shall be continuously reachable by phone 
or pager. Seller shall maintain the Communications Equipmeni in goocl opera.ting order 
at all .times during the Term. 

,102 w a g e  and Performance Reporting 

(A) Seller shall comply with all NERC, RFC and the Transmission 
Operator generating Linit outage and performance repoii-ing requirements, as they may 
be revised from time to time, and as they apply to the Facility. 

(B) When Forced Outages of twenty percent (20%) or greater of the 
Facility occiir, Seller shall notify Piirchaser of the existence, nature, and expected 
duration of the Forced Outage as soon as practical, IWc iii no event later than (i) thirty 
(30) minutes after the Forced Outage occurs if it OCCLI~S during normal fsusiness hours 
IKeniucky Power Company 
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or (ii) the beginning of nornial business hours i.i: such Forced Outage occttrs oi~tside of 
normal business hours. Seller shall thereafter inform Purchaser of changes in t h e  
expected duration of the Forced Outage unless relieved of this obligation by Purcliaser 
for the duration of each Forced Outage. 

(C) Seller shall provide Pim5iaser with prom@ notice of any 
ma Ifu n c t io n or 0th e r fa i I u re of th e Coni mu n icat i o n s Equip me ni:. 

10.3 Contract Administration Committee and Contract Administration 
Procedures. 

(A) Purchaser and Seller shall each appoint one representative and 
one alternate representative to act in matters relating to the Parties' perforinance 
obligations under this REPA and to develop operating arrangements for the generation, 
delivery and receipt of Renewable Energy hereunder. Such representatives shall 
constitute the Contract Administration Committee, and shall be as specified on Exhibit 
D. The Parties shall notify each other in writing of sLich appointments and any changes 
thereto. The Contract Administr-ation Committee shall have no authority to modify the 
terms or conditions of this REPA. 

(5) Prioc to the Commercial Operation Date, the Contract 
Aclininistraiion Committee shall develop mutually agreeable written Contract 
Administration Procedures which shall include, but not be  limited to, method of day-to- 
day co m m u n i cat io n s ; m e te r i i i  g , te I em e le  r i n g , te lec o ni m u n i c at i o n s , and d aia a c cl ii i s if i o n 
procedures; key personnel list for applicable Purchaser and Seller operating centers; 
operations and maintenance scheduling and reporting; Renewable Energy reports; uni.l 
operations log; and such other rnatters as may be mutually agreed upon by the Parties. 

10,,4. Access to Facilitv. 

Appropriate representatives of Purchaser shall at all reasonable .iirnes, inclr.iding 
weelteiids and nights, and with reasonable prior notice, have access to the Facility to 
read meters, to perform maintenance and service of Purciiaser's equipment and to 
perform all inspections and operational reviews as may h e  reasonably appropriat,e to 
facilitate the performance of this REPA; provided that Purchaser does not interfere in 
any inaterial respect with the operation of the Facility, avid causes all persons visiting 
,the Facility on its behalF to comply with all 0.f Seller's applicable safeiy, health and 
si ni i la r r LI les a lid recl u ire rn en t s. 

.I 0.5 Reliabilitv Standards. 

Seller shall operate the Facility in a manner that complies in all inaterial respects 
wi-th all national anci regional reliability standards, inclucling standards se.! by the 
Transmission Operator, RFC, NERC and the FERC, or any successoi' agencies setting 
reliability standards ior the opera.tion 0.f generation fxilities. l o  .the e:cient lhai Seller 
does not operate the Facility in accordance with such standards -illat result in monetary 
penalties being assessed to Purchaser by the Transinission Operatoi, RFC, NERC, or 
the FERC, Seller shall reimburse Purchaser for its share of sLicIi monetary penalties. 
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10.G Beneiicial Environmenial Interests 

I he Parties acknowledge that iuiure or existing legislation or regulation may 
creaie value in the ownership, Lrse or allocation of the Geneficial Environmental 
Interests of the Facility. Purchaser shall own or be entitled io claim all Beneficial 
Environnieiiiral Interests lo the extent they may exist diaring the Perm. 

- 

10.7 Availability Forecast. 

(A) On or prior .to the tenth Business Day of each month commencing 
after the Cori7iiiercial Opemiion Date ,  Seller will furnish Purchaser with a notice setiiiig 
forth its good faith estiniale of (i) the hourly availabilities of the Facility for such month 
and the next inonih and (ii) the expected average daily availability of the Facility for 
each of the ten ( I O )  months subseqmnt to such nexi month. With respect to the 
preceding clause (A)(i), if Seller later updates its availability eslirnates for such periods, 
it shall deliver to Purchaser a revised notice setting forth its then current good faith 
estiniate of hoLirly availabilities of the Facility for the balance 0.f such month and for the 
next month. Seller does not guarantee the accuracy of said notices and said notices are 
only intended to be its good faith estimate of the projected availability of the Facility at 
t h e  time such notice is given. 

(B) (6)Seller shall furnish to Purchaser a notice substantialfy in the 
forin attached hereto as Exhibit K (an "Availability Notice") at or before 9:OO a.m. EPT 
on the Business Day ininiedialely prior to the first Day to which sLich Availability Notice 
shall relate that shall set forth the Facility Capacity that Seller anticipates will actually lie 
available in each hour through the next Business Day and each subsequent Business 
Day to which sLicii Availability Notice relates. Seller also shall furnish to Purchaser a 
revised Availability Notice promptly aFter the OccLirrence of any Force Majeure event, 
Forced Outage, unscheduled oufage or oiher unplanned maintenance, derating, or 
other event that woulcl reduce or in.ferrupt Renewable Energy or Ancillary Services 
associated with the Faciliiy Capacity or cause the controlling Availability Notice to lie 
inaccurate or incomplete in any material respect, with a description of ihe circumstances 
thereof. Each sticli Availalnility Notice shall h e  effective until delivery of a subsequent 
Availability Notice. Seller does not guarantee "re accuracy of said Availability Notices, 
and said Availalnility Notices are only intended to be its good faith esiiinate of the 
projected availabili.ty oi tile Facility at the time such notice is given. 

10.8 P P i e c l  MainteDice Schedule. 

No la.ter than (a) the Coininercial Operation Date and (is) I\NO months prior to 
each calendar year thereafter during the Term, Seller shall submit to Purcliasei- a 
schedirle of plannecl inainienance foI the following calendar year for the Facility, which 
schedcile shall be upclatecl by Seller by each March 31 and Sep.i.eimber 30 thereafter to 
cover .the twelve inonth period following each such update. Sv.ch schedule shall he 
consistent with the reqLiireii?eiits 0.F Good Ilti1i.Q Practice and the Interconnection 
Agreei-newt, and otherwise in accordance with .&his REPA. F\!o plannecl maiiiteiiance of 
.the Facility substation or any oilier. portion of the Facility that woulcl ariec-i- the availability 
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of more than 10% of t h e  Facility Capacity at any one time may be scheduled during the 
months of January, February, June, July, A L I ~ L I S - ~  or December during the Delivery 
Period; provided, however, that planned inaintenance may be scheduled during such 
period to the exient (i) required by or necessary to preserve any equilnnient warranties 
or ( i i )  t he  failure to perform such planned main'tenance is confrary to operation in 
accordance with Good Utility Practice(s). Such sciierlule, and each supplement thereto, 
shall indicate the planned commencement and completion dates for each planned 
i-naintenance during the  period covered thereby, as well as  the affected poiiion(s) of the 
Facility. If Purchaser desires .io change the scheclirled cornmenceinent or duration of 
planned maintenance, the Purchaser shall notify t h e  Seller of the requested change and 
the  Seller shall use reasonable efforts to accommodate the requested change. At least 
one ( . I )  week prior to any planned maintenance, Seller shall notify Purchaser via e-mail 
or felephonically of the expected commencement date of such planned maintenance, 
t h e  affected por'cion(s) of $he Facility during such planiied maintenance and the 
expected completion date of such planned iiiaintenance. A s  soon as  practicable, all 
such telephonic notification shall be confirmed in writing. 

lO.9 REC Ceriification, 

(A) Seller shall be responsible for causing the GATS Cer'cificates 
delivered under  this REPA to meet all requirements for entry into GATS aiid as  
otherwise specified by PJM-€IS. Seller shall b e  responsible for registering and 
maintaining compliance during the duration 0.i this REPA with GATS and ?lie PJM-€IS 
and will b e  responsible .for timely delivery as  allowed by GATS aiid PJM-EIS. The 
Parties will effectuate the delivery and receipt of the GATS certificates by malting and 
conformiiiy appropriate entries into GATS and otherwise as  specified by t h e  PJM-EIS. 

(B) Seller shall, at its own cost, fake all actions necessary to register for 
and maintain participation in any applicable system or program established by t h e  
federal Governmental Authority and the States of Kentucky, Ohio, Illinois, Maryland, 
Pennsylvania and West Virginia, along with any other State(s) reasonalnly designa.&ecl 
by Purchaser, 'io monitor, track, certify or .trade RECs. To the extent necessary, Seller 
shall assign 'so Purchaser all rights, title and authority for Purchaser to register, own, 
hold and maiiage cerfificates that represent RECs in Purchaser's own name and to 
Purchaser's accouni-, iiiclucling any rights associated with any  s~ic1-1 renewable energy 
information or tracl<iiiy system that may h e  established with regard io monitoring, 
tracking, cei-i.ifyiny, or trading such RECs. Upon the request of Purchaser from time to 
time, at no cost io Purchaser-, (i) Seller shall deliver or cause to be delivered to 
Purchaser such attestationslcer-iir'icatioiis of RECs as  may be required to comply with 
any such cei-tification system or program, aiid ( i i )  Seller shall provide full cooperation in 
connection with Purchaser's registration and certification of RECs. Purchaser shall 
assist Seller with .ihe rnaiters described in this subsection (B) to the extent reasonably 
recprestecl by Seller during the 'Term. 

.I 0.1 0 Public Stateineii'is/Other Use. 
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Without the written conseiit of Purchaser, Seller shall nol: (I) make any pulnlic 
statement or representation that is inconsisteiit with Purcliaser's entitlement to the 
Renewable Energy Products (or any portion thereof), (2) use the Facility's Beneficial 
Environmental Interests to meet any federal, state or local renewable energy 
requirement, renewable energy procuremeiii, renewable energy portfolio standard or 
other renewable energy mandate, or (3) advei-ke, market, sell, retire, convey or 
otherwise transfer or seek lo transfer .the Facility's Beneficial Environmental Interests, 
which rights are expressly reserved .to Purchaser during the Term of this REPA.. 

10.1 1 Real-Time Information. 

Purchaser will have the option to require that Seller provide real-time data to 
P LI rc h ase r con siste lit vv it h Purchaser's rea I-t i m e data procedures an cl I:, rocesse s . 
Should Purchaser exercise this option and request such real-time data, Seller will use 
commercially reasonable efforts on and after such date l o  continuously transmit real- 
time date to Purchaser in compliance with Purchaser's real-time da.ta procedures and 
processes. Purchaser and Seller shall each bear the cosi of and responsibilities for 
.their respective systems, equipment and communications links required for delivery and 
receipt of sLicli real-time information. In the event .that Seller fails io continuously 
transmit real-tirne data to Purchaser, and such real-time data transmission has noi been 
restored within 2 Business Days after Purchaser notifies Seller of the failure thereof, 
Seller shall b e  responsible for all imbalance costs, operating reserves, and congestion 
costs under Section 5.6(C) and (D) until such time as i-he transmission of real-time data 
has been restored. 

10:,12 Web-Based Operational Reporting. 

Purchaser may at its option make available to Seller on the Internet a web-based 
reporting system which will provide the Parties with the capability .to yenerate and 
suhmit standardized reporis for purposes of satisfying i-he requirements of the Parties 
contained in Sections 10.2, 10,7 and 10.8. Purchaser will develop user requirements for 
such reporting system in coiisultation wiih Seller. 

ARTICLE 1'1 
SECURITY FOR PERFORMANCE 

I 1  .I Seller Securitv Fund. 

REPA is terniinateci by Purciiaser pursuant to Section 6.1, Purciiaser sliall release file 
Security F~i i id  to Seller within ten (1 0) Business Days of such iermination. 
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(B) In addition to any otlier remedy available to it, Purchaser may, 
before or after terniination of this REPA arid so long as the Security Fund is required to 
be  outstanding afier termination of this REPA pursuant to Section '1 1 . I (F) ,  draw from 
the Security F~ind .  Purchaser may, in its sole discretion, draw all or any part of such 
amounts d ~ i e  to it from any form of Security Fund, and from all such forlns, and in any 
sequence PLirchaser rnay select. Any failure to draw upon the Security Fund or other 
secui-i-ty for any damages or otlier amounts due to Purchaser shall not prejudice 
Purchaser's tights to recover such damages or aixoiinis in any other manner. 

(C) The Security Fcind shall be maintained at Seller's expense, sliall he 
issued by 01- deposited in an Issuer (as applicable), and shall be in .the form of one or 
more 0-f .tile following instrurnents. Seller may replace the form of tile Security Fund at 
any time and from time to time Lipon reasonable prior notice to Purchaser, but the 
Security Fund must at all times be  comprised of one or any combination of the following: 

An irrevocable standby letter of credit in substantially .the form of 
Exhibit L from an Issuer that is a Creditworthy Bank. Such security must  be issued for a 
miniinurn term of fhree hundred and sixty (360) Days. Seller shall caiise the renewal ai- 
ex<ension of the security for additional consecutive terms or' three huiidred and sixty 
(360) Days or more (or, if shorter, the remainder of the period described in Section 
1 'I .I (F)) no later than thiify (30) Days prior to each expiration date of t h e  security. If the 
security is not renewed or extended as required herein (such condition, t h e  "Failure 'ro 
Extend Condition"), Purchaser shall have the right to draw immediately upon the letter 
of credit and be entitled to hold the amounts so drawn as security, provided Purchaser 
satisfies .the conditions of Section 11 .I (C)(Z)(i). If Purchaser does not meet the 
conditions of Section '1 1 .'I (C)(2)(i), Purchaser will place t h e  amounts so drawn in an 
interest bearing account or escrow in accordance with Section 11 . I  (C)(2)(ii), until and 
unless Seller provides a substitute forin of such security meeting t h e  reyuireinents of 
this Section 'I 1 "1. Such amounts shall constitute part 0.f the Security Fund prsuani: io 
Section 11 .I (Cj(2) for all purposes of this REPA (iiicliiding for the  return of such Cash 
to Seller according to Section 1 l . l(F)).  

(2) IJni.ted States currency ("Cash") deposi.ted with (i) Purchaser, 
provided that Purchaser satisfies the following conditions: (a) it is not a defaulting Paify 
and (b) Purchaser is a Creditworthy Entvty. In such event, Purchaser will pay interest to 
Seller on Cash held ai: t h e  Federal Funcls Effeclive Rale and may draw on tlie Cash 
only in 'the circLimstances, and in t h e  amounts, that a letter of credit in the forin of 
Exhibit L could b e  drawn (except that .the Failure to Exiend Condition or Failure io 
Replace Condition shall not apply as a valid reason .for disbursement); or ( i i )  if, and only 
if, Purciiaser does 1101: ineet the afoi-einentionecl conditions of Section 1 .I .'I (C)(2)(i), then 
the Cash shall b e  held with an Issuer that is a Creditworthy Bank, either: (a) in an 
account under which Purchaser is designated as beneficiary with sole mthor i ty  lo draft 
from the account or otherwise access tlie security only in the circumstances, anct in the 
amounts, that a letter ol' credit in .the form of Exhibit L could be drawn (except that the 
Failure to Exiend Condition or Failure to Replace Concli-tion sliall not apply as  a valid 
reason for disbursement); or (b) held by Issuer a s  escrow agent with instruciioiis io pay 
claims made by Purchaser pursuant to this REPA, such iiistructions to allow drawing by 

( ' I )  
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Purchaser only in the circumstances, and in the amounis, .that a letter of credit in the 
form of Exhibit L coiilcl be dravvn (except that the Failure l o  Extend Condition or Failure 
to Replace Condition shall not apply as a valid reason for disbursement). Security held 
pursuant to Section 'I .I .'I (C)(2)(ii) shall be subject to the following: (x) include a 
requirement for prompt notice to Purchaser from Seller in the event that tlie suins held 
as security in .the account- or escrow do not at any time ineel the required level for the 
Security Funcl as set foi-ih in this Section 11 .I and (y) funds held in the accoun'i or 
escrow may be deposited in a money-market fcrnd, short-term .treasury obligations, 
iiivestmen'c-grade commercial paper and other liyuid investment-grade investments with 
maturities of three months or less, with all investment income thereon to be taxable to, 
and to accrue for the benefit of, Seller. Seller grants to Purchaser a present and 
continuing first priority security interest in ail Cash which has been transferred to 
Purchaser or held by Issuer. At such times as tlie balance of Cash held by Purchaser or 
by Issuer exceeds the ainouni of Seller's obligation to provide security hereunder, 
Purchaser shall remit to Seller on demand any excess in the accoLint above Seller's 
obligations. 

(3) A guaranty in substantially the form of Exhibit n/l from an Issuer that 
is a Creditworthy Entity. 

(D) li' the Issuer of any Security Fund instrument ceases to be a 
Creditworthy Eank ( in  the case of a letter of credit Issuer or holder 0.i Cash) or a 
Creditworthy Entiiy (in the case of an IssLter of a payment guaranty) or any Security 
Fund instrunierit ceases to b e  in full force and effect, then Seller shall be required to 
replace the affected Security Fund instrument with another Security Fund instrument 
meeting the criteria set forth in Section l I . l ( C )  no later than ten ('IO) Days aRer 
receiving notice from PLirchaser that such replacement of the Security Fund instrument 
is required pursuant to this Section 11 .1(D). If .tile Security Fund instrument is a letter of 
credit and is not replaced as required herein (such condition, the "Failure to Replace 
Condition"), Purchaser shall have the right to draw iinmediaiely L I ~ O ~  the letter 0.f credif 
and !ne en'rii.lecl lo  hold ,the amounis so drawn as security, provided Purchaser satisfies 
the conditions of Seciion 1 1 . 'I  (C)(2)(i). If Purchaser does not meek the conditions of 
Section 11.1 (C)(2)(i), Pccrcliaser will place Ihe amounts so drawn, in an interest bearing 
account or escrow in accordance with Section '1 '1 . I  (C)(2)(ii), until and unless Seller 
provides a substitute form of such security meeting the rec(uirements of this Section 
'I 1 . I .  Such amounts shall constitute part of the security pursuaiii to Section '1 '1 .'I (C)(2) 
for all purposes nf this REPA (including for .the re.turn of such Cash io Seller according 
.lo Section Z 1 :I (F)). 

(E) If any Security FLind instrument is replaced in accordance with 
Section 1"l _.I (C) or 'I 'I :I (D), (i) if the Securiiy Fund instrument replaced is Cash, 
Purchaser shall immediately return the Cash (including any interest eai-ned thereon) -lo 
Seller, or (ii) if the Security Fund instrument being replacecl is not Cash, the Issuer shall 
be deemecl releasecl from all ohligations under- such replaced Secui ity Fund instrument, 
and Purchaser shall execute any documents reasonalnly reciuestecl by Seller- or the 
Issuer thereof to confirm such release. 
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(F) On the la.ter 0.i (i) one hundred eighty ('180) days afer the 
termination or expiration of this REPA or (ii) the resolution of all 'theii-pending disputes 
under this REPA, (a) if Cash is pal? of the Seccrriiy Fund, Purchaser shall immediately 
retLirti 50 Seller SLICI-I Cash (together with any in.terest earned thereon), and (b) if a 
guaranty or letter of credit is pari of the Security Fund, the Issuer(s) that provicled or 
issued such Security F~ i i i d  instrument sliall b e  deeinecl released from all obligations 
under such Security Fund ins.trument, and Purchaser sliall execute any documents 
reasonably requested by Seller or the Issuer thereof to coiifirni S L I C ~  release. 

ARTICLE 12 
DEFAULT AND REMEDIES 

12.1 Events of Default of Seller. 

(A) Any of the following shall constitute an "Event of Default" of Seller 
upon its OccLiri-ence and no cure period shall be applicable: 

(1) Seller's dissolution or liquidation; 

(2) Seller's assignment of this REPA or any of its rights hereunder for 
the benefit of creditors (except for ail assignment to the Facility Financing 
Representative as security under the Financing Docunients as permitted Iny this REPA); 

Seller's voluntary filing of a petition in bankruptcy or insolvency or 
for reorganization or arrangement under the banlwptcy laws of the United States or 
under any insolvency act of any state, or Seller voluntarily taking advantage of any such 
law or act by answer or otlierwise; 

I he filing of a case in bankruptcy or any proceeding under any 
other insolvency law against Seller or i h e  Issuer providing a guaranty pursuant to 
Section 'l'I(C)(3) hereof as debtor, and such case or proceeding has not been 
dismissed within sixty (60) Days; or 

(5) The sale by Seller to a third party, or diversion by Seller for any 
use, of Renewable Energy Proclucts committed to Purchaser by Seller, except to the 
extent permitted by this REPA. 

(B) 

( 3 )  

- 
(4.) 

Seller's failiire .to coinply with its obligations uncfer Section 'I ,1 .'I 
shall constitute an Event of Default of Seller i f  not cured within five (5) Business Days 
after the date 0.F written notice from Purchaser to Seller and the Facility Financing 
Representative as provided for in Section 13.1 ; 

(C)  Seller's failure .to make any paymeni required uncler this REPA (nei: 
of any other rights of offset that Seller' may have pirsuant to Section 9.3), siiall 
constitute an Event of DefauILL of Seller if not cured within ten ( I  0 )  Days after tlie date of 
written notice from Purchaser to Seller and the Facility Financing Representa,tive as 
provided .foI in Section 'I 3.1 ; 
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(D) Any of the following shall constitute an Event of Default of Seller i f  
not cured within thirty (30) Days a'iter the date or' written notice from Purchaser to Seller 
and t h e  Facili'iy Financing Representative as provided for in Section '1 3.1 : 

(I) Abandonmenl; 

(2) Seller's failure to maintain in effeci any inaterial agreeinents 
required to deliver ilie Renewainle Energy committed to Purchaser hereunder to t h e  
Point of Delivery pursuant to Section 5.3, including the Interconnection Agreement; 

Sellei-'s failure to comply with any material obligation under this 
REPA, other ,than as expressly specified in this Ai-ticle 12, which would result in a 
material adverse impact on Purchaser; 

Seller's assignment of this  REPA, or Seller's sale or transfer o i  its 
interest, or any part thereof, in the Facility, except as permitted in accorclance with 
Article 19: or 

(3) 

(4) 

(5 )  Any representation or warranty made by Seller in this REPA shall 
prove to have iseen false in any material respect when made, except to ilie exteni 
espressly limited to the time when made, if such cessation would reasonably be 
expected to result in a nialerial adverse irnpact on Purchaser. 

(E) Seller's failure to meet the Comme ilestone shall 
after the  date constitute an Event of Default of Seller if not cured within 

of written notice from Purclia 
ovided for in Section 13 

(i) i-he Cornniercial Operation Date achieved, or ( i i )  this REPA is terminated. - 
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12.2 

Seller shall provide Purchaser with a notice identifying the Facility Finaiiciiig 
Representative and the Parties shall use cornnlercially reasonable effork to enter into a 
Consent and Agreement in substantially t h e  form of Exhibit 1\1 attaclied hereto with such 
Facility Financing Representative. Following execution of a Consent and Agreement, 
Purchaser shall provide notice of any default of Seller under Section 12.l To the Facility 
Financing Representative, and Purchaser will accept a cure to such Default of Seller 
performed by the Facilify Financing Represenkttive, in accordance with .tile terms 0% .the 
a p 10 I ica b I e C o n se ni: and Ag reem e nt . 

Facilitv Financiers' Right to Cure Default of Seller. 

12.3 Events of Default of Purchaser. 

(A) Any of the followiiig shall constitute an "Event of Default" of 
Piirchaser upon its occurrence and 110 cure period shall be applicable: 

(1) Purchaser's dissolution or liquidation; 

(2) Purchaser's assignment of any of its 1.ight.s hereunder for t h e  Isenefit 
of creditors; 

( 3 )  Purchaser's voluntaiy filing of a petition in bankruptcy or insolvency 
or for reorganization or arrangement Lincler t h e  bankrirp'icy laws of the United States or 
under any insolvency act of any Stale, or Purchaser vokintarily taking advantage of any 
such law or act by answer or otheiwise; 

(4) The filing OF a case in lsaiil<rqYtcy or any proceeding under any 
o.ther insolvency law against Purchaser and si!cIi case or proceeding is not dismissed 
within sixly (60) Days; or 

(5) PLircliaser's assignmen.t of this REPA, excep,i a s  permitted in 
accordance with Article "1 9. 

(B) Purchaser's failure lo make any payinent d u e  liereunder (net of 
ouistanciing clarnages and any other r i c j h k  of offset that Purchaser may have p~irs~raii.t 
to th i s  REPA) shall constitute an Event oi' Defaaull 0.f Pirrcliaser if not cured within .&e11 
( I O )  Days after the date of written notice froin Sellei to Purchaser as provided for in 
Section 13.1. 
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(C)  Purchaser's failure to comply with any niaterial ohligation under -this 
REPA, other than as  otherwise expressly specified in this Article 12, which wocIld result 
in a inaterial adverse impact on Seller, shall consti2ute ail Event of Default OF Purchaser 
if not cwed within thii-iy (30) Days after the date of written notice from Seller to 
Purchaser as provided for in Section 13.l. 

(D) Any representation or warranty macle by Purchaser in this REPA 
shall prove to have been false in any material respect when made, except to the extent 
expressly limited to the time when made, or ceases to remain true during the Term if 
such cessation would reasonably b e  expected to result in a material adverse impact on 
Seller, and shall consti.lute an Event of Default of Purchaser if not cured within thii-iy (30) 
Days after the date of written notice from Seller to Purchaser as provided for in Section 
13.1. 

12.4" Dainaqes Prior to Termiiiatioi:. 

For all breaches or Events of Default (other than ihose in respect of any delay of 
t h e  Counniercial Operation Date and any Output Shortfall, for which Sections 4.1 0 and 
7.2 of REPA provide a remedy that is stated to be an exclusive remedy of Purchaser), 
t h e  non-breaching or non-defaulting Party shall be entitled to receive from the breaching 
or defaulting Party its actual, direct damages resulting from such breach or Event of 
Default. 

12.5 Termination. 

Upon the occurrence of an Event of Defaul'i which has not been cured wi-thin the 
applicable cure period and is continuing, the non-defaul.iing Party shall have t h e  right 'to 
declare, by giving notice to t h e  defaul.ting Party (and, if t he  defaLiItiiig Paify is Seller, io 
the Facility Financing Representative), a date no less than one (1) Day and no more 
than thirty (30) Days after the date 0.f such notice upon which 'this REPA shall terminate. 
Neither Party shall have the right to terminate th is  REPA except as provided for upon 
'the occurrence of an Event of Default as described above or a s  olherwise niay be 
explicitly provided for in this REPA. Except in t h e  even.t of iermination by Purchaser in 
t h e  case of the Event of Default of Seller in Section 'l2.1(E), the non-de.kiiacrItiny Party 
shall be entitled to receive From t h e  defaulting Party, all of the actual ciainages incurred 
by t h e  non-clefaul'iing Party as a result of such termina.tion, inc[Lidiiig the Total 
Replacement Energy Costs or Resale Costs (if any) incurred b y  the non-defauhg 
Party as a result of the termination 0.F this REPA. 111 the event of terminaiion by 
Purchaser in the case ofthe Event of Default 0.F Seller in Section IZ.'l(E), neither Pai-ty 
shall have any liability arising out of siich tei,mination, without prejudice .to Sellei-'s 
obliga.tion to pay Delay Liquidated Damages in respect of the periocl prior to such 
term in at ion . 

12.6 Specir'ic Perforinance. 
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In addition to lhe other remedies specified in this Ai-ticle 12, in the eveni that any 
Imx~cli of his REPA by a Party is i3ot cLirecl within t h e  applicable cure period sei foi-th 
herein, the other Party shall have tlie right to specific perforinaixe 

12.7 Remedies Cumulative. 

Subject to tlie exclusivity of Delay Liquidated Damages provided in Section 4.1 0, 
the Outp~it Shortfall Liquidated Damages and Capacity Shoiifall Liquidated Dainages 
provided in Section 7.2 and the liinitations on damages set forth in Sections 12.4 and 
12.8, each riglit or remedy of ihe Parties provided for in this REPA shall be cumulative 
of and shall be in addition to every other right or remedy provided for in this REPA, at 
law or in equity, and the exercise, or the beginning 0.f the exercise, by a Party of a n y  
one or more or tlie rights or remedies provided for herein shall not preclude the 
sirnultaneous or later exercise by S L I C ~  Party of any or all other rights or reinedies 
provided for herein. 

12.8 Waiver and Exclusion of Other Damages. 

'The Parties confirm that the express remedies and ineasiires of ciainages 
provided in this REPA satisfy the essential purposes hereof. If no remedy or nieasLire of 
darnages is expressly herein provided, the ololigor's liability shall be limited to direct, 
actual damages only. NEITI-IER PARTY SHALL BE LIABLE TO THE OTI-IER PARTY 

INDIRECT DAMAGES, LOST PROFITS OR OTHER BUSINESS Ii\ITERRUPTION 
DAMAGES BY STATUTE, IN TORT OR CONTRACT (EXCEPT TO THE EXTENT 
EXPRESSLY PROVIDED HEREIN); PROVIDED, THAT IF EITHER PARTY IS HELD 
LIABLE TO A THIRD PARTY FOR SUCH DAMAGES AND THE PARTY HELD LIABLE 
FOR SUCH DAMAGES IS ENTITLED TO INDEMNIFICATION THEREFORE FROM 
THE OTHER PARTY HERETO, THE INDEMNIFYING PARTY SHALL BE LIABLE FOR, 
AND OBLIGATED TO REIMBURSE THE INDEMNIFIED PARTY FOR, SUCH 
DAMAGES. To t h e  extent any  damages required to be paid hereunder are liqLticla.ted, 
t h e  Parties acknowledge that the damages are difficult or impossible to determine, that 
otherwise obtaining an adequate remedy is inconvenieii.t, and that the liquidated 
damages constitute a reasonable approximation of t h e  harm or loss. 

FOR CONSEQUENTIAL, INCIDENTAL, PUNITIVE, EXEMPLARY, SPECIAL OR 

12.9 m i m i i t  of Damaues. 

Wilhorit limiting any other provisions of -this Article 12 and at any time before or 
after terniina,iion of this REPA, tile noii-defaulting Party may send the otiier Party an 
invoice for such darnages (including, if applicable, Delay Liquidated Damages, Outp~rt 
S h o rffa I I Liq 11 idateci D a i i i  ages an cl Capacity S ti o \?fa I I L icl LI icl ated Da in ag es)  or ol h e r 
amounts as are clue io the non-defaulting Party at such time froin tlie defaLiIting Party 
wider this REPA and such invoice shall be payable in the manner, and in accordaiice 
with the applicable provisions, set forth in Article 9, including the  provision .for late 
paymen.l charges. 111 the case of damages owed by Seller to Purchaser, Purchaser may, 
subject to the provisions of Section 'I 'I .1, withdraw firlids from the Security Fund, as 
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needed to provide payinent for such invoice if tlie invoice is not paid by Seller on or 
before the tenth (10th) Business Day following tlie invoice due dale. 

12.10 Dirty to Mitigale. 

Each Pady agrees that it has a d~i ty  to initigale damages and covenants that it 
will use commercially reasonable efforts to minimize any damages ii may incur as a 
result of the other Party's performance or non-performance of the REPA. 

ARTICLE I 3  
CONTRACT' ADMINISTRATION AND NOTICES 

q3.I Notices in Writing 

Notices required by this REPA shall be addressed to the other Party, including 
the other Party's representative on the Contract Administration Committee, at tile 
addresses noted in Exhibit D as either Party updates them from time to time by written 
notice to the other Pariy. Any notice, request, consent, or other cornmunica,tion required 
or authorized under this REPA to be given by one Paify to the other Paify shall h e  in 
writing. 1.t shall either h e  hand delivered or mailed, postage prepaid, to the 
representative of said other Pai-ty. If mailed, the notice, request, consent or other 
communication shall h e  simultaneously sent by facsimile or other electronic means. 
Any such notice, request, consent, or other communication shall be deetned to have 
been received by ihe Close of the Business Day on which i f  was hand delivered or 
transmitied electronically (unless hand delivered or transmitkc1 after such close in which 
case it shall h e  deemed received at the close of the next Business Day). Real-time or 
routine coinmunications concerning Facility operations shall be exempt froin this 
Section" 

'13.2 Represenfafive for Notices. 

Each Party shall maintain a designa.ted representative to receive notices. Such 
represeiitative may, at the option of each Party, be the same person as that Party's 
represeniative or alternate representative on tlie Contract Administration Committee, or 
a different person. Either Par"y may, by written notice to the o.lher Party, change .[he 
representative or the address to wiiicli such notices and conimunications are to be sent. 

13.3 Authoritv of Representatives 

The Pal-iies' representatives clesignafed above shall have authority to act for its 
respective principals in all technical matters relating to performance of this REPA and to 
attempt to resolve disputes or potential disputes. However, .they, in their capacify as 
t-epresei~.tatives, shall not have Clie authority to ainciid or modify any provision of this 
REPA. 

l3,4 Operatinq Records. 
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Seller and Purchaser shall each keep complete and accumte records and all 
other data required by each of them for the purposes of proper administration of this 
REPA, including such records as may be required by state or r'eder-al regulatory 
authorities and the Transmission Operator in the prescribed format. 

.13.5 Operating Loq. 

Seller shall inaintain an accurate and up-to-date operating log, in electronic 
foniiat, at the Facility with records 0.f production for each Clock Hour; changes iii 
operating status; Scheduled Otitages/Deratings and Forced Ou,i.ages for the purposes 
of proper administration of [his REPA, including such records as may be required hy 
state or federal regrrlatory authorities and the Transmission Operator in the prescribed 
form at . 

13.6 Billina and Pavment Records. 

To facilitate payment and verification, Seller and Purchaser shall keep all books 
and records necessary for billing and payments in accordance with the provisions of 
Ariicle 9 and grant the other Party reasonable access to those records. All records of 
Seller pertaining to the operation of a Facility shall he maintained on the premises of the 
Facility or ai: the notice address listed in Exhibit D. For audit and verification purposes, 
Seller will grant Purchaser read-only access to the PJM eSuile accounts for the node 
associated with the PJM charges and credits for the Renewable Energy Products from 
the Facility Capacity. 

'1 3.7 Examination of Records. 

Seller and Purchaser may examine the financial arid Operating Records and data 
kepi by the  other Party relating to transactions under and administration of this REPA, 
at any "line during the period the records are required to be maintained, upon request 
an d during ii orm a I business h o u 1-s" 

'13.8 Exhibits. 

Either Party may change the information for their notice addresses in Exhibii D at 
any time upon written notice to bui without the approval of the other Paijy. Exhibit C 
may only be changed in accordance with Seciion 20.4.- Exhibit E may be changed in 
accordance with Section 16.2(B). All other Exhibits may only be modifiecl Iny the mutwl  
agreement oi' Seller and Piircliaser. 

'1 3.9 Dispute Resolution. 

(A) In t,he event of any dispute, controversy or claim arising O L I ~  of or 
relating to this REPA (a "DisprJte"), within ten (1 0 )  Days following the delivered date of a 
written r-eclues'i by either Pai-ty (a "Dispute Notice"), (i) each Pariy shall appoint a 
I-epresentative (incliviclually, a "Pai-ty Representative", together, the "Paii.ies' 
Representatives"), ancl ( i i )  the Parties' Representatives shall meet, iqjotiate and 
aiteinpt in good .Faith lo resolve the Dispute quickly, inforinally and incxpensiveiy. In the 
I<entucky Power Company 
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event the Parties' Representatives have not resolved the Dispute within thirty (30) Days 
after con?rnencement of negotiations, within ten ('I 0) Days following any request by 
either Party ai any time thereaRer, each Party Representative ( I )  shall independently 
prepare a writ.ten suminary of tlie Dispute clescribing t h e  issues and claims, (11) shall 
exhange its surnniary with the summary of ihe Dispute prepared by fhe other Party 
Representative, and (Ill) shall subniii a copy of both summaries to a senior officer ofthe 
Party Representative's Party with authority to irrevocably hind the Party to a resolution 
0' tlie Dispute, Within ten ( I  0) Biisiness Days after receipt 0.f the  Dispute summaries, 
the senior officers ,for both Parties shall negotiate in good faith to resolve the Dispute. If 
tlie Parties have noi resolved .the Dispute within fourteen (14) Days following receipi of 
the Dispute sumniaries by t h e  senior officers, either Pai3y niay seek available legal and 
e q u ita b I e re 1-ii e d i e s , 

Notwii-hstancling any provision in th i s  REPA to the contrary, i.rC no 
Dispute Notice has been issued within twenty-four (24.) months following the occLirrence 
of all events and the existence of all circumstances giving rise io the Dispute 
(regardless of the  ltnowledge or potential knowledge of either Party of such events and 
circui-nstances), the Dispute and all claims related thereto shall be deemed waived and 
the aggrieved Par?y shall tliereafier be barred from proceeding thereon; provicled, 
however, that the limitation set forth in this  subsection (E) shall not apply to any Dispute 
I\loticcs regarding claims for indemnification iinder lhis REPA for .third party claims. 

(C) Seller and Purchaser each hereby knowingly, voluntarily and 
intentionally waive any rights they may have lo a trial by jury in respect of any litigation 
based hereon, or arising oui o%, under, or in connection with, This REPA or any course of 
conduct, course of dealing, statements (whetilei- oral or written) or actions of Seller and 
Purchaser relafed Iiereio and expressly agree to have any disputes arising under or in 
connection with th is  REPA be adjudicat,eci by a judge of the  court having jurisdiction 
without a jury. 

(B) 

ARTICLE 14 
FORCE MAJEURE 

'14.1 Definition of Force Majeure. 

I<entucl(y Power Company 
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14.2 ADplicabiliW of Force M a w .  

(A) O.ther than as set forfh in Section 14.3, neither Party shall be 
responsible or liable For any delay or failure in its performance under this REPA (other 
than t h e  obligation to make payment 0 5  amounts clue and payable under this REPA), 
nor shall any clelay, failure, or other occurrence or event become an Evenl of Default, to 
tlie exten.t such delay, failure, occurrence or event is substantially caused by  conditions 
or events of Force Ma,jeure, provided that: 

notice describing the particLilars of t h e  occurrence of the Force Majeure; 
( ' I )  t h e  non-performing Party gives t h e  o the r  Patiy proinpi writlien 

(2 )  .the suspension of perFoorinance is of no greater scope and of no 
loiiger duration than is required by the Force Majeure; 

(3) the noli-performiiig Party proceeds with reasonable diligence to 
remedy its iriabilily to perlorm and pi-ovides weekly progress repoi-i-s io tlie othei- Party 
describing actions taken to end t h e  Force Majeure; ancl 

(4.) when the lion-performing Party is able to I es~iine performance of iis 
obligations unciei- this REPA, thai Party shall give the other Patty prompt writien iinlice 
to that effect, 
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(B) Except as otherwise expressly provided for in this REPA, t h e  
existence of a condition or event of Force Ma,jeure shall not relieve the Paliies n.F their  
obligations under this REPA (including payment obligations) to the exten.t .that 
performance o i  such obligations is not precluded by the condition or event of Force 
bA aje u re. 

'14.3 Limitations on Effect of Force Maieiire. 

111 no eveni will m y  delay or failure of peiforinance caused by any conditions or 
eveiits of Force Majeure extend this REPA beyond its stated Term. In the event that 
any delay or failure of performance caused by conditions or events of Force Majeure 
prevents the performance of a Party's obligations hereunder in any inaferial respect and 
coniinues for an uninterrupted period of three hundred sixty-five (365) Days from its 
occurrence or inception, as  noticed pursuant I-o Section 14.2(A), the Paiiy not claiining 
Force Majeure may, at any time following t h e  end of such ,three hundred sixty-five (365) 
Day period, ter1nina.k this REPA upon written notice to the affected Party, without 
fui3her obligation by either Party except as to costs and balances incurred prior to 'the 
effective date of such termination. The Party not claiining Force Majeure may, but siiall 
not be obligated to, extend such three hundred sixty-five (365) Day period, for such 
additional time as 8, at its sole discretion, deems appropriate, if t h e  affeclecl Pai-iy is 
exercising clue diligence in its efforts to cure the conditions or events of Force Majeure.. 

ARTICLE 15 
REPRESENTATIONS, WARRANTIES AND COVENANTS 

'I 5.1 Seller's Representations, Warranties and Covenanis. 

Seller hereby represents and warrants as follows 

(A) Seller is a limited liabilily cornpany duly organized, validly existing 
and in good standing under the laws of the State of Kentucky. Seller is qualified io do 
business in each other jurisdiction where t h e  failure to so qualify would have a maierial 
adverse effect on the business or financial conditioii of Seller; and Seller has all 
requisite power and aLiihoriCy to conduct its business, to own its assets, and to execute, 
deliver, and perform its obligations under i h i s  REPA 

(B) The execution, delivery, and perforinance oil iis ohligaiions under 
this REPA by Seller have been duly authorized by all necessary limited liability company 
action, and do not and will not: 

(1) 1-equire any conseni. or appi-oval iny any governing body of Seller, 
other than that which has lieen obtained and is in full force and effect (eviclence ol' 
which shafl be delivered to Purchaser L I ~ O I I  its request)); 

(2)  violate any provision of law, ri.ile, regulation, order, writ, judginent, 
injunction, decree, determination, or award cLirr-en.tty in  effect i -wing  applicability 'io 
Seller or vio1a.i.e ally provision in any forination clocLii1ieii.i.s of Seller, the violation oil 
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which could have a material adverse effect on t h e  ability of Seller to perforni its 
ohligations uiicler this REPA; 

(3) result in  a breach or constitute a default under Seller's forniation 
documents or bylaws, 01- unde r  any agreement relating to the rnanagement or affairs of 
Seller or any indenture or loan or credit agreement, or any other agreement, lease, or 
instrument to which Seller is a pady or by which Seller or its assets may he hound or 
affected, t h e  breach or defaL1l.t of which coi~ld reasonably b e  e):pected to have a 
material adverse effect on the abikty 05 Seller ,to perform its obligations under this 
REPA; or 

(4) result in, or require t h e  creation or imposition of any moiigage, 
deed of t rust ,  pledge, lien, security interest, or other charge or encumbrance of any 
nature (other than a s  may lie contemplated by this REPA) upon or with respect to any 
of the assets of Seller now owned or hereafter acquired, the creation or imposition of 
which could reasonably be expecied to have a material adverse effect on t h e  ability of 
Seller to perrorrn its obligations under  lhis REPA. 

(C) 

(D) 

This REPA is a valid and binding obligation of Seller. 

I lie execuiion and pen'ormance of this REPA will not conflict with 
or constitute a breach or default under  any contract or agreement of any kind to which 
Seller is a party or any judgment, order, statute, or regulation that is applicable to Seller 
or the Facility. 

-- 

(E) To ihe best knowledge of Seller, and except for .those permits, 
consents, approvals, licenses and authorizations identified i i i  Exhibit F, or those which 
Seller anticipates will be  obtained by Seller in the ordinary coiirse 0.i liusiness, all 
permits, consents, approvals, licenses, authorizations, or ofher action required by any 
Goverwmen.tal Authority to authorize Seller's execuiion, delivery and perfoi-mance of this 
REPA have heen duly ohtaiiied and are in f ~ l l  force and effect. 

(F) Seller shall comply with all applicable local, state, and federal laws, 
reg tI lat io n s ~ and o rcl in a n ces, including a p p I ica b I e equal o p po rt ci n it y and affi rin ative 
action requirements and all applicable federal, state, and local environmental laws and 
regulations presen.ily in effect or which may b e  eiiactecl during the Term ofthis REPA. 

(G) Seller shall disclose to Purchaser, the extent of, and as  soon as it is 
known to Seller, any violation 0.; any environmental laws or regulations arising oui of the 
consti'uction or operation of the Facility, or the presence of Environmental 
Contamination at tlie Facility or on tlie Site, alleged to exisi by any Governinental 
Authority having jurisdiction over the Site, or the existence of any past or present 
enforcement, legal, 01- regulatory action or proceeding relating to such alleged violation 
or alleged presence of Enviroiiinental Contamination. 

15.2 Purchaser's Representations, Warranties and Covenants 

Purchaser hereby represents and wai-rants as follows: 
Kenlucky Power Company 
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(A) PLwchaser is a corporation dtIly organized, validly existing and in 
goocl standing under t h e  laws of the State of Kentucky and is qualifiecl to do business in 
each other jurisdiction where the faihre to so qualify woulcl have a material adverse 
effeci upon t h e  business or ,financial condition of Purchaser; and Purchaser has all 
requisite power and authority to conduct its business, to own its properties, and 'io 
execute, deliver, and perform its obligatioiis under this REPA. 

(B) The execution, delivery, and performance of its obligations under 
this REPA by Purchaser have been duly authorized by all necessary corporate action, 
and do not and will not: 

( , I )  require any consent or approval of Purchaser's Board of Directors, 
or shareholders, other than that which has been obtained and is in full force and effect 
(evidence of which shall b e  delivered to Seller upon its request); 

(2) violate any provision of law, rule, regulation, order, writ, judgment, 
injunction, decree, determination, or award currently in effect having applicability to 
Purcliaser or violate any provision in any corporate docuinents of Purchaser, the 
violation of which cocrld have a material adverse effect on the ability of Purchaser to 
perform its obligations under this  REPA; 

(3) result in a breach or constitute a defauli under Pui-chaser's 
corporate charter or bylaws, or under any agreement relating to the managemeni or 
affairs of Purchaser, or any indenture or loan or credit agreement, or any other 
agreement, lease, or instrument .to which Purchaser is a paiiy or by which Purchaser or 
its properties or assets may be bound or affected, the breach or defaul-i: of which could 
reasonably be expected to have a material adverse effect on the ability of Purchaser to 
perform its obligations under this REPA; or 

result in, or require the creation or imposition of, any iiiortgage, 
deed of t rus t ,  pledge, lien, security interest, or other charge or encumbrance of any 
nature (other than as  may be contemplated by this REPA) ~ipon or with respect fo any 
of the assets or properties of Pui-chaser now owned or hereafter acquired, the creation 
or imposition of which could reasonably h e  expected to have a material adverse effect 
on the ability o i  Purchaser to perform its obligations under this REPA. 

(4) 

(C) 

(D) 

This REPA is a valid and binding obligation 0.i- Purchaser 

The execution and performance 0.f this REPA will not conflict with 
or constitute a breach or default rriicler any contract or agreement of any kinci to which 
Purchaser is a party or any  judgment, order, statute, or regulation that is applicable to 
Purchaser. 

(E) To the best knowledge of Purchaser, and except for the conditions 
prececlei1.t described in Section 6. I , all approvals, authorizations, consents, or other 
action recjuirecl by  any Governmental Authori'ty to authorize 13urchaser's execution, 
delivery and performance of this  REPA, have been cl~ily obtained and are in full force 
and effeci. 
Kentucky Power C o m p a n y  
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ARTICLE 'I6 
INS \J RAN CE 

16.1 Evidence of Insurance. 

Seller shall, promptly L I ~ O I I  renewal of insurance each calendar year or paifial 
calendar year during the Term, provide Purchaser, at the insurance address listed in 
Exhibit D, with a copy of ins~iraiice certificates acceptable to Purchaser evidencing that 
instirance coverages for the Facility are in compliance with the specil"ications for 
insurance coverage set r'orih in Exhibit E to ihis REPA. Such certificates shall (a) name 
Purchaser as an addi.tional insured (except workers' compensation); (b) provide a 
waiver of any rights of subrogation against Purchaser, its Affiliates arid theii- officers, 
directors, agents, subcontractors, and employees; and (c) indicate .fha.t the Comrnercial 
General Liability policy has been endorsed as  clescribecl above. Seller shall use 
commercially reasonable efforis to procure that the insurance policies required by this 
REPA provide that Purchaser shall receive thirty (30) Days prior written notice of iion- 
renewal, cancella,tion of, or significant modification to any of the corresponding policies 
(except Ii1a.t such notice shall b e  ten (I 0) Days for non-paynient of preiniunis); provided, 
however, that, if Seller is unable .lo require its insurers to provide such notices to 
Purchaser, Seller shall provide Purchaser, at the insurance address listed in  Exhibit D; 
with any sLich notice of non-renewal or cancellation to any corresponding policy which 
Seller receives from any 0.F its insurers as soon as practicable following Seller's receipt 
of such no,tice but in no event later than five (5) Business Days following Seller's receipt, 
if any, of the relevant notice. All policies shall be written with insurers that Purchaser, in 
its reasonable discretion, deems acceptable (such acceptance will not h e  unreasonably 
withlielcl, conditioned or delayed). All policies shall contain an endorseinenl that Seller's 
policy shall be primary in all instances regardless of like coverages, i f  any, carried by 
Purchaser. Seller's liability under this  REPA is not limited .io t h e  amount 05 insurance 
coverage required herein. 

'16.2 Term and Modification of Insurance. 

All insurance reyLiired under this REPA shall he on an occurrence-basis and 
shall be  in efiect during the 'Term and for a period of two (2) years after .the Term. In the 
event that any insurance as  required herein is commercially available oiily on a "claims- 
macle" basis, S L I C ~  insurance shalt provide for a retroactive dale no2 later than .tile dafe 
of ihis REPA and SLICII  iiisi~rance shall be  inaintained by Seller, with a retroactive date 
not later than t h e  retroactive claie required above, for a minimurn of five (5) years afier 
the  Term. li' any insurance required to h e  rflaintained by Seller hereunder ceases to b e  
reasonably available and coininercially feasible in the commercial insurance market, 
Seller shall provide written notice to PLircIiaser, accompanied by a certificate from an 
in depend e nt ins u ran ce ad visa i- of reco g n izecl ii atio n a I standing , certifying that s u ch 
insurance is not reasonably available and coinniercially feasible in the commercial 
iiisurance market for etectric generating plaiits of siniilar type, geographic location and 
design. Upon receipt of such noi.ice, Seller shall use coininercially reasonable efforis to 
ofslain oilier insurance that vvould provide coinparable protection against the risk to be  
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irisured and Purchaser shall not unreasonably witlhhold its consent to inoclify or waive 
su c h re cl u i re m e lit, 

ARTICLE I7 
I I\J D EM i\I ITY 

'17"'l Indemnity Obliyations. Each Pariy (the "lndeninifying Pai-iy") agrees to 
indemnify, defend and hold harmless the o.iher Party (the "lnclemnifiecl Paity") from and 
against all claims, rleniands, losses, liabilities, penalties and expenses (including 
reasonable ai-iorneys' fees) for personal injury or death to persons and damage to the 
lndeinnified Party's real propeity and tangible personal property or facilities or the 
property of any other person or entity to t h e  extent arising ocit of, resulting from, or 
caused by an Even.i: of Default under this REPA, violation of any applicable 
environmeni.al laws, or by the negligent or torfioiis acts, errors, or omissions of the 
Indemnifying Party, its Affiliates, its directors, officers, einpfoyees, or agents; provided, 
however, tha.t notwitlistandiiig t h e  foregoing, each Party shall h e  responsible for injuiy 
or death to such Party's employees, agents and represenfatives on the Site or in 
connection with visits thereto or inspections tliereoic, except to the extent any such injunj 
or cleatli arises from t h e  gross negligence or willful misconduct of .the other Party. 
Nothing in this  Seciion shall enlarge or relieve Seller or Purchaser of any liability to t h e  
o,i-her for any breach of this REPA. Subject to the foregoing ancl the next sentence, this 
indeniiiiiication obligation shall apply noiwithstanding any negligent or inieniionai acts, 
errors or omissions of the Indemnified Parfy, but the Indemnifyiiig Party's liability to pay 
damages to the Indemnified Party shall b e  reduced in projportion to the percentage by 
which t h e  lndeinnifiecl Party's neg1igen.t or intentional acts, errors or omissions caused 
.tile damages. Neither Party shall b e  indemnified for its damages resulting from its sole 
negligence, in.tentiona1 acts or willful misconduct. These indemnity provisions shall n o t  
b e  construed ,to relieve any insiirer of its obligation to pay claiins consistent with the 
provisions of a valid insurance policy. 

Notil'ication of Claims; Defense. PronipOj after receipt by a Party of any 
claim or notice of the comrneiicement of any action, aclministrative, or legal proceeding, 
01. investigation as to which the indemnity proviclecl for in this Article may apply, t h e  
lndemniiied Party shall no.lify the Indeinnifying Pariy in writing of such fact. The 
Indemnifying Party shall have the riglit to assume the defense thereof wi.Lh coLinsel 
designated by such Paity and reasonably satisfactory to the IndeiniiiTiecl Paity, 
provicled, however, .that if the defendants in any such action include both the 
Indemnifiecl Pal-iy and t h e  lndeimifying Party and .the lndeinnified Party siiall have 
reasonably conclucteci that there may be legal defenses available to i t  which are 
different from or adclitional to, or inconsistent with, -those available .to the Indemnifying 
Party, t h e  Indemnified Party shall have the right to selecl and be represented by 
separaie counsel, at the Incleinnifyiiig Party's expense, unless a liability iiisiirer is willing 
to pay s~ich costs; provided fuither that the 1ndemli.fying Party may settle the claim only 
if the compromise or settlement inclucles an unconclitional release of the Incleninified 
Person fi,om all liabilities other than the payment of  any money thai will h e  paid by t h e  
in de  ni  17 i f y  i n g Party I 

17.2 
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17.3 Failure to Defend. If the lndeiniiifying Party fails to assume the defense of 
a claim nieritiiig indemnification, the Indemnified Patiy may at the expense of the 
liideninifying Party con,test, settle, or pay such clairn, provided that settlenient or full 
payment of any such claiin may be made only following consent of the Indemnifying 
Paiiy or, absent such consent, written opinion of the lndeinnified Party's counsel that 
such claim is meritorious or warrants settlement. 

17.4 Net of liisurance Proceeds. Except as  otherwise provided in this AiWle, 
in the event thai a Pariy is obligated to indemnify and hold the other Paiiy and its 
successors and assigns harmless under this Article 17, the amount owing to the 
lnclemnified Paiiy will be "Lie amount of the Indeinnified Party's actual loss net OF any 
insurance proceeds received by the Indemni.fied Party following a reasonable effort by 
the 1ndernni.fied Party to obtain such insurance proceeds. 

ARTICLE 18 
LEGAL AND REGULATORY COMPLIANCE 

18.1 Compliance with Laws. Each Party shall at all times comply with all laws, 
ordinances, rules and regulations applicable l o  if except for any non-compliance which, 
individually or in the aggregate, could not reasonably be expected to have a material 
effect on the business or financial condiiion of t h e  Party or its ability to fulfill its 
commitments liereunder. As applicable, each Paiiy shall give all required notices, shall 
procure and maintain all permits, licenses, and inspections recluired by any 
Governmental Authority and necessary for performance of th i s  REPA, and shall pay iits 
respective charges and fees in connection therewith. 

'18.2 Cooperation. Each Party shall cooperate with the other Paiiy i n  providing 
such inforination as may b e  reasonably requested, to t h e  extent perniiited by applicable 
law and subject to such confidentiality and use limitations as t h e  providing Party may 
reasonably require, to the exhit that the requesting Paiiy requires t h e  sarne in  order to 
fulfill any regulatory reporting requirements, or to assist the requesting Party in litigation, 
including adminisfrative proceedings before uiility regulatory commissions. 

18.3 Reinoval of Facilitv. Upon permanent cessation of generation of 
Renewable Energy from the  Facility, Seller shall deconimission t h e  Facility, remove the 
Facility and reinediate the Site as, if and when required by law. 

ARTICLE 19 
ASS I G E\I M EN T, S U I3 C 0 N TRACT I N G I  AN D F I N A r\l C I N G 

l9. l  No Assignment Without Consent. 

Except as  permitted in this  Aiiicle '19, neither Party shall assign this REPA or any 
portion thereof, without the prior written consent of the other Paity, which consent shall 
not be unreasonably withhelcl or delayed; pr-ovicled ( i )  ai least thirty (30) Days prior 
notice of any such assignmeni. shall be given to the other Party; ( i i )  any assignee shall 
expressly assume t h e  assignor's obligations hereunder, unless otheiwise agreed to by  
the other Paiiy, and no assignment, whether or not consented to, shall relieve the 
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assignor of its obligations hereunder in tlie eveut the assignee fails to perform, unless 
the other Pai-ty agrees in writing in advance to waive the assignor's continuing 
obligaiions p~irs~iant to this REPA; ( i i i )  no such assignment shall impair any security 
given by Seller hereunder; and (iv) before the REPA is assigned by Seller, the assignee 
musl .first obtain such approvals as may b e  required by all applicable regulatory bodies. 
For the avoidance 0% doubt, a merger of either Party with another Person shall not 
qualify a s  an assignment and shall not be subject to the restrictions set forth in this 
Section 19. ' I .  

(A) Seller's consent shall not h e  required for Purchaser to assign this  
REPA to an Affiliate of Purchaser, provided that Purchaser provides assurances and 
executes documents reasonably recluirecl by Seller and t h e  Facility Financiers regarding 
Purchaser's continued liability for all of Purchaser's obligations under this REPA in the 
event of any nonperformance on t h e  part of such assignee and that such assignee is a 
Creditworthy Entity. In the event that the assignee has or obtains an investnient grade 
senior unsecurecl debt rating equivalent to or better than the senior unsecured deb.[ 
rating or' Purchaser (but  in no evenl worse than the equivalen.i of BBB), then Seller 
agrees to relieve Purchaser from its obligations under  $his REPA if Purchaser requests 
to b e  so relieved in a written notice provided to Seller. 

(B) Seller sliall have the righl, witlioui Purchaser's prior writien 
consent, io assign this REPA (i) subject to the provisions 0.F Section 19.2, io a purchaser 
0% all or substantially all of t h e  assets of Seller; (i i )  to an Affiliate of Seller; (i i i )  subject to 
the provisions of Section '19.2, in connection with a merger of Seller with another 
Person or any other transaction resulting in a direct or indirect change of control of 
Seller, or (iv) for collateral purposes to the Facility Financing Representative or any 
Facility Financier provided that the  Parties and t h e  Facility Financing Representative 
have executed the applicable Consent and Agreement; and in any event provided that 
smIi purchaser, Af-filiate or the Person surviving such merger, as applicable, (x) meets 
t h e  requirements of th i s  Section 19.1, (y) complies with the requirernents of Section 
1 1.7, and (z) is a Qualified Operator. 

29.2 Right of First Offer. 

(A) Provided tha,I: no Event of Default by Purchaser is con.tinuing, Seller 
(or any direct or indirect parent of Seller) shall not sell or transfer all or any portion of the 
Facility or all or any poilion of its direct or indireci equity interests in Seller, unless prior 
to such sale or trans.fer, Seller provides written notice of such sale or transfer to 
PLirchaser. Such notice may, but is not required to, contain a clescription of t h e  price 
and other terms upon which Seller (or any direct or indirect parent of Seller) desires to 
sell or iransfer such interesi in the Facility (or direct or indirect equity interests in Seller). 
If Purchaser desires to enter into negotiations with Seller regarding the sale or transfer 
of the interest(s) t1ia.t are the subject of the notice, Purchaser shall notify Seller of such 
clecision wifhin fifteen ('I 5) days of receipt of Seller's notice. Upon Seller's receip.i: oi' 
such notice, Purchaser and Seller shall negotiale in good faith, on an exclusive hasis for 
no more than sixty (60) days (unless a longer period is otherwise inuiually agreed to), 
the terms of the sale or transfer o i  the Facility (or direct or indirect equity interests in 
l<entucl;y Power Company 
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Seller-) to Peirchaser or any Affiliate of Ptirchaser. Seller will provide in a iiiiiely manlier, 
iinformation regarding tlie Facility (and, if applicable, direct 01- indirect equity interests in 
Seller) which is reasonable or customary to allow Purchaser to peiform due diligence 
and to negotiate in good faith for tlie piirchase of ,the Facility (or direct or indirect equity 
interests in Seller). 

(B) In ihe event that Purchaser does not exercise its right to negotiate 
pursuant to Section 'I 9.2(A), Seller must comply wiih Section 19.Z in any assigninant of 
Seller's rights, interests or obligations herein to a purchaser of the Facility. 

(C) In the event that Seller (or any direct or indirect parent of Seller) 
does not consummate the sale or transfer of the interesfs offered to Purcliaser in 
accordance with Section 19.2(A) within one hundred eighty (1 80) Days of the date that 
is t h e  later of (i) Pt.mhaser's declining to enter into negotiations with Seller after Seller's 
notice pursuant to Section 19.2(A), or (ii) the end of the exclusive negotiation period 
beiween Seller and Purchaser pursuant to Section -19.2(A), Seller (or any direct or 
indirect parent 0.f Seller) shall not sell or transfer all or any portion of the Facility (or all 
or any portion of iis direct or indirect equity interests in Seller), unless prior to such sale 
or transfer if complies with tile provisions of Section 19.2(A). 

The provisions of this Section 19.2 shall terminate upon termination 
of this Agreement by Seller or upon the assignment of this REPA by Purchaser to any 
Person other than an Affiliate of Purchaser. 

(D) 

19.3 Accommodation of Facility Financiers. 

To facilitate Seller's obtaining of financing with respect .to the FaciMy, Purchaser 
shall make reasonable efforts to enter into t h e  applicable Consent and Agreement, and 
to provide such otlier certifications, representations or other documents as may be 
reasonably requested by Seller or the Facility Financing Representative; provided, that 
in responding to any such request, Purchaser shall have no obligation io enfer into any 
agreement that materially adversely affects any of Purchaser's rights, benefits, risks or 
obligations under this REPA. Seller shall reimburse, or shall cause the Facility 
Financing Representative to reimburse, Purchaser for t h e  incremental amount of direct 
expenses (including the reasonalole fees and expenses of counsel) incurred by 
Purchaser in the preparation, negotiation, execution and delivery of the applicable 
Consent and Agreenien'c and any otlier docciments requested by Seller or the Facility 
Financiers, ancl provided by Purchaser, pursimi: to this Section 19.3. 

.I 9.4 Notice of Facilitv Financier Action. 

Within ten ( ' I  0) Days following Seller's receipt of each written notice .froin the 
Facility Financiers of default, or Facility Financiers' inieiii: to exercise any remedies, 
under tile Financing Documents, Seller shall cleliver a copy of such notice .io Purchaser'. 

.I 9.5 Transfer Without Consent is Null and Voic!. 
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Any sale, transfer, or assignmenf of any interest in the Facility or in this REPA 
made without fulfilling the requirenients of the REPA shall 138 null and void and shall 
constitute an Event of Default pursuan't to Ai?icle 12. 

19.6 Subcontractinq. 

Seller inay subcontract its duties or obligations under this REPA without the prior 
written consent of Purchaser, provided, that no such subcontract shall relieve Seller of 
any of its duties or obligations hereunder. 

ARTICLE 20 
iw ISC ELLAN EO U S 

20.1 Waiver. 

Subject lo the provisions of Section 'I 3.9(B), the failure of either Party to enforce 
or insist upon compliance with or strict perforimance of any of the terms or conditions of 
this REPA, or to take aclvantage o,i' any of its rigfits there under, shall no5 constitute a 
waiver or relinquishiment of any such ternis, conditions, or rights, but the same shall be 
and renriain at all tinies in full force and effect. 

20.2 Taxes. 

(A) Each Paity shall use reasonable efforts io iimpleiment [he provisions 
of and to adminisler this REPA in accordance with ihe intent of the Parties to minimize 
all Taxes, so long as neiiher Paify is materially aclversely affected by such eiforts 
Notwithstanding the foregoing, neither Party shall be obligated to incur any financial 
burden to reduce (axes for wliicii the oilier Party is responsible hei-eunder 

(B) Seller shall pay or cause to be paid (and shall indemnify and hold 
Purchaser harmless frot-n and against) all sales, use, excise, acl valorem, transfer and 
other similar taxes That are imposed hy any taxing authority (individually, a "TaY and 
collectively, "Taxes") on or with respect to the Facility or the sale of  Renewable Eiier-yy 
ProdLiciS iiicurred prior ,to the delivery of Renewable Energy Proclucts to the Point of 
Delivery. Purchaser shall pay or cause to be paid (and shall indemnify and hold Seller 
harmless from anci against) all Taxes on or with respect to the sale of Renewable 
Energy Producis incurred upon and after the delivery 0.i' Renewable Energy Products to 
the Point of Delivery (other than ad valoreni, franchise, income, or cominercial activity 
taxes, and transactional taxes or fees imposed by law on the Seller that are related to 
the sale of Renewable Energy Products and are, therefore, the responsibility of the 
Seller). I-; a Party is reqLiirecl to remit or pay Taxes that are the other Party's 
responsibilliy hereuncler, tile responsible Party shall promptly reimburse the other for 
such Taxes. 

(C) In the event any of the sales of Renewable Energy Procl~icts 
IiereLrnder are e::enipi or exclucled from any pai-i-icular Tax(es) payable i i y  Purchaser, 
Puichaser shall provide Seller with all necessary docuinentalion within iliiiiy (30) clays 
afier the execution oi' Chis REPA to evidence such exemption or exclusion (or, with 
I<eniucky Power Company 
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regard to any such Tax(es) enacted after the Effective Date, Purchaser shall provide 
Seller with such documentation before the date on which the enachnent requires the 
delivery of documentation to Seller in order- to effect an exclusion or exemption from 
such Tax(es)). In the event Purchaser does not provide such clocumentation, then  
Purchaser siiall indemnify, clefend and hold Seller harmless froin any liability with 
respect to Tax(es) .to which Purchaser is exempt or exclucled. 

20.3 Fines and Penalties. 

(A) Seller shall pay when clue all fees, fines, penalties or costs to ilie 
extent incurred by Seller or its agents, employees or contractors for noncompliance by 
Seller, its employees, or subcontrac'tors with any provision of [his REPA, or any 
contractual obligation, perinit or requiremeiiis of law except for sucli lines, penalties and 
costs thal are being actively contesiecl in good faith and with d i ~ e  diligence by Seller and 
for which adequate financial reserves have heen set aside to pay such fines, penalties 
or costs in the event of an adverse determination. 

(B) If fees, fines, penalties, or costs are claiinecl or assessed against 
either Pai-ty by any Governmental Authority due  to noncompliance by the other Party 
with this REPA, any requirements of law with which cornpliance is required by this 
REPA, any permit or contractual obligation, or, if the work of the otlier Pai3y or any of its 
contractors or subcontractors is delayed or stopped by order 0.f any Governmental 
Authority due %o t h e  other Party's noncoinpliance with any requirenients of law with 
which compliance is required by this REPA, permit, or contract;ual obligation, penalized 
Party shall indemnify and hold other Party harmless against any and all reasonable 
losses, liabilities, damages, and claims suffered or incurred by other Party, including 
claims for indemnity or contribution inade by third parties against other Party, except lo 
the extent other Party recovers any such losses, liabilities or damages tlirorrgli other 
provisions of this REPA. 

20.4, Rate Changes. 

The ternis and conditions and .the rates for service specified in this REPA shall 
remain in effect for the term of .[lie transaction described herein. Absent t h e  Parties' 
written agi-eel-nen-2, this REPA shall not b e  subject to change by application of either 
Party pursuant to Section 205, 206 or 306 of tlie Federal Power Act. 

Absent the agreement of all pai-ties to tlie proposed change, ilie standard of 
review for changes to this REPA wliether proposed by a Party, a non-pai-ty, or tlie 
Federal Energy Regulatory Commission acting sua sponte shall be the "t)Liblic interest" 
standard oi' review se,t forth in United Gas Pipe Line Co. v. Mobile Gas Service Corp., 
350 U.S. 332 ('1956) and Federal Power Commission v. Sierra Pacific Power Co., 350 
(J.S. 348 (1956), as  clarified by Morgan Stanley Capital Group, Inc. v. Public Uiil. Dist. 
No, 1 of Snohomisli, 554. I.J.S. - (2008) ( the  "Mobile-Sierra doctrine), 01- such other 
standard of review permissible to preserve the iiiient 0-f tlie parties pursuant to this 
Section to Liphold tliis REPA vvitliout modification. 

Kentucky Power Company 
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20.5 Disclaimer of Third PartV Geneficiarv Rightss. 

In executing this REPA,  neither. Party does, nor slio~~lcl it lie construed to, extend 
its credit or financial support for the benefit of any third parties, inclnciing those lending 
money .to or having other .transactions with the other Party. Except with respect ,to the 
Consent and Agreement, no,lhing in this REPA shall b e  construed to creak any duty to, 
or standard of care with reference to, or any liability lo, any person not a party to this  
REPA. 

20.6 ReJatioiiship of the Parties. 

(A) This REPA shall not b e  interpreted to create an association, joint 
ven'ture, or paiftiership between the Parties nor t,o impose any partnership obligation or 
liability izpoii either Party nor io create ally agency relationship between the Parties or 
impose any fiduciaty responsibility on either Party or create any trus.i or trust obligations 
on either Party. Neither Party shall have any right, power, or authority to enter into any 
agreement or undertaking for, or act on behalf of, or to act a s  an agent or representative 
of, the other Party. 

(B) Selter shall be  solely liable for the payment of all wages, taxes, and 
other costs related to the employmeni of persons to perform its obligations under  this 
REPA, including all federal, state, and local income, social sec~irity, payroll, and 
employment taxes and statutorily mandated wol-lws' compensation coverage. None o,F 
the persons employed by Seller shall be considered employees of Purchaser for any 
purpose; nor shall Seller represent to any person that h e  or she is or shall become a 
Purchaser employee. 

20 7 

Seller acknowledges that a s  a government contractor Purchaser is subject to 
various federal laws, executive orders, ancl regulations regarding equal employment 
opportunity and a.ffirniative action. I hese laws may also be applicable io Seller as  a 
subcontractor to Purchaser. Seller shall comply with all applicable equal opportmi-ty ancl 
affirmative action federal laws, executive orders, and regulaiions, including, if 
applicable, 4'1 C.F.R. $60-1 ~4.(a)( 1-7). 

E q ua I Em p lovm e nP 0 p p o rtu n itv Coin p lia n ce Ce  rli fica tio n . 

- 

20.8 Survival of Obligations 

Cancellation, expiration, or earlier terminatioii of this REPA shall not relieve the 
Pai-ties of obligations that by -their nature shoLilcl survive such cancellation, expiration, or 
termination, prior to the term of .the applicable statute of liniitai.ions, including warranties, 
remedies, or indemnities, which obliga.tions shall survive for the periocl of the applicable 
statute( s )  of liin itatio i i" 

20-9 Severability. 

In the event any of the terms, covenants, or conditions of this REPA, its E;<iiibilis, 
or t h e  application of any siicli terms, covenants, 0 1  conclilions, shall be held invalid, 
I leiit i icky Power Company 
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illegal, or unenforceable Iny any court or administrative body having juriscliction, all other 
terms, covenants, and conditions of the REPA and their application not adversely 
affected thereby shall remain in force and effect; provided, however, that Purchaser and 
Seller shall nego,tial-e in  good faith to attempt to imp1ernen.i. an equitable adjustment in 
the provisioris of this REPA with a view toward effecting the ixrrposes of this REPA by 
replacing the provision that is held invalid, illegal, or unenforceable with a valid provision 
t h e  economic effect of which coines a s  close as possible to that of tlie provision that 
has been found to be invalid, illegal or unenforceable. 

20. 10 Complete Asreen1eli.t; Amendinents. 

The t e rms  and provisions confained in his WEPA constitute t h e  entire agreement 
between Purchaser and Seller with respect to the Facility and shall supersede all 
previous communications, representations, or agreements, either verbal or written, 
between Purchaser and Seller with i-especi: to t h e  sale of Renewable Energy ProdLrcts 
from and associated with the Facility. This REPA may be amended, changed, modiiiecl, 
or altered, provided that such amendment, change, modification, or alteration shall be in 
writing and signed by both Pai-ties hereto. 

20.1 1 Binding Effect. 

This REPA, as it may b e  amended irorn lime to lirne pursuani- to th i s  Article, sliall 
be binding upon and inure to the henefii of the Parties hereio and theii respective 
successors-in-interesi, legal representatives, and assigns permitted hereunder. 

20. 'i 2 I-leadincls. 

Captions and headings used in th i s  REPA ai-e for ease of reference only and do 
not constitute a part of this REPA. 

20.1 3 Counterparts. 

'This REPA may be execufed in any number of counterparts, and eacli executed 
counterpart shall have the same force and effect as 817 original instrument. 

20.14 Governing Law. 

The  interpretaiion and perfonnance of this REPA and eacli of its provisions siiall 
he governed and construed in accordance wilh t h e  laws of the State of New York, 
without regard to its conflicts of laws provisions. 

20.1 5 Coiifiden.iiality. 

This REPA and any infoormation provided by either Pariy to the other Party 
puwiani .to this REPA and labeled "CONFIDEE\ITIAL" or wit11 words of similar meaning 
will 138 Litilized by tlie I-eceiving Pal-ky solely in conneckion with She purposes o f  this 
REPA and will not be disclosed by t h e  receiving Party to any third party, except wiih the 
provicliny Party's consenl, and upon request of tlie providing Pariy will be  returned 
Kentucky P o w r  Company 
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thereto, except that tlie receiving Pariy will no"i he obligated to return any such 
iiifornia.tion contained in doctl~neilis generaied by tlie I-eceiving Party that: (1) reflect or 
rder  to confidential information provided by the disclosing Party; and (2) are stored 
electronically by tlie receiving Party. With respect to any such reiainecl electronically 
stored confidential information, tile receiving Party will continue to coi-nply with the 
obligations of this Section 20.1 5.  Notwiilistanding anything herein to .the contrary, .the 
Pai-ties acknowledge and agree that such confidential inforniation may be disclosed to 
(i) the Interconnection Provider, the Transmission Operator, Affiliates or any other 
Person (including subcontractors, consultants, accountants, financial advisors, e!:pei"is, 
legal coLinsel and other professional advisors to the Parties) as required for settlement 
and billing or otherwise to peiform under or administer 'this REPA; and (ii) in case of 
Seller, to Facility Financiers or potential Facility Financiers, potential bidders and 
bidders .for, and poteiitial purchasers and purchasers of, direct or indirect ownership 
interests in the Facility (including direct or indirect interests in the equity interests of 
Seller). To the extent that such disclosures are necessary, the Pariies also agree that 
they will in disclosing such information seek to preserve the confidentiality of such 
disclosures, by requiring a pai-ty receiving confidential informa'iion to be bound by the 
terms of .this REPA applicable to such a confidential information. Without limiting the 
foregoing, this Section 20.15 will n o t  prevent a Party from providing confidential 
information to any Governmen.ta1 Authority formally or otherwise, as required in 
coiinection with any regulatoiy proceeding, as required for obtaining any regulator 
approval or making any regulatory filing, provided that each Party agrees to cooperate 
with the other to maintain the confidentiality ofthe provisions of this REPA by requesting 
confidential treatment with all filings to the extent appropriate and permitted by 
applicable law. This provision will not prevent either Pai-ty from providing any  
confidential information received from the other Party to any coui-t or regulatory 
proceeding or in accordance with a proper discovery reyuesi- or in response to the 
reasonable request or need of any Governmental Acrthority charged with regulating the 
disclosing Party's affairs or in accordance with the request or' any applicable stock 
exchange, provided that, i i  feasible, tile disclosing Paiiy will give prior noiice to .tile 
other Party of such disclosure and, if so requested by such other Paity, will have used 
all reasonable efforts to oppose or resist the requested disclosure, as appropriate under 
the circumsiances, or to otherwise make such disclosure pursuant to a protective order 
or ot her similar arrange m e 1i.t fo r confide n tia I ity . 

20.16 Forward Co11trac.t. 

The Parties acltnowledge and agree that this REPA and the transactions 
conteinplated by this REPA constitute a "forward con.tracl" within the meaning of the 
United States Baiil<rr.rptcy Code and that each Paify is a "forward contract inerchant" 
within the meaning of .the IJnitecl S.iates Bankruptcy Code. 

[retiiaincler of this page inteniionally left blank] 

l<en:tici;y Power Company 
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liv WITNESS WHEREOF, the Parties have executed this REPA. 

Seller: 

ecoPower Generation-Hazard LLC 

By: 

Piirchaser: 

Kentucky Power Company 

l<eniucky Power Company 
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B t & w  than invoices: 

Kenlucky Power Company 
c/o American Electric Power Service 
Corporation 
155 West Nationwide BoLilevard 
Colul-nbus, OH 43215 
Atfn: Contract Aclininistralion 
Fax: (614) 583-1606 

American Electric Power Service 
Corporation 
155 West Nationwide Boulevard 
Columbus, OH 4321 5 
Atin: Direcior, Credit Risk Department 
Fax: (614.) 583-1604 

Rttn: Chief Counsel, CO&L 
American Electric Power Service 
Corporation 
155 West Na'cionwide Boulevarcl 
Columbus, OH 4321 5 
Atin: Chief Counsel 
Fax: (614) 583-1603 

Atin: Risk and Insural-ice Nlanayerneni 
American Electric Power Service 
Corporatioil 
1 Riverside Plaza 
Columbus, 01-1 4321 5 
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Coaltrack ~~~~~~~~~~~~~~~~~ Cosrlrnittee 
We preseia Lative: 

Jay Godfrey 

jfgodfrey@aep.com 
(614) 5133-6'162 

Aiternate: To be clesignated in writing by 
Purchaser at or prior to ihe first ineeting of 
the C o nlract Acl in i ti is tr at i o n C o 111 mi ttee 

6 o hat ra c C A d  STP in is t r a ti o pa Q i n  rn i [tee 
Represei biative: 

N k m a t e :  

u-2 
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RE Q u E s If 

Beyoiid those iiiaterials already provided in rcspoiise to questioiis Q 1 - 1 through Q 1-5 
abovc, provide a copy o f  all other correspoiideiice and doc~iiiieiits escliaiigcd lxtwcen 
I<entucl<y Power aiid ecoPower regarding the traiisactioiis described in tlie Application. 

The Coiiipaiiy objects to this request to the extent it seeks conllli~mications and 
documents protected by the attoi iiey-client privilege and/or tlie attoriicy woi k-pi oduct 
docti iiie. 

The Coiiipaiiy further ob,jects to this request to the esteiit it seeks all docuiiieiits regardiiig 
the traiisactioii between the Company aiid ecoPower, as such the request is oveily broad 
aiicl unduly burdensome. The request p~irports to require a search of documents involving 
poteni:ially tlio~~saiids of corporate records, aiid their review coiiceriiiiig coiificlentiality 
and privilege. As of May 2,2, 2013 over 5,000 docuiiieiits were identilied as being 
potentially responsive to this request. 

Without waiviiig its objections, the Coiiipaiiy states as follows: 

l'he Coiiipaiiy is searchiiig tlie electroiiic files o f  the rollowing individuals lor responsive 
documents: 
Jay Godlrey 
Joe I< arrasch 
Jay Jaclwiii 
Greg Pauley 
Mark Overstreet 

Documents will be prod-uced 011 an ongoiiig basis. 

\Vll'Ii"ESS: Gregory G Pauley 



Pi ovide a copy o r  all correspoiidence aiid docuiiients exchanged between I<ciitucl<y 
Power atid Greeiileaf Power LLC regarding the traiisactioiis described in the Application. 

RESPONSE 

See the C'oinpaiiy's response to ICIIJC 1-6. 

WITNESS: Jay I; Godfrey 



Provide n copy of all correspoiideiice aiid docuiiieiits exchanged between I< eiitucky 
Power aiicl Deiihaiii Capital regarding the transactions described in the Application. 

See the Coinpaiiy's respoiise to ICIUC 1-6. 

WITNESS: Jay F Godfrey 



Provide a copy ol' all correspoiideiice aiid docuiiieiits exchanged between I<eiitucl<y 
Power aiid any of tlie witiicsses that provided testiiiioiiy in siipport o f  the Application 
regardiiig the trailsactioils described in the Application. 

RESPONSE 

See the Compaiiy's response to IUUC 1-6. 

WITNESS: Gregory G. Pauley/Jay I;. Godfrey/Raiiie I<. Woliiihas 



REQUJEST 

Provide a copy of all correspoiideiice aiid docuiiieiits exchanged iiiteriially within 
IGmtucky Power aiid AEP regarding the traiisactioiis described in the Application. 

RESPONSE 

See the Company's response to KITJC 1-6. 

VVHTNESS: Greogry G. Pauley/Jay F.Godfrey 



If Kentucky Power did iiot conduct a recent solicitation (i.e., within the last 24 months) to 
gaugc and assess whether or iiot the ecoPower transaction was the best resource for 
Kentucky Power's customers aiid that the transaction's pricing was fair, just, and 
reasonable, explain in narrative €orin why it did not. 

RESPONSE 

Without accepting the cliaracterization of the purpose or effect of an RFP, please see the 
Company's respoiise to KTTJC 1-1. The ecoPower REPA was presented to I<PCo as a 
iuiique opportunity aiid the Company eiitered into the agreeiiieiit for the reasons 
identified in the pre-filed testimony of Gregory 6. Pauley pages 6-9. 

WITNESS: Jay I;. Goclfrey/Gregory G. Pauley 



Ke in dun c 0s-y Pow en. Co inn p B nn y 

Refer to MI.. Pauley’s Teslimoiiy, page 6 beginning oii line IS.  

a~ If tlie REPA is iiot the least cost alternative to supply the coiitractecl capacity and 
energy; is it the least cost “renewable” capacity aiid energy? 

b Did I<eiitucky Power conduct an RFP to determine the least cost “renewable” 
capacity aiid energy? If so, then please provide all reports, analyses, workpapcrs, and 
docuiiientation of any type in support of your answer. If not, then please csplaiii 
why it did not. 

RESPONSE 

a. Sr. b. IWCo did iiot coiicluct an RFP to cleteriiiiiie the least cost “renewable” capacity 
and energy. See the Coiiipaiiy’s response to I<ITJC 1 - 1 aiicl I<ITJC 1-1 1. 

WITNESS: Gregory G. Paiiley/ Jay F. Godfrey 



REQUEST 

Did Kentucky Power perform any studies in order to identify the least-cost iiieaiis of 
providing energy aiid capacity to Kentucky Power. Please provide all reports, analyses, 
workpapers, aiid doctiinentation of any type that was produced fi-om conducting those 
studies. If no studies were perforiiied, please explain why they were not perforiiied. This 
iiiforiiiatioii should be provided electronically with all foriiiulas intact a i d  no pasted in 
values. 

w S n 0 N S E 

There were 110 studies performed. 

Please see tlie Company's respoiise to TCIUC 1 - 1 I 

WHTNESS: Gregory G Pauley 



Provide the followilig estimated annual data separately €or the ecoPower lacility. Piovide all 
source docuiiieiits relied 011 and/or that otherwise support your answer: 

a.  
b . 

cl . 

1: 

11. 

c. 

e.  

( I  a' 

Capacity of Uiiits 
Net Geiieratioii (MWli) 
Capacity Factor 
Fuel Cost 
Foiced Outage Rate 
O&M Espeiise 
Plaiiiied Outage Frequency aiid Duratioii 
Availability Factor 

RESPONSE 

Please sce ICIIJC 1- 14 CONFIDENTIAL Attacliiiieiits 1 & 2 lor the requested iii-foriiiatioii 
Coiilicteiitial treatiiieiit is beiiig sought for Attachment 2 iii entirety. 

WITNESS: Jay F Godfrey 
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P r ~ t l u c t  and Generntion Characteristics: 
P~opasn l  Description ecoPowci Geneiation - 1-fazaid, LLC, Peiiy County Biomass Unit 1, nominally 5s 
MW Net located at 1244 Coal Fields Industiial Diive Chavies, I<Y 4 1727-9100. The plant buins a blend of 
\voocl Ooin the woocl ptoducts industiy a i d  Iowgiade logs that aie chipped on-site. The plant is Raidtine. 
cycle Fluid Bed Boilei technology, STG, Air-Cooled Condensei, etc 
Generat ion Source Description Solid woocly bioinass fuel in a tiaditional Ranitine-cycle power plant 
Transmission Bnterconnectiorn Point of the Sonrce Engle Substation in i<eiituchy Powei (AEP), Pci iy 
C o  , I<Y 
Point of Hnterconnection to the Grid Same (P I M  Intciconncction) 

13, Pie-stai t option foi coiniiiissioning, 20-yea1 Tei 111 

S u ni mer &'I ira i i n  11 ni 

W i n t e r  Firm Capac 

Winter  Miriiinu 

Expected Heat Rate 

Minimum ram ti  
ha in im ti ni down 

Porcetl Ontage Wale 
Guaraateed RvaiPab 

Pricing. Information: 

/ 

'' oh. 859685.1106 ufo&copg.com i 
I leuington KY 40504 fx: 859.252-6964 www ecopg.com 

~ UnitedStates ofAmerica 
. - . . - _ _  . . .__ - . _ _ . -  . 

http://ufo&copg.com
http://ecopg.com
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REQUEST 

Relei to page 5 of Mr. Godfrey's Testimony. IdeiitiIy all biomass facilities that AEP 
oiviis, operates. For any ideiitified facilities piovide the following iiiIoriiiatioii Pi ovitle 
all source doctuiieiits relied on aiicl/or that otherwise support y o ~ r  answer: 

a. Capacity of TJnits 
b. Net Generation (MWIi) 
c. Capacity Factor 
d. Fuel Cost 
e. Forced Outage Rate 
C. O&M Expense 
g Commercial operation date 
11. Typc of file1 source 
i , Combustion teclmo lo gy 
j .  Facility location 
k I Planned Outage Frequeiicy and Duration 
1. Availability Factor 

RESPONSE 

AEP does iiot own or operate any biomass facilities. 

WITNESS: Jay F Godfrey 



REQUEST 

Identify all biomass facilities that AEP tales power from uiider contract. For any 
identified facilities provide a copy of the contract or agreement between AEP and the 
owner/operated of the biomass facility. For any identified lacilities provide the following 
inforination. Provide all source docuiiieiits relied on and/or that otherwise support your 
answer: 

a. 
b. 

d. 
e. 
E. 
g. 
11. 

C. 

1. 

Capacity of TJiiits 
Net Geiieratioii (MWh) 
Capacity Factor 
Fuel Cost 
Forced Outage Rate 
O&M Expense 
Total purchase cost per MWh by year. 
Planned Outage Frequency and Duration 
Availability Factor 

AEP does not take power wider contract from any bioiiiass facilities. 

WITNESS: Jay F God€rey 



Please provide all reports, analyses, workpapers, a d  documentation in support of Exhibit 
JFG-2. For the Agreements listed provide the following illformation. Provide all source 
docuiiieiits relied on and/or that otherwise support your answer: 

a. 
13. 

d. 
e.  
f. 
g. 
11. 

C. 

Capacity of tliiits 
Net Generation (MWh) 
Capacity Factor 
Forced Outage Rate 
O&M Expense 
Total pLircliase cost per MWh by year. 
Plaimed Outage Frequency and Duratioii 
Availability Factor 

Kentucky Power objects to this request as it is ~iiid~ily burdensome, seeks irrelevaiit 
information, and is mliltely to lead to the discovery of adiiiissible evidence. Keiitucky 
Power is not a party to purchased power agreeiiieiits containing the information rcquestcd 
and the iiiforiiiatioii is subject to disclosure only in the affected utility’s jurisdictioii. 

WITNESS: Jay F Godfrey 



REQUEST 

Refer to Exhibit JFG-1, page 73. Will coiistructioii oil the Facility start 011 May 2,3, 2013 
without Coiiiiiiissioii approval of the REPA? 

RESPONSE 

Construction work for the Chipper Ruildiiig begaii 011 April 22, 201 3. 

WETNESS: Jay F Godfrey 



Provide all stitdies and analysis demonstrating Kentucky Power's iieed for the energy and 
capacity supplied in the REPA. Please provide all reports, analyses, worlcpapers, and 
docwiientatioii of any type that was produced from conducting such studies or analysis. 
This information should be provided electronically with all h i i d a s  intact aiicl no pasted 
in values. 

RESPONSE 

There are no studies or analysis. Please see the Company's response to KIUC I - 1 I 

BXJTITNESS: Gregory G Pauley 



REQUEST 

Please provide the estiiiiated capacity value of tlie proposcd facility foi PJM pui poses. 
Provide all docuiiieiitatioii relied oil to iiialte this estimate. 

RESPONSE 

PJM has not yet deteriiiiiied the PJM capacity value of the facility. Rased on tlic 
cxpectcd capacity factor of 88%, aiicl the PJM Capacity Factor guicleliiies as clescribcd in 
PJM Manila1 18, the expected capacity value froiii a PJM peispective is estiiiiated to be in 
the 85% to 95% range. Please refer lo KIUC 1-20 Attacliiiieiit 1 for the specific PJM 
guideliiies Cor tlie calculation of PJM capacity values for iiew generation iesources 

"VITNIESS:: Jay I; Godfrey 
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Manual 18 PJM Capacity Maiket 
I ntl-od tiction ~ _ _ _ _  ~- 

Welcoine to 'the PJM Manual for PJM Capacity Market In this Introduclion you will find 
information about PJM Manuals in general, an overview of this PJM Manual in particular, 
and information on how to use this manual 

What you can expect from the PJM Manuals (see "About PJM Manuals") 

What you can expect from this PJM Manual (see "About This Manuals). 

How to use this manual (see "Using This ManLial"). 

- 
I he PJM Manuals are the instructions, rules, procedures, and guidelines estalolished by 
PJM for the operation, planning, and accounting requiremenis of the PJM and the PJM 
Energy Market The manuals are grouped under the followiiig categories: 

o Transmission 

o PJM Energy Market 

o Generation and transmission interconnection 

o Reserve 

D Accounting and billing 

a PJM adrninisirative services 

0 Miscellaneous 

OLIt This ~~~~~R 
The PJM Manual for PJM Capacity Malkef is one of the PJM procedure manuals. This 
manual focuses on the capacity markets, including the Reliability Pricing Model and the 
Fixed Resource Requirement Alternative, and t he  requirements for resource providers and 
Load Serving Entities (LSEs) to participate in these markets and their responsibilities as 
signatories to the Open Access Transmission Tari8, Reliability Assurance Agreement and 
Operating Agreement of PJM Interconnection, L.L.C. 

This manual also refers to other PJM manuals, which define in detail the operating 
procedures, obligations, reporting requirements, and accounting procedures establishecl .io 
ensure reliable and efficient capacity market operation. 

The PJM Manual for PJM Capc i ty  Market consisfs of 1 1 sections and 5 attachmeiits 
(labeled A through E). Both the sections and t h e  attachinents are listed in the table of 
contents beginning on page ii. 

n nt.e w 01 ~d A u 01 i e w G 8 
- 

I he intenclecl audiences for this PJM Manua.1 for PJM Capacity Market are: 

Applicants to the R M ,  OA aiicl OATT Operating Agreement of PJM Interconnection, 
1. L.C. 
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.~ 

o Reso~irce providers and those interested in providing adequate Capacity Reso~irces 
that will be made available to provide reliable service to loads within the PJM Region. 

Load Serving Ent,i'cies (LSEs) for load served in the PJM Region 0 

6 PJM Members 

0 PJM staff 

Ref62 re I1 e @8 
There are other PJM documents that provide both background and detail on specific topics. 
These documents are the primary source for specific requireinents and iinpleinentation 
details. This inanual does not replace any of the information in those reference docuinents 
The references for the PJM Man~ial for PJM Capacir'y Market are: 

PJM Manual for Schedulinq_(M-l 11 
PJM Manual for Generation and TI-aiismissioii~I-coiiiiection Planiincl ( 1 9  

-- PJhA Manual foi; Load Data Svsterns (M-19). 

PJM Manual for Reserve ReqLiirements (M-20). 

PJM Manual for Rules and Procedures lcor Determination Genera t i ng  Cai3abilitv 

--____ PJM Manual for Generator Resource Pel-formancelndices (M-22), 
- PJM Manual for Open Access Transmission Tariff Accountinq (M-27). 

PJM ManLial for Billing (M-2911 

a 

(M-21) 

We believe that explaining concepts is just as important: as presenting procedures. This 
philosophy is reflected in the way we organize the material in this manual. We start each 
section with the "big picture." Then we present details, procedures or refereiices to 
procedures found in other PJM manuals. 

A table of contents that lists two levels of subheadings within each of the sections 
an d attachments 

An approval page that lists the required approvals and a Ibrief outline ofthe current 
revision 

Sections containing the specific guidelines, recluireineiits, or procedures including 
PJM actions and PJM Member actions 

Attachments that include aclditional suppoi-Ling documents, forms, or tables 

A section at the end detailing all previous revisions OF this PJM Maiiual 

(I 

(I 

-___ - 
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Welcoine to the Oveiview of the PJM Capacity Market section of the PJM Manual for the 
PJM Capacity Marlet In this section, you will find the following information: 

o An oveiview description of the PJM Capacity Market (see "Ovewievv of the PJM 
Capacity Market") 

The business rules for participation in the PJM Capacity Markets (see "Participation 
in the PJM Capacity Market") 

A definition and purpose of the Reliability Pricing Model (see "Definifion and Purpose 
of the Reliabili'iy Pricing Model") 

The tiinefranie for iinplementation of the Reliability Pricing Model (see 
"Implementation of the Reliability Pricing Model") 

o 

D 

o 

The PJM Capacity Market is designed to ensure the adequate availability of iiecessary 
resources that can be called upon to ensure the reliability 0.F the grid. In PJM, the capacity 
market structure provides transparent information to enable forwarcl capacity market signals 
to support infrastructure investment. The capaci.ty market design provides a forward 
inechanism to evaluate the ongoing reliability requirements in a transparent way to provide 
Q p po rtu n i ty for g en e ratio n , dein an d res p o n se , en erg y efficiency, price res pon s ive de m a n d 
and transmission solutions. 

In the PJM Region, the basis for the capacity market design is the Reliability Pricing Model 
(RPM). The goal of RPM is to align capacity pricing with systein reliability requirernents and 
to provide transparent information to all market pa~icipants far enough in advance for 
actionable response .to the information. In RPM, the fundamental elements to achieve this 
are: 

0 

0 

Locational Capacity Pricing to recognize and quantify the localional value of capacity 

Variable Resource Requirement: mechanism to adjust price based on the level of 
resources procwed 

Forward Commitment of supply by generation, demand resources and qualified 
transmission upgrades cleared in a multi-auction structure 

A Reliability Backstop inechanism to ensure that sciKicient generation, transinission 
and demand response solutions will be available to preserve system reliability 

The PJM Capacity Market also contains an alternative method of pai-Iicipation, known as the 
Fixed Resource Requirement (FRR) Alternative. The Fixed Resource Requirement 
Alternative provides a Load Serving Entity (LSE) with the option to submit a FRR Capacity 
Plan and meet a fixed capacity resource requirement as an alternative to the requirement to 
participate in the PJM Reliability Pricing Model (RPM), which includes a variable capacity 
resource req LI irernent. 

Unless otheiwise specified, the rules presented thi-oughoLit this Manual are focused on the 
Reliability Pricing Model. In-forrna.tion on the Fixed ResoLirce Requirement Alternative can be 
found in Section ? I  ofh%s Mnanlaa! and on PJM coin. 

o 

0 
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Section 1 Overview of PJM Capacity Market 

Participants in the PJM Capacity Market, both Load Serving Entities and resource providers, 
must comply with all applicable provisions of the PJM Open Access Transniission Tariff, 
PJM Operating Agr-eement, and the PJM Reliability Assurance Agreement. PJM Capacity 
Market participants I~ILIS~ be signalories of the appropriate Agreements and Full Members of 
PJM All participants must comply with the procedures and requirements as set fort11 by 
these agreements and in PJM Manuals 

~~~~~,~~~~ sf Loa 
Participation by Load Serving Eiitities (LSEs) in the RPM for load served iii the PJM region 
is mandatory, except for those LSEs that have elected the Fixed Resource Requirement 
(FRR) Alternative aiid submitted an approved FRR Capacity Plan for their load served in an 
FRR Service Area. Under RPM, each LSE that serves load iii a PJM Zone during the 
Delivery Year shall be responsible for paying a Locational Reliability Charge equal to their 
Daily Unforced Capacity Obligation in the Zone multiplied by the Final Zonal Capacity Price 
applicable lo that Zone LSEs may choose to hedge their Locational Reliability Charge 
obligations by directly offering and clearing resources in the Base Residual Auction and 
Second Incremental Auction or by designating self-supplied resources (resources directly 
owned or resources contracted for through unit-specific bilateral purchases) as self- 
scheduled to cover their obligation in tlie Base Residual Auction. Such action may wholly or 
partially offset an LSE's Locational Reliability Charges during the Delivery Year depending 
upon how the clearing prices of the resources compare to the Final Zonal Capacity Prices 
that apply to their unforced capacity obligations. 

Participants with Non-Zone Load, as defined in the PJM Agreements, may be included in 
the Reliability Pricing Model depending if tlie load that is located outside of the PJM Region 
is included in the PJM load forecasts and served by generation resources located within the 
PJM Region. The treatment of Non-Zone Load is described in Section 7 of this Manual. 

a 2.2 ~~~~~~~a~~~~ of Resource 
Resource providers with existing generation, planned generation, bilateral contracts for unit- 
specific capacit,y resources, existing Demand Resources, Planned Demand Resources, 
Energy Efficiency Resources, aiid Qualifying Transmission Upgrades may participate in 
PJM's Capacity Market, either in PJM's Reliability Pricing Model or the Fixed Resource 
Requirement Alternative, if these products meet the requirernents specified in this Manual. 
Existing generation t1ia.t is located outside of the PJM market footprint may also be offered 
into PJM's Capacity Market, either in the Reliability Pricing Model or the Fixed Resource 
Requirement Alternative, if the external generation meets tlie requirements specified in the 
PJM Manuals and PJM Agreements. 

Participation is mandaloiy for resource providers wi'th: 

0 Available unforced capacity from existing generation located within the PJM marltet 
footprint; or 

Bilateral contracts for available unit-specific capacity resources tliai. are existing 
generation Lii1i.k located within the PJM niarl<e'c footprint 

a 

-~ _I___--.-_-___ -- __ 
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o Generation is treated as existing Tor the purpose of must-offer requirement aiid 
mitigation provisions when the generation is (a) in service at the coininencernent of 
an RPM Auction or (b) not yet in service lsue has cleared an RPM Auction for any 
prior Delivery Year. The Minimum Offer Price Rule (MOPR), as described in Section 
5.3.5, applies to a Planned Generation Resource until the first year for vdhich it clears 
an RPM Auction. 

Resource providers do have the option to expoi? available capacity outside the PJM market 
footprint if the generator is exporting per the requirements specified in PJM Manuals and 
PJM Agreements. 

Participation is voluntary for resource providers with: 

D External generation 

o 

o 

o Existing Deniaiid Resources 

o Planned Demand Resources 

Energy Efficiency Resources 

Qualifying Transmission Upgrades 

Plannecl generation (including planned upgrades to existing units) 

Planned external generation (including planned upgrades to existing units) 

All participation by resource providers is subject to the market power mitigation rules 
described in Altachinent DD, Section 6 of the PJM Open Access Transmission Tariff. 

"d 2 . 3  ~~~~~~~~~~~~~ of PR 
Starting with the 20'16/2017 Delivery Year, PRD Providers may pat-cicipate in PJM's Capacity 
Market, either in PJM's Reliability Pricing Model or the Fixed Resource Requirement 
Alternative. A PRD Provider is a PJM Member that is (1) a LSE that provides PRD; or (2) an 
entity without direct load serving responsibilities that has entered contractual arrangeinents 
with end-use customers served by a LSE that satisfy the eligibility criteria for PRD as 
specified in this Manual. 

The Reliability Pricing Model is the PJM resource adequacy construct that ensures that 
adequate Capacity Resources, including planned aiid existing Generation Resources, 
Energy Efficiency Resources and planned and existing Demand Resources will be made 
available to provide reliable service lo  loads within the PJM Region. 

The purpose ofthe RPM is to develop a long term pricing signal for capacity resources and 
LSE obligations that is consistent with the PJM Regional Transmission Expansion Planning 
Process (RTEPP) RPM is also designed to add stability and a localional inature to the 
pricing signal. The RPM is a multi-auction structure designed to procure resource and PRD 
coniinitinenls to satisfy the region's unforced capacity obligation through the following 
inarltet mechanisms: a Base Residual Auction, Incremental Auctions and a Bilateral Market. 

Base Residual A~1ciioi7 - The Base Residual Auction is held during the month of May 
three (3) years prior to the start ol' the Deliveiy Year. The Base Residual Auction 
(BRA) allows for the procurement of resource coininitments to satisfy the region's 

o 

- ----_-______I __ 
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unforced capacity obligation and allocates the cost of those commitments among the 
Load Seiving Entities (LSEs) through a Locational Reliability Charge. 

Incrernenfal Auctions -- At least three Incremental Auctions are conducted after the 
Base Residual Auction to procure additional resource commitments needed to satisfy 
potential changes in market dynamics that are known prior to the beginning of the 
Delivery Year. 

The First, Second, and Third Incremental Auctions are conducted to allow for 
replacement resource procurement, increases and decreases in resoui-ce 
commitments due to reliability requirement adjustments, and deferred short-term 
resource procurement. 

A Conditional Incremental Auction may be conducted if a Backbone transmission 
line is delayed and results in the need for PJM to procure additional capacity in a 
Locational Deliverability Area to address the corresponding reliability problem. 

The Bilateral Market - The bilateral marlet provides resource providers an 
opportunity to cover any auction commitment shortages. The bilateral market also 
provides LSEs the opportunity to hedge against the Locational Reliability Charge 
The bilateral market is facilitated through the eRPM system. 

o 

o 

Q 

o 

iimy P P M - B ~  ivi~~~sn 
The implementation of the Reliability Pricing Model began with the 2007/2008 Delivery Year. 
PJM's Planning Period is defined as an annual period froin June 1 to May 31" The Delivery 
Year is the Planning Period for which resources are being committed and for which a 
constant load obligation for the entire PJM region exists. For example, the 2012/20'13 
Delivery Year corresponds to the June 1, 2012 - May 31, 2013 Planning Period 

The Transition Period of the RPM took place during the 2007/2008 through 20'l0/2011 
Delivery Years. 

The steady-state condition of the RPM began with the 201 1/2012 Deliveiy Year. Unless 
otherwise specified, the rules and timeframes presented throughout this Manual are for the 
steady-state condition of RPM. Information on the Transition Period can be found in an 
Appendix &: ~ f f h k  Manual and on PJM.com. 

PJM 0 20'13 
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Welcome to the Resoiirce Adequacy section of the P J M  Maiiiial for the PJM Capacity 
Market. In this section, YOLI will find the following information: 

An overview description of resource adequacy (see "Overview of Resource 
Adeq ua cy") 

The role of load deliverability in the Reliability Pricing Model (see "Role of Load 
Deliverability in the Reliability Pricing Model") 

The business rules for Locationai Constraints in the Reliability Pricing Model ("see 
Locational Constraints in the Reliability Pricing Model") 

The definitions of Reliability Requirements (see "Reliability Requirements") 

B 

o 

2m*l Overview of 
The purpose of PJM RTO resource adequacy is to determine the amount of capacity 
resources that can be required to serve the forecast load that satisfies the PJM reliability 
criterion. PJM performs an assessment of resource adequacy each year for a ten-year 
future period. The analysis considers load forecast uncertainty, forced outages of generation 
capacity resources, as well as planned and maintenance outages. In PJM, studies are 
performed using the installed capacity values of resources. The reliability value ol" a 
resource depends on two variables: the installed capacity of the resource and a measure of 
the probability that a resource will not be available due to forced outages or forced de- 
ratings. The reliability criterion is based on Loss of Load Expectation (LOLE) not exceeding 
one occurrence in ten years. The resource requirement to meet the reliability criterion is 
expressed as the Installed Reserve Margin (IRM) as a percentage of forecast peak load. 

2-1 #I ~~~~~~~~~ 

The Installed Reserve Margin (IRM) for the Delivery Year is the measure calculated to 
establish the level of installed capacity resources that will provide an acceptable level of 
reliability consistent with the PJM Reliability Principles and Standards. The IRM is 
determined by PJM in accordance with the PJM Reserve Re9uirements Manual (M-28). 
The Installed Reserve Margin (IRM) is approved by the PJM Board of Managers and 
posted by February 1 prior to its use in the Base Residual Auction for the Delivery Year. An 
Updated IRM is approved by the PJM Board o'i Managers and posted one month prior to its 
use in an Incremental Auction for the Delivery Year. The Updated IRM that is posted for the 
Third Incremental Auction for the Delivery Year is the final IRM for the Delivery Year 

2.1 2 Peak Load Fsrscas,ts 

PJM produces peak load forecasts for use in the RPM auciion clearing processes and .for 
planning purposes. In RPM, the load forecasts will be used lo determine the RTO Reliability 
Requirement. PJM will determine aPanuaP peak koad foremsfs for tile RTO and zones .for 
use in the RPM Auction clearing process. 

PJM 0 2013 
Revision '18, Effective Date 03/28/2013 
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The Preliminary RTO Peak Load Forecast and the Preliminaiy Zonal Peak Load Foi'ecasts 
,101- the Delivery Year are determined by PJM in accordance with the Load Data Systems 
ntlaniial (M-79). 

The Preliminary RTO and Zonal Peak Load Forecasts are determined and posted by 
February 1 prior to the Base Residual Auction for the Delivery Year. 

Updated RTO and Zonal Peak Load Forecasts for the Delivery Year are determined by PJM 
in accordance with the Load Data Systems Manual. 

Updated RTO and Zonal Peak Load Forecasts are posted no later than one month prior to 
the First and Second Incremental Auctions. 

The Final RTO Peak Load Forecast and the Final Zonal Peak Load Forecasts for the 
Delivery Year are determined by PJM ii7 accordance witl.1 the Load Data Sysfems Maim4 

The Final RT0 and Zonal Peak Load Forecasts are posted no later than one month prior 
to the Third Incremental Auction. 

Load forecasts are also used in the determination of other planning and auction parameters 
such as Capacity Einergency Transfer Limit (CETL), Capacity Emergency Transfer 
Objective (CETO), and RPM Zonal Scaling Factors These parameters are discussed in 
detail in later sections of this Manual 

- 

2.a .3 Pool-wide Average EF6 
To account for the forced outage rates of generation capacity resources, an Equivalent 
Forced Outage Rate (EFORd) for each generating unit in the PJM RTO is calculated. 
Equivalei1.i- Demand Forced Outage Rate (EFORd) is a measure of the probability that a 
generating unit will not be available due to forced ou,tages or forced deratings when there is 
a demand on the unit lo generate. See Generafor Resource Perfirmanee Indices Manual 
(,M-22) for equations and details 

The Pool-wide Average EFORd for the Delivery Year is the average of tlie forced outage 
rates based on Five years history, weighted for unit capability and expected time in service, 
attributable to all units that are planned io be in service during tlie Deliveiy Year. The Pool- 
Wide Average EFORd will not include forced outage events that are outside management 
control (referred to as OMC events). The Pool-wide Average EFORd is deteriniiied by PJM 
in accordance with the PJM Reserve Reqwireaarents Manual (M-2Q). 

The Pool-wide average EFORd is posted by February 1 prior to its use iii the Base 
Residual Auction for the Delivery Year. An updated Pool-wide average EFORd is posted 
one month prior to its use in an Incremental Auction for the Delivery Year. The Pool-wide 
average EFORd that is posted for tlie Third Incremental Auction for the Delivery Year is the 
final pool-wide average EFORd for tlie Delivery Year. 

PJMO2013 
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2.1 .L! FOfX3CaS'k POO! ~ ~ ~ ~ K ~ ~ ~ ~ ~ ~ ~ ' ~  

While IRM multiplied by peak load forecasts provides the iiistalled capacity required to meet 
the reliability criterion, the Forecast Pool Requirement (FPR) multiplied loy peak load 
forecasts provides unforced capacity values, required to meet the reliability criterion. 
Therefore, to express the Installed Reserve Margin (IRM) as an unforced capacity value, the 
calculation of the Forecasi- Pool Requirement must consider .the forced outage rates of all 
generating units, or the Pool-wide Average EFORd. 

The Forecast Pool Requirement is the measure determined for the specified Delivery Year 
.to establish the level of unforced capacity (UCAP) that will provide an acceptable level of 
reliability consistent with PJM Reliability Principles and Standards 

The following parameters are values used in the determination 0.i Forecast Pool 
Requirement: 

o Installed Reserve Margin (IRM) 

4 Pool-wide Average EFORd 
o The Forecast Pool Requirement (FPR) for the Delivery Year is calculated by PJM 

and is equal to (1 -1- Installed Reserve Margin) times (I-Pool-wide Average EFORd).' 

ForecctslPo olReqztir.enieri1 (FPR) = (1 4- Iiistcrlle~JRess-veAn/lin.gii7) ': (I - Pooll;T/icleilv er.ngeEFORcl) 

The Forecast Poo/ Requirement (FPR) is approved by the PJM Board of Managers and 
posted by February 1 prior to its use in the Base Residual Auction for the Delivery Year. An 
Updated FPR is approved by the PJM Board of Managers and posted one month prior to its 
use in an Incremental Auclion for the Delivery Year The Updated FPR that is posted for the 
Third Incremental Auction for the Delivery Year is the final FPR for the Delivery Year. 

2.2 Role of Load ~~~~~~~~~~~~~~ in thhs ~~~~~~~~~~~ ~~~~~~~ 

The process of determining the Installed Reserve Margin (IRM) that meets the PJM 
reliability criterion assumes that the internal RTO transmission is adequate and any 
generation can be delivered to any load without transmission constraints. This process helps 
in determining the minimum possible IRM for the RTO. However, since transmission may 
have limitations, after IRM is determined a Load Deliverability analysis is conducted The 
RTO is divided into difiereiit sub-regions for this analysis. These sub-regions are referred 50 
as Locational Deliverability Areas (LDAs) in the Reliability Pricing Model. 

The first step in the Load Deliverability analysis is to determine the transmission impoi-i 
capaioility required for each L.DA to meet the area reliability criterion of Loss 0.f Load 
Expectation of oiie occurrence in 25 years. This import capability requirement is called 
Capacity Emergency Traiisfer Objective (CETO), expressed iii megawatts and valued as 
unforced capacity. The standard generation reliability evaluation model is used to cleterniiiie 
CETO. For more details regarding the CETO analysis, please see Manual 28: Reserve 
Requirements. 

' The terins in this equation are expressed in decimal fomm 
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- 
I he second step in L.oad Deliverability analysis is to determine the transmission import 
capability limit for each LDA using tlie transrnission analysis models. For this analysis, a 
Transmission Upgrade including transmission facilities a,& voltages of 500 ltV or higher that is 
in an approved Regional Transinission Expansion Plan (“Backbone Transmission”) will be 
included in the system model only if it satisfies the project development milestones set forth 
in the tariff. This import capability limit is called Capacity Emergency Transfer Limit (CETL), 
expressed in megawatts and valued as unforced capacity. For more details regarding CETL 
analysis, please see Manual 14b: Genemtion and Transmission hferconnecfion 
PPaaining, AiTachment B: PJM Deliverability I-eesting Methods. 

If CETL value is less than CETO value, transmission upgrades are planned under the 
Regional Transmission Expansion Planning Process (RTEPP). However, higher than 
anticipated load growth and unanticipated retirements may result in the CETL value being 
less than CETO value with no lead time to build transmission upgrades to increase CETL 
value. These conditions could result in locational constraints in the RTO. 

2-3 ~~~~~~~~~~ ~~~~~~~~~~~ in the Rsli ~~~~~~ Pffieiu.ag 
When a capacity inarket does not have the ability to price capacity on a locational basis, all 
the resources in the market are valued equally throughout the RTO. When this occurs, it is 
possible to have excess reserves in the RTO and relatively low capacity prices. This market 
signal will result in generation capacity retirements. In some areas of the RTO these 
retirements will create reliability violations. These conditions will indicate that a higher value 
for resources is required to be recognized in constrained locations to incent existing 
generating capacity to remain in service, and new capability to be built in the form of 
generation resources, demand resources, or merchant transmission upgrades. One of the 
key features 0.F RPM is the recognition of locational value of capacity. 

Locational Constraints are localized capacity import capability limitations (low CETL margin 
over CETO) that are caused by transmission facility limitations or voltage limitations that are 
identified for a Delivery Year in the PJM Regional Transmission Expansion Planning 
Process (RTEPP) prior to each Base Residual Auction. Such Locatioiial Constraints are 
included in the RPM to recognize and to quantify the locational value of capacity. 

are posted by February 1 prior to their use in the Base Residual Auction for the Delivery 
Year. 
use in an Incremental Auction for the Deliverv Year. 

for the LDAs to be modeled in all RPM Auctions ,For tlie Delivery Year 

Updated CETOs and CETLs for the modeled LDAs are posted one month prior to its 

2.3.‘1 kocational eliverability Areas 
Iii the development OF the Reliability Pricing Model, tlie RTEP Pi-ocess identified 25 sub- 
regions referred to as Locational Deliveralnility Areas for evaluating the locational 
constraints. LDAs include EDC zones, sub-zones, and combination O F  zones. 

The 26 LDAs (highlighted in boldface) and an LDA’s relationship io an immediate parent 
LDA are listed below: 

RTO=> Western PJM 

RTO => Western PJM => CornEd 

RTO => Western PJM => AEIP 

PJM 0 2013 
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2.3.2 ~ ~ ~ ~ f ~ ~ ~ n ~ ~ ~ ~  Lscafional ~~~~~~r~~~~~~ Areas (kDAs) 
An LDA with Capacity Emergency Transfer Limit (CETL) less than 1 I 15 times Capacity 
Emergency Transfer Objective (CETO) will he inodelecl as a constrained LDA in RPM. In 
addition, an LDA will be mocleled if (a) siich LDA Iiad a Localional Price Adder in any one or 
more of  the three immediately preceding Base Residual Auctions; (12) such LDA is 
delennined by PJM to likely have a Locational Price Adder based 01-1 historic offer price 
levels; and (c) EMAAC, SWMAAC, 2nd MAAC LDAs will be inodeled as constrained LDAs 
regarclless o i  the outcoine of the above tests.' PJM may decide to inodel the LDA as a 
constrained LDA regardless of the oiitcoine of the above tests if there are other reliability 

* Prior to the 2012/2013 Delivery Year, an LDA with CETL less than 1 05 limes CETO was modeled as a 
constrained LDA in RPM No additional criteria were considered in the modeling of a constrained LDA prior to 
the 2012/2013 Delivery Year 
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~ I ~ . ~ _ _ . ~ - - _  

concerns. A Reliability Requirement and a Variable Resource Requirement Curve will he 
established for each constrained LDA to he modeled in the RPM Base Residual Auction. 
See Section 5 of this R/lanua/ .for the details. The constrained Locational Deliverability 
Areas that will be modeled for a particular Delivery Year with their Reliability Requirements 
and t he  VRR Curves will he posted on the PJM website by February 'I prior to the 
comniencement of the Base Residual Auction for that Delivery Year 

If an LDA clears with a Locational Price Adder in any Base Residual Auction, PJM shall 
peiforrn ai1 analysis to determine if any new generation, new demand resource or Qualifying 
Transinission Upgrades were cleared in that LDA in such Base Residual Auction. New 
generat,ion or new demand resources include incremental upgrades to existing resources 
beyond historic installed capacity levels or new resource installations. If any LDA has a 
Locational Price Adder and if no new generation, new demand resource or Qualifying 
Transmission Upgrades have cleared in the LDA for two consecutive Base Residual 
Auctions, then PJM shall evaluate a transmission upgrade as part of the RTEPP that would 
reduce the Locational Price Adder to zero. 

The evaluation of such transmission upgrade shall include an evaluation of .the cost of tlie 
upgrade as compared to 'the incremental benefit of reducing Localional Price Adder to zero 
in the LDA. If the transmission upgrade is feasible and cost beneficial over the next ten year 
period, then the transmission upgrade shall be included in the Regional Transmission 
Expansion Plan as soon as possible. The annual costs of such upgrade shall he allocated to 
all LSEs serving load in the LDA, pro rata based on such loads. 

2.3.3 Crealiasn sf ew eocationan eliverabiinity Areas (e  
A prudent planning practice is to continuously monitor system performance and study 
transmission constraints as they develop. Triggers and criteria to consider a new LDA are 
specified in Manual 14B "PJM Regional Transmission Planning Process", Attachment B: 
PJM Deliverability Testing Methods, based on RTEP Market Efficiency Analysis and RTEP 
Long Term Planning. PJM will make a filing with FERC to ainend R M  Schedule 10.1 to add 
a new LDA (including a new LDA that is an aggregate of Zones), if such new area is 
projected to have a CETL less than 1, 153 tirnes the CETO of the area, or if warranted by 
other reliability concern. In addition, any Parly may propose, and PJM would evaluate, 
possible LDAs under sirch standards. 

2 A Re0 "ab i I ity Req u i rwme nts 
111 tlie PJM Capacity Market, reliability requirernents, or reserve requirements, represent tlie 
targe& level of reserves required to meet PJM Reliability Standards and Principles. It is 
important to note tha% the Installed Reserve Margin (IRM) and the Forecast Pool 
Requirement (FPR) represent the level of reserves required, hut are expressed in different 
capacity values The IRM is expressed as the installed capacity reserve as a percent (e.g. 
'15%) of tlie forecast peak load, whereas the FPR (e.g., '1.079) when multiplied by .Forecast 
peak load provides of the total unforced capacity required. The installed capacity (ICAP) 
value of a generation resource is based on Ilie summer net deperidable rating of a unit as 
determined in accordance with PJM's Rules and Procedures, also referred to as "Iron in the 
Ground". The unforced capacity (UCAP) value of a generation resource is installed capacity 

Prior to the 2012/2013 Delivery Yeai, the CETLICETO thresliold was 1 05 

PJM 0 20 I3 
Revision 18, Efiective Date 03/28/2013 

12 



IWSC Case No 2013-00144 
IIIUC's First Set of Data Requests 
Received May 10, 201 3 
Item No 20 
Attachment 1 
Page 22 of 194 

Manual 18 PJM Capacity Market 
Section 2. Resource Adequacy 

rated at summer conditions that is inot on average experiencing a forced outage or .forced 
de-rating. 

In the RPM clearing process, the Reliability Requirements for the RTO and the LDA are 
used to establish the target reserve levels, valued as unforced capacily that will be cleared 
in the RPM Auctions. 

The final Reliability Requirements, used in the clearing of RPM Auctions, will be adjusted to 
account for entities that have elected the Fixed Resource Requirement Alternative. 
Therefore, when known, the Unforced Capacity Obligations for FRR entities will be removecl 
from the calculation of the Reliability Requirements for the RTO and any LDAs. Reliability 
Requirements for the region and for any affected LDA are further adjusted for PRD 
proposed in an approved PRD Plan or committed following an RPM Auction. 

2.4.1 PJPA Region ~~~~~~~~~~~ ~ ~ ~ a e ~ ~ ~ ~ ~ ~ i ~  

The PJM Region Reliability Requirement, valued in unforced capacily terms, is t h e  RTO 
Peak Load Forecast, multiplied by the approved Forecast Pool Requirement for the PJM 
Region, less the sum of Preliminary IJnforced Capacity Obligations of the FRR Entities in the 
PJM Region, and less any necessary adjustment for PRD proposed in an approved PRD 
Plan or committed following an RPM Auction 

R e / R e q r i ~ ~ e g t ~ ~ ~  = (RT~Pect/tLocicll;br-ecnsI) X(FPR) - Pi el i i i iUi~~i"cer lCn~~O~/i~nnf ior is i  /wwm\ 

2.4.2 ~~~~~~~~~~~ ~~~~~~~~~~~~ ini ~ ~ ~ ~ ~ ~ ~ ~ a U  ~~~~~~~~~~~~~~ Areas 
The Locational Deliverability Area Reliability Requirement is the projected internal capacity 
(in UCAP terms) in the LDA plus the Capacity Emergency Transfer Objective (CETO) for tlie 
Delivery Year, as determined by the RTEP process, less the minimuin in'ieriial resources (in 
UCAP terms) required for the FRR Entities located in the LDA, and less any necessary 
adjustment for PRD proposed in an approved PRD Plan or committed in any RPM Auction 
for PRD located in the LDA. 

XelReg LDA = ~~ojeclec~rr.z~er.i~cilCc~~ i- CETQ - (M ir-dr~ler*i~cd Resowces FREntitics) 

88' Resource ~~~~~~~~~~~~ 

Starting with the 2O'l4/2015 Delivery Year, two additional demand resoLtrce products have 
been established - one available throughout the year (Annual DR) and another available for 
an extenclecl summer period (Extended Summer DR). These new proclucts /have fewer 
limitations .than the Limited Demand Resource product (Limited DR). New auction rules 
effective with the 2014/2015 BRA recognize the greater reliability value associated with less 
limited resources by establishing and eii.forciiig a miiiiinum requiremerit on tlie commitment 
of less limited products. The Minimum Annual Resource Requiremen.& is the minimum 
amount of capacity sought to be procured in each auction from Annual Resources (Annual 
Resources include generation capacity resources, energy efficieiicy resources anci annual 
demand resources). The Minimum Extencled Summer Resource Requirement is the 
minimum amount of capacity sought to be procured in each auction from Exteiicled Suininer 
Demand Resources aiicl Annual Resources. 

Mini i i i  u im Ann L I ~  I an cl Mini in 1.1 in E x k  n d ecl S 11 m m e r Reso ci rce Recl u i reme nts are esta b I i s h ecl 
for the RTO anci each modeled LDA and the auction clearing process can select Extendecl 

__ __ __ 
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Summer DR or Annual Resources out of ineri.t order, if necessary, to procure the ininiinuni 
required quantities, similar to the way in which RPM auctions can select resources O L I ~  of 
rnerit order to address locational constraints In those cases wliere one or both oi" the 
miniinum resource requirements do bind in the auction solution, just as with resources 
selected to resolve locational constraints, resources selected to meet the necessary 
ininimuin resource requirements will receive an adder to the system marginal price of 
capacity (in addition to any locational price adder(s) received to resolve locational 
constraints). 

For the RTO, the Minimum Annual Resource Requirement is equal to the RTO Reliability 
Requirement rninus [the Extended Suminer Demand Resource Reliability Target for the 
RTO in Unforced Capacity]. For an LDA, the Minimum Annual Resource Requireinent is 
equal to the L.DA Reliability Requirement minus [the LDA CETL] minus [the Extended 
Summer Demand Resource Reliability Target for the LDA in Unforced Capacity]. The LDA 
CETL may be adjusted pro-rata for the ainoun'r of load in the LDA served under tlie FRR 
Alternative. The Extended Suminer Demand Resource Reliability Target for the PJM Region 
or an LDA is the maxiinuin amount of the combination of Extended Summer Demand 
Resources and Limited Deinand Resources in Unforced Capacity determined by PJM to be 
consistent with the maintenance of reliability as more fully described in tlie PJM Bkmual for 
Weserve Reyuirerienfs (M-20). 
For the RTO, the Minimum Extended Suininer Resource Requirernen.i. is equal to the RTO 
Reliability Requirement minus [the Limited Demand Resource Reliability Target for the RTO 
in Unforced Capacity]. For ai1 LDA, the Minimuin Extended Suinnier Resource Requirernent 
is equal to the LDA Reliability Requirement minus [the LDA CETL] ininus [the Liinitecl 
Demand Resource Reliability Target for the LDA in Unforced Capacity]. The LDA CETL may 
be adjusted pro-rata for the amount of load in the LDA served under the FRR Alternative. 
The Limited Demand Resource Reliability Target for the PJM Region or an LDA is the 
inaxiinuin amount of Limited Demand Resources in Unforced Capacity determined by PJM 
to be consistent with the inaintenance of reliability as inore fully described in the PJM 
Manual for Reserve Requirements (M-20). 

2.4.4 ~~~~~~~~~~~~ to R M ~~~~~~~ ~a~~~~~~~~ for PRD 

After PRD Providers propose PRD coinmitments in their PRD Plans, and PJM reviews and 
accepts those commitments, PJM will use the resulting PRD values to reduce the reliability 
requirement to be satisfied for the region and for any affected Zones (or suio-Zonal LDAs). 
The reliability requireineiit will be reduced by the quantity 0.F UCAP that would have been 
procured on behalf of the PRD load but that is now not needed due to the PRD loads' 
coininitnieiit to reduce consuinp.tion. The Reliability Requirement or' the RTO and each 
affected LDA will be reduced by a quantity equal to tlie Nominal PRD Value multiplied by the 
FPR. These reliability requirement reductioiis will be consiclered in tlie clevelopinent of the 
RTO/LDA Variable Resource Requiremwt Curves, RTO/LDA Miniinurn Annual Resource 
Recluirements, and RTO/LDA Minimum Extended Suniiner Resource Requireinenfs. 

____ ________.-____..____ 
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Welcoine to the Demand in the Reliability Pricing Model section of the PJM Capacity Market 
Manual. In this section, you will find the following information: 

a An overview description of demand in the Reliability Pricing Model (see “Overview OF 

Demand in the Reliability Pricing Model”) 

The definition and purpose of the Variable Resource Requirement 

The method for plotting the Variable Resource Requirement Cuive (see “Plotting the 
Variable Re source Req u irenient C u ive” ) 

A description of the demand curves in the Incremental Auctions (see “Demand 
Curves in the Incremental Auction”) 

o 

Q 

o 

3.9 ~~~~~~~ of 
In the Reliability Pricing Model, the demand for installed capacity reserve is inet when 
supply is procured as a function of the clearing o’i the RPM Auctions. A demand curve is 
defined in advance of each RPM Auction. 

In the Base Residual Auction, the demand curve is downward sloping and based on the 
variable resource requirement concept. In RPM, a variable resoLirce requirement is defined 
as a function 0.F price. The variable resource requirement is a family of price/quantity points 
that provide a specified price for various levels o’i resources procured relative to the Installed 
Reserve Margin. If the price exceeds the limit on the VRR, then the quantiiy of resources 
that is procured may be less than the IRM requirement. Alternatively, if the price is low, 
additional resources may be procured at a level greater than the IRM requirement. The cost 
of the supply that is procured at the clearing price will be allocated lo the Load Serving 
Entities. Therefore, a variable resource requirement curve will reflect the reality that 
additional capacity above a target installed reserve margin nevertheless has value. 

There are at least four sources of this value: 

One source of value is that in the face OF uncertain load growth, weather and 
capacity availability, the probability of available capacity being less than what 
is required to meet load and operating reserves inever reaches zero, even for 
large reserve margins. Thus, reserves beyond the target are valuable for 
reducing the risk of capacity shortfalls. 

The second source of value is that the slope of the curve can lessen the risk 
of large suppliers being pivotal or otheiwise able to exercise marltel power 

A third source of value is that excess resources can reduce the .frequency 
and duration of scarcity energy prices in the system and provide energy 
savings lo Load Serving Entities. 

The fourth source 0.f value is the reduction in capacity price volatility and the 
resulting investment risk to capacity resources, in particular t,o the generating 
resources. Lower- investment costs woulcl tend io reduce capacity prices 

PJM 0 20 13 
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~~ 

3.2 ~~~~~~~~~~ and Purpose of ths Variable Resource ~~~~~~~~~~~ 

As mentioned in the previous section, the Variable Resource Requireineiit Curve is a 
demand curve used in the clearing ol' the Base Residual Auction that defines the price for a 
given level of CapaciLy Resource cominii-rnent relative to tlie applicable reliability 
requirement. Variable Resource Requirement Cuives are defined for the PJM Region and 
each of tlie constrained LDAs within the PJM region. 

The purpose of the Variable Resource Requirement concept is to recognize the value uf 
excess resources above the reliability requireinent and provide revenue to resources. The 
price on the Variable Resource Requirement is higher when the resources are less 'chaii tlie 
reliability requirement. and lower when tlie resources are iri e), e s s .  

3.3 ~~~~~~,~~~~ of the ~~~~~~~~ 

Prior to the clearing of the Base Residual Auction, Variable Resource Requirement Curves 
are defined for tlie PJM Region and each of the constrained Locational Delivery Areas 
(LDA) within the PJM region. The Variable Resource Requirement Curves for tlie PJM 
Region and each Locational Delivery Area (LDA) are based on the following parameters 
defined prior to the RPM Auctions: 

o 

o Cost of New Entry 

o 

o 

A target level of reserve 

Net Energy & Ancillary Services (E&AS) Revenue Offset 

The Nominal PRD Value and PRD Resewation Prices that have been elected 

The initial posting 0.f the Variable Resource Requirement Curves will be based on the 
adjustments related to FRR Entities' Preliminary Unforced Capacity Obligations (I mown at 
the time of posting. A later posting of 'ihe Variable Resource Requireinent Curves with the 
FRR adjustments will be made shortly after the approval of the FRR Capacity Plans ,for the 
RPM Auction Delivery Year considering any changes in the FRR elections. 

The parame.ters of the Variable Resource Requirement Curve (Le., RTO and LDA Reliability 
Requirements, Cost of New Entry, and Net E&AS Revenue Offsets) will be posted by 
February 'l prior to the conduct of the Base Residual Auction for the Delivery Year. 

The Variable Resource Requirement Curve for the PJM Region is based on a target level 
(i.e", the PJM Region Relialsility Requirement less tlie Short Term Resource Procurei'nent 
Target), Cost of New Entry, and Net Energy & Ancillary Services (E&AS) Revenue Offset. 

For each LDA, the LDA Variable Resource Requirement Curve is I m w l  on a targee level 
(i,e., the LDA Reliability Requirement less the LDA Shori: Term Resource Procurement 
Targe.t), Cost of New Entry, and Net E8AS Revenue Offset. 

Inclusion of Variable Resource Requirement Curves in tlie Ease Residual Auction clearing 
inay result in tlie level of resources being coinmitted for a Delivery Year exceeding tlie 
applicable PJM Region Reliabili.ty Requirernent less the Short Term Resoiirce Procw.?inent 
Target or tlie LDA Reliability Requirernent less the LDA Shot3 Perm Resource Procurement 

I arget, if the total cost of resource procurement for the PJM Region or LDA is lower at the 
higher level of reliability than it would be at the target level and the associated Variable 
Resource Requireineni Curve price. 

-- 
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3.3.1 cost of New Emtry 
The value for Cost of New En,try (in ICAP terms) is determined in accordance with the Open 
Access Transmission Tariff. There may be different values for the Cost of New Entty for 
different Locatioiial Deliverability Areas. The Cost of New Entry values are posted in the 
Tariff'. (See Tariff Section 5 'IO, @),(A)) The Cost of New Entry for a Locational Deliverability 
Area shall be determined based upon the geographic location of the Locational Deliverability 
Area within the PJM Regioii. A Cost of New Entry is determined for each ofthe following five 
combinations of zones (if the LDA covers more than one of these five sub-regions, the 
lowest Cost of New Entry is used for defining the LDA's VRR curve) referred to as CONE 
Areas. 

' I .  AE, DPL, JCPL, PECO, PSEG, RECO; 

2. BGE,PEPCO 

3. AEP, APS, COMED, DAYTON, DLCo, ATSI, DEOK; 

4. METED, PENELEC, PPL; and 

5. Dominion 

The CONE values to be posted with the Planning Parameters for BRA will be escalated 
using the most recenfly published twelve-month change in Total Other Plant Production 
Plant Index shown in the Handy Whitman Index (I-IWI) of Public Utility Coiisfruction Costs. 
The Noi-th Atlantic Region HWI will be used for CONE Areas I ,  2, and 4. The North Ceiitral 
Region I-IWI will be used for CONE Area 3. The South Atlantic Region I-1WI will he used for 
CONE Area 5. 

The value of Cost of New Entry used iii the development of the RTO VRR Curve and the 
VRR Curve for each modeled LDA is expressed in UCAP Terms. 

3.3.2 Net Energy a 
The Net Energy 
modeled LDA (in ICAP Terms) is determined by PJM using the Peak-Hour Dispatch in 
accordance with the pen Access Transmission Tariff, Section 5'18, (v). 
The Net E&AS Revenue Offset is based on the three most recent calendar years of Energy 
& Ancillary Services revenue for a reference combustion turbine. 

The value of Net €&AS Revenue Offset used in the development of the RTO VRR Curve 
and the VRR Curve for each modeled LDA is expressed in UCAP Terms. 

Ancillary Services (E&AS) Revenue Offsets for PJM Region atid each 

3.4 ~ U ~ , ~ ~ ~ ~  8hs ~ ~ f f ~ ~ ~ ~ ~  R@S;SagI'CS ~~~~~~~~~~~~,~ curve  
The Variable Resource Requiremen'c Curve is plotted on a graph on which Unforced 
Capacity is on the x-axis and price is on 1he y-axis Lising the following three points (a), (b), 
and (c): 

a. The price is eyiial to the greater of [[he Cost of New Entty or .I 5 ,times (the Cost OF New 
Entry minus the Net E&AS Revenue Offset, referred to as "Net CONE")] divided by (one 
minus Pool-Wide Average EFORd) aiicl Unforced Capacity is equal .to [PJM Region 
Relialiility Requirement multiplied by (1 00% plus the approved IRM% niiiiLis 3%) divided Iby 
(loo% plus approved IRM %)] ininus the RTO Short-Term Resource Procurement Target 

___- ~ ~ _ _ _ _ _ I _ _ _  ___ 
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Basis Tor Price at Pohf a: 

Greciteldof [CONEorl .S(CONE - E i3r. AS)]  

Basis for Quaiiiity at Point a. 

(100% -1- IRA4 - 3%) Short -Term Resource 1- Procurement Target 
RelReq 

(1 00% -1- rmi) 

b The price is equal to Net CONE divided by (one ininus Pool-Wide Average EFORd) and 
Unforced Capacity equals [PJM Region Reliability Requirement multiplied by ( 1  00% p l ~ i s  the 
approved IRM% p lm 1 %) divided by (1 00% plus approved lRM%)] ininus the RTO Shoi-t- 
Term Resource Procurement Target. 

Basis for Price at Point b .  

[l .O(COlVE - E & As)] 
1 -Pool Wick EFORd 

Basis for Quantity at Point b. 

(1 00% -t lfiPl-1- 1 %) Short - Term Resource i (I 00% -1- Iml) 1- Procuremelit Target Re1 Re q 

c. The price is equal to 0 2 times the Net CONE divided by (one minus Pool-Wide Average 
EFORd) and Unforced Capacity equals [PJM Region Reliability Requirement multiplied by 
(100% plus the approved IRM% plus 5%) divided by (100% plus approved IRM O h )  ininus 
the RTO Short-Term Resource Procurement Target. 

Basis for Price at Point c: 

Basis for Quaiiiity af Point c: 

(100% + Ixlw i 5%) Short - Teriii Resource i (1 00% -t milir) 1- P rociireiiieiit Target 
RelReq 

___I_ _________ ________ ~ - _ _ _  _ _ _ _ - - _ _ _ ~ _ _  -- 
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3.4'11 ~~~~~~~~~ t esou ETCe Reqea ireme 
The graph below illustrates the process for plotting ilie Variable Resource Requirement 
curves: 

Quantity = UCAP MW 

Exhibit 1: Illustrative Example o f  a Variable Resource Reyuirerne17t Ciuve 

The same process shall be used to establish the Variable Resource Requirement Curve for 
each LDA, except that the Locational Deliverability Area Reliability Requirement for such 
LDA shall be substituted for the PJM Region Relialnility Requirement, and the LDA S110i-t- 
Term Resource Procurement Target for the Zones associated with such LDA shall be 
substituted for the RTO Short-Term Resource Procurement Target and the FRR 
adjustments will be for the FRR Entities in the LDA. 

11-1 2014, PJM will perrorrn a review of the shape OF the Variable Resource Requirement 
Cuwe, CONE values, and Energy & Ancillary Services methodology, and any changes 
resulting from 'chis review will be incorporated into the BRA that is conducted in May 201 5 for 
the 2018/2019 Delivery Year. Such a review will be conducted again in 2018 and every 
fourth year thereafter. 

The Variable Resource Requirement Curve of Exhibit 'I will be further adjusted to reflect tlie 
impact 0.1 any PRD that is proposed in a PRD Plan and that is reviewed and accepted by 
PJM. To reflect accepted PRD Plans, the Variable ResoLrrce Requireiiieiit Cuive will be 
shifted leftward along the horizontal axis loy a quantity equal to tlie Nominal PRD Value 
inultipliecl by the FPR. This quantity represents the quantity of Unforced Capacity that would 
have been procured in the RTO oil behalf of the PRD load b ~ ~ t  that is now not needed clue to 
the PRD loads' colninitment to reduce consumption. The cuive will be shifted leftward in this 
manner only for those portions o.fthe curve that are at or above the PRD Reservation Price, 
since the PRD load can be e::cluclecl only if the audion clears at or above that price. The 
Variable Resource Requireiment Curve .for each LDA in which 'die PRD resides (including 
tlie RTO curve) will be shifted in tlie exact same manner. 

__________---- _____ 
PJI \ I I2013 19 
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3.5 Demand CWV@S in the U ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ U  ~~~~~~~~~~ 

The First, Second and Thircl Incremental Auctions provide both a for~im for capacity 
suppliers to purchase replacement capacity, and a means for PJM to adjust previously 
committed capacity levels due to reliability requirement increases or decreases and .to 
recoup the appropriate share of the deferred S1ioi-k-Term Resource Procureinent Target 
The demand curve in these auctions will be built based on a combination of buy bids 
submitted by market participants and buy bids, it any, submitted by PJM. 
PJM will recalculate the RTO and each LDA Reliability Requirement prior to each of the 
First, Second, and Thircl Incremental Auctions based on an updated peak load forecast, 
updated Installed Reserve Margin, and an updated Capacity Emergency Transfer Objective. 
The recalculated Reliability Requirements are compared to the Reliability Requirements 
used in the prior auction for the same Delivery Year and a determination is made as to the 
need for the procurement and/or sale of capacity by PJM. 

For the RTO and each LDA, PJM will sum the following component quantities to determine 
the total quantity that it will seek to procure or release in each Incremental Auction: 

The Short-Term Resource Procurement Target Applicable Share (STRPTAS). For a 
1st or 2nd Incremental Auction, the STRPTAS is equal to 0.2 t,imes the Short-Term 
Resource Procurement Target used in the Base Residual Auction (BRA). For a 3rd 
Incremental Auction, the STRPTAS is equal to 0.6 times the Short-Term Resource 
Prociirenient Target used in tlie Base Residual Auction (BRA), 

Plus the difference between ,the Updated Reliability Requirement minus the 
Reliability Requirement utilized in the most recent prior auction conducted .for that 
Delivery Year. For a 1st or 2nd Incrernental Auction, this difference is only 
considered if the change in Reliability Requirement is greater than the lesser of 500 
MW or 1 Oh of the prior auction’s Reliability Requirement. Note that this quantity is 
negative if the IJpclated Reliability Requirement is less .than the Reliability 
Requirement utilized in the most recent prior auction. 

PIus/minus the amount of committed capacity that PJM sought to procurelrelease 
that did not clear in previous Incremental Auctions for the same Delivery Year. 

Minus any capacity PJM seeks to release in a parent LDA as a resu1.t of any 
Conditional Incremental Auction commitments for the same Delivery Year. 

If the result of such summation is a positive quantity, PJM will seek to procure such quantity 
by employing a PJM buy hid represented by the portion of the Updated VRR Cuive 
Increment extending right from the left-most portion on that curve in a MW amount equal to 
.the positive quantity. PJM will einploy a PJM bciy bid represented by the entire portion of the 
Upclated VRR Curve if the prior auction’s RTO/LDA Reliability Requirement less Shol-t-Term 
Resource Procurement Target exceeds the total capacity committed in all prior auction’s by 
the threshold (lesser of 500 MW or ‘1% of prior acrction’s Reliability Requirement). ‘The 
Updated VRR Curve Increment is the por’rion of the Updated VRR Curve to tlie right of a 
vertical line at the level of Unforced Capacity on ‘che x-axis of such curve equal lo the net 
Unforced Capacity committed to tlie PJM Region as a result of all prior auctions conducted 
for such Delivery Year. 

If the result of sLicIi summation is a negative quantity, PJM will seek to release such quantity 
by employing a PJM sell offer represented by the portion of the Updated VRR Curve 

o 

o 

u 

o 
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Decrement extending and ascending to the I& from tlie right-most portion on that curve in a 
MW arnount equal to the negative quantity. The Updated VRR Curve Decrement is the 
portion of the Updated VRR Curve to the 1e.F-t of a vel-kical line at the level of Unforced 
Capacity on the x-axis 0.f sLicIi curve equal to the net Unforced Capacity committed to the 
PJM Region as a result of all prior auctions conducted for such Delivery Year. 

Starting with the 20'l4./20'l5 Delivery Year, prior to each lncreinental Auction, PJM will 
calculate an updated Minimuin Annual Resource Requirement and a Minimuin Extended 
Summer Resource ReqWeineiiZ: .for the RTO and each LDA. The difference loetween the 
updated Minimum Annual Resource Requirement ininus the amount of previously procured 
capacity from Annual Resources will determine the portion of a PJM buy hid that must be 
satisfied by Annual Resources. If PJM is seeking to release capacity in the auction, this 
difference will determine the maximum amount of Annual Resources that PJM is willing to 
release. The diiference between the Minimum Extended Suininer Resource Requirement 
minus the combined total amount of previously procured Annual Resource and Extended 
Stmmer Demand Resources will determine the portion of a PJM buy bid that must be 
satisfied by Annual Resources and Extended Summer DR li: PJM is seeking to release 
capacity in the auction, this difference will determine the inaxiinuin amount of Annual 
Resources and Extended Summer DR that PJM is willing to release. 

In a Conditional Incremental Auction, tile quantity at the appropriate location required to 
address the identified reliability violation will he procured using a BUY Bid equal to 1.5 times 
Net CONE 
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Welcome to tlie Integration of Price Responsive Demand section of the PJM Manual for the 
PJM Capacity Marl& In this section, you will find the following information: 

o An oveiview of Price Responsive Demand in PJM Capacity Market (see "Oveiview oi 
Price Responsive Deinand in PJM Capacity Marl<e'c") 

The transition period for price responsive demand (see "Transition Period") 

Tlie eligibility requirements for price responsive demand participation in PJM 
Capacity Market (see "Eligibility Requirements for Price Responsive Demand") 

The PRD Plan requirements (see "PRD Plan Requirements") 

G 

o 

Q 

orasive ~~~~~~ in PJM ~~~~~~~y 
Tlie development and implementation of dynamic and time-di,~feren.tiated retail rates, 
together with utility investment in advanced metering infrastructure (AMI) has lead an 
increasing quantity OF load in PJM to be responsive to changing wholesale pi-ices. Thi-ough 
enabling technology and behavioral changes, consumers modify their demand as prices 
change without being centrally dispatched by PJM or bidding demand reductions into the 
PJM niarl<etss. Given tlie linkage between dynamic retail rate structures and wholesale 
prices, this price responsiveness is predictable and needs to be accounted for in the 
wholesale market design and operations. This predictable reduction in consumption in 
response lo  clianging wholesale prices is known as Price Responsive Demand (PRD) 

Although Price Responsive Demand is not directly dispatchable loy PJM, automated retail 
customer response to real time energy prices signals can produce a predictable demand 
curve as a function of real time energy price Prices typically increase during capacity 
emergencies ancl as a consequence demand drops. Price Responsive Demand will 
therefore be able to reduce the installed capacity required to meet Loss of Load Expectation 
(LOLE) based reliability standards. 

PRD is provided by a PJM Member that represents retail customers that have the capability 
to reduce load in response to price. PJM Member acting on behalf of sucli retail customers 
for the purpose of providing PRD is referred to as the PRD Provider. A PRD Provider for a 
given retail customer inay be the customer's retail Load Serving Enti"Ly (LSE). However, 
PRD may also he provided in the PJM markets by an entity such as an Electric Distribution 
Company (EDC), or Curtailment Service Provider (CSP) that does not have direct 
responsibility .for serving 'die retail load but ineets all of the eligibility requirements for 
providing PRD. 

In tlie PJM Capacity Market, a PRD Provider may voluntarily male a firm commitment of the 
quantity of Price Responsive Demand that will reduce its consumption in response lo  real 
time energy price during a Delivery Year. 

In order- to commit PRD for a Delivery Year, a PRD Provider inust submit a PRD Plan in 
advance of the Base Residual Auction or Third Incremental Auction .For such Delivery Year 
that demonstrates to PJM's satisfaction that the niaxiinciin iiominated amouiit of piice 
responsive demand will be available by the stali of the Delivery Year Additional PRD may 
participate in the Third Incremental Auction only in the event, and to .the extent that tlie LDA 
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final peak load forecast for the Delivery Year increases relative to tlie LDA preliminary peak 
load forecast used for the Base Residual Auction. 

A PRD Provider that is comiiiitiing PRD in Base Residual Auction or Third Incremental 
Auction must also submit a PRD election in the eRPM system which indicates tlie Nominal 
PRD Value in MWs that the PRD Provider is willing to commit at different reservation prices 
($/MW-day). The PRD election by PRD Providers will resu1.t in a change in the shape of the 
RTO/LDA VRR Curves used in the RPM Auctions. Based on the PRD elections and 
Resource Clearing Price in the RPM Auction, PJM will determine the Nominal PRD Value 
coinniitted by each PRD Provider. Those PRD Providers that elected to provide PRD at 
reservation prices equal to or less than the Resource Clearing Price will have the 
corresponding value of PRD committed in tlie RPM Auction. 

A PRD Provider that is committing PRD which is associated with load being served under 
the Fixed Resource Requireinent Alterinative is not required to submit a PRD election. The 
FRR Entity’s Preliminary Daily Unforced Capacity Obligation to be satisfied in the FRR 
Entity’s initial submittal of their FRR Capacity Plan for the Delivery Year will be reduced by 
the Nominal PRD Value associated with their FRR load that was approved by PJM in 
advance of the BRA, multiplied by the BRA Forecast Pool Requirement. The Final Daily 
Unforced Capacity Obligation of the FRR Entity that rnust be satisfied in the FRR Entity’s 
FRR Capacity Plan for the Delivery Year will be reduced by the total Nominal PRD Value 
associated with their FRR load that was approved by PJM in advance of the Base Residual 
Auction and Third lncreinental Auction for the Delivery Year, multiplied by the final Forecast 
Pool Requirement. The approval of the PRD Provider’s PRD Plan associated with the FRR 
load shall establish a firm commitment of the PRD Provider to the PJM approved sub- 
zonallzonal Nominal PRD Value. 

Once commitied in a Base Residual Auction, Third Incremental Auction or committed for 
load sewed under the FRR Alternative, Price Responsive Demand may not be uncommitted 
or replaced by available capacity resources or Excess Commitment Credits. However, a 
PRD Provider may transfer the PRD obligation to another PRD Provider bilaterally. 

A PRD Provider with a committed sub-zonal/zonal Nominal PRD Value through an RPM 
Auction or through the FRR Alternative will be required to register sub-zonal/zonal PRD 
prior to the start of the Delivery Year to satisfy their PRD commitment. Failure to register 
enough price responsive loads to nieet their subs-zonaVzonal PRD cominitment prior to the 
staii of the Deliveiy Year or ,failure to maintain enoiigh price responsive loads to meet their 
sub-zonal/zonal PRD commitment throughout the Delivery Year will result in a PRD 
Commitment Compliance Penalty. 

A PRD Provider will also be subject to performance compliance during Maximum 
Emergency Events during the Delivery Year. Failure to coniply during Maximum Emergency 
Events will result in a PRD Maximum Einei-gency Event Coinpliance Penally. If PJM does 
not declare a Maxiinuin Generation Emergency during the Delivery Year that requires the 
zonal PRD ‘io reduce to the zonal MESL, then the zonal registered PRD miist demonstrate 
that it was tested for a one-hour period during any hour wlien a Maxiinuin Generation 
Emergency Event may be called during June through October or the following May of the 
relevant Delivery Year. Failure of tile zonal registered PRD to reduce to the zonal MESL in a 
test will result in a PRD Test Failure Charge. 

An LSE serving PRD in RPM registered by a PRD Provider will receive a Daily PRD Credit 
($/MW-day) during the Delivery Year The Daily PRD Credit inay offset tlie Daily Locational 

___I_- _____- I____________ 
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Reliability Charges ($/day) that are assessed to the LSE serving siich PRD during the  
Delivery Year. A FRR Entity serving PRD wider the FRR Alternative will not be eligible to 
receive a Daily PRD Credit ($/MW-day) during the Delivery Year. 

The inaxirnum quantity of PRD that can Ise committed in the RTO through RPM Auctions for 
a Delivery Year is capped during the transition period (2016/2017 - 2018/2019) Delivery 
Years) as follows. 

Although there is a 1iini.t on the amount of PRD that may be committed to PJM through RPM 
Auctions during the transition period, there is no limit on the amount of PRD that can be 
reflected in the Day-ahead and Real-time Energy Markets. 

PRD will be committed in the Base Residual Auction based on the niost economical BRA 
PRD elections. IF, as a result of the initial clearing of the BRA, the total PRD commitments 
exceed the RTO cap for the transition Delivery Year, PJM will ensure that the total PRD 
commitments in a zone (or sub-zonal LDA) do not exceed a zonal (or sub-zonal LDA) 
allocation of the RTO cap. The RTO cap is allocated to the zones (or sub-zonal LDA) pro- 
rata based on the Preliininary Zonal (or Sub-Zonal LDA) Peak Load Forecast less zonal (or 
sub-zonal LDA) forecasted peak load to be served under the FRR Alternative. Unused 
poi,tions of a zonal (or sub-zonal LDA) allocation will be assigned to other zones (or suls- 
zonal LDAs) in which the initial PRD committed amount exceeded the zonal (or sub-zonal) 
allocation. Such assignments will be based on committing the most economical BRA PRD 
elections in such other zones (or sub-zonal LDAs). 
PRD will be committed in the Third Increinental Auction based on the most economical Third 
IA PRD elections. If, as a result of the initial clearing of the Third IA, the total PRD 
conirnitments in the BRA and Third IA exceed the RTO cap for the transition Delivery Year, 
PJM will ensure that the total BRA and Third IA PRD commiinients in a zone (or sub-zonal 
LDA) do not exceed a zonal (or sub-zonal LDA) allocation of tlie RTO cap. The RTO cap is 
allocated to the zones (or sub-zonal LDA) pro-rata based on the Preliininaiy Zonal (or Sub- 
Zonal L.DA) Peak Load Foi-ecast less zonal (or sub-zonal LDA) .forecasted peak load to be 
served under the FRR Alternative. Unused podions of a zonal (or sub-zonal LDA) allocation 
will be assigned t,o other zones (or sub-zonal LDAs) in which the initial total (BRA and Third 
IA) PRD committed amount exceeded the zonal (or sub-zonal) allocation. Such assignments 
will b e  based on Committing the most economical Third IA PRD elections in such other 
zones (or sub-zonal LDAs). 

Dtrriny the transition period, annual reviews will be coiidtictecl to inforin the market OF the 
impact of Price Responsive Demand. 
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3A. 3 E I ig i i3 i a i%y e ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ s  of Pries ~~~~~~U~~~~~ ~ ~ U ” ~ ~ ~ ~ ~ ~  

111 order .for load to be eligible to be considered as Price Responsive Demand, the end-use 
customer load must be. 

served under a dynamic retail rate structure with an LSE or subject -to a contractual 
arrangement with a PRD Provider where such rate or compensation arrangement 
can change on an hourly basis, is linked lo  or lsasecl cipoii a PJM real-time LMP 
trigger at a substation tocatioii within a traiisinission zone as electrically close as 
practical to the applicable load, and results in predictable response to varying 
wholesale electricity prices; 

subject to advanced metering capable of recording electricity consumption at an 
interval of one hour or less; and 

subject to Supervisory Control as defined in the Reliability Assurance Agreemeni: to 
curtail the demand should PJM declare an emergency condition. 

o 

o 

0 

Supervisory Control of custoiner load registered as Price Responsive Deinancl is required 
on the part of the PRD Provider consistent with any Relevant Electric Retail Regulatoiy 
Authority (RERRA) requirements. RERRA shall have the meaning specified in the PJM 
Operating Agreement. To the extent load was not already reduced, tlie PRD Provider is 
required to have the remote capability lo  decrease the load at each location contained in the 
PRD Registration ‘io the required service level when a PJM Maximum Einergency event has 
been declared and the LMP at the applicable location has exceeded the level at which tlie 
load has committed to reduce. PRD Providers with coininitted PRD are required to have 
autoination of PRD that is needed to respond to Real Time LMPs for the PRD Curves that 
are submitted in the PJM Energy Market. Automation of load respoiise to LMP trigger 
without manual intervention is required to be PRD. 

However, PRD Providers may request an exception to the automation requireinent for encl- 
use customers that are a single site, a single location and a single end-use custoiner with 
supervisory control over processes with which load reduction would be accomplislied. In this 
case, the end use custoiner site is eligible for this specific exception from standard 
automation requirement, but the end-use customer is still required to respond within 15 
minutes to Real Tiine LMPs for the PRD Curves that are subinittecl in the PJM Energy 
Market. 

The customer load must be on a dynainic retail rate structure with an LSE or subject to a 
contract,ual arrangement with a PRD Provider that results in retail charges or credits to the 
end use customer that are linlied to or based on the Real Time LMP. Multiple retail rates or 
contractual arrangements could qualify for this recluireinent, such as a structure where ,the 
retail charge or credit to the end-use custoiner is greatei-than or equal to the Real-tiine 
LMP, or applies only when tlie Real Tiine LMP exceeds a preset threshold. Dynamic retail 
rate structures, Ibased on PJM Real-time LMP, that qualify as Price Responsive Demand 
inay include: 

Critical Peak Pricing that allows reiail rates to rise when the wholesale inarltet price 
exceeds a thresholcl level; 

Critical Peak Relxte pricing which provides bill credits ,to consuiners who reduce 
their usage below a baseline quantity cluring periods when the wholesale marltet 
price exceeds a threshold level; or 

u 
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o Real-Time Pricing Imsed on LMP 

3A.4.q PRD Plan Siabmissiola 2% Apprwtla! Process 

A PRD Provider that wishes to nominate PRD load for a Delivery Year's Base Residual 
Auction or noininate PRD to reduce an FRR Entity's preliminary unforced capacity obligation 
must subinit a PRD Plan by email via the RPM Hotline at r i m  liotline~,72pim.coin no later 
than January 15 immediately prior to the Delivery Year's Base Residual Auction. Additional 
PRD may be nominated in an LDA in the Third Incremental Auction in the event and io the 
extent .that the LDA final peak load forecast used in Third Incremental Auction increases 
relative to LDA preliminary peak load forecast used in tlie Base Residual Auction. 
Nomination of additional PRD load in an LDA 'for a Delivery Year's Third Incremental Auction 
when LDA peak load Forecast increases may be made by submitting a PRD Plan by email 
via the RPM Hotline at rpm hotline@\jm.com no later than January 15 immediately prior to 
the Delivery Year's Third Incremental Auction. Nomination of additional PRD for use in 
reducing an FRR Entity's final unforced capacity obligation for the Delivery Year may also 
be made by submitting a PRD Plan by email via the RPM Hotline at rj3i-n hotline@iiiiii.coin 
no later than January 15 prior to the Delivery Year's Third Incremental Auction. 

Once received by PJM, tlie PRD Provider will receive an email confirmation that their plan 
has been received and will be reviewed by PJM. PJM will review tlie content to ensure 'the 
PRD Plan contains all the necessary detail and information. PJM will notify the PRD 
Provider within 'IO days of receipt of the PRD Plan and indicate whether or not the PRD Plan 
is approved or rejected. Any subinitted plan that is incomplete or falls short of meeting the 
informational requirements of a PRD Plan by such January 15 deadline shall be rejected. 

A PRD Provider must subn1i.t a PRD Plan no later than January 'I, prior to a Base Residual 
Auction or Third Incremental Auction if the PRD Provider wants PJM lo conduct an advance 
review of their PRD Plan. PJM will review the content of the PRD Plan and will notify tlie 
PRD Provider within 'IO days of receipt 0.f the PRD Plan if tlie submitted PRD Plan is 
approved or rejected. If the PRD Plan is rejected, PJM will provide to the PRD Provider a list 
of the areas in the PRD Plan that were not adequate PRD Plans that are denied by PJM in 
an advance review may be corrected and resubmitted no later than January 15, prior to the 
Base Residual Auction or Third Incremental Action. Alternately, PJM may approve a lower 
inaximum Nominal PRD Value supported by the PRD Plan. 

To help a PRD Provicler prepare and subinit a PRD Plan by the January 'I 5 deadline, the 
following information will be made available: 

o Prior year swniner weather normalized zonal peak loads posted by PJM by October 
31 The summer weather normalized zonal peak loads will be developed froin hourly 
metered zonal loads that include add backs clue to demand response and price 
respoiisive demand in accordance with PJM Manual '1 9, Load Forecasting and 
Analysis. 

Customer PLCs developed and made available by EDCs based on prior year 
summer weather normalizecl Zonal 1peak loads by December 31 

Zonal Scaling Factors (Ratio 0.F Delivery Year Zonal Peak Load Forecast to prior year 
suinmer weather normalized Zonal peak load) poskd by  PJM by January first week 

o 

o 
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3A.4.2 Required ~~~~~~~~~~~~~ of a PRB P13n 
The PRD Plan is a document submitted by the PRD Provider that defines and provides data 
to support a PRD Provider's maximum Nominal PRD Value in a Zone or sub-zone LDA (for 
example, if iiomiiiating PRD in DPL South or PS North). The PRD plan must identify any 
niethods and techniques tha.t will be  used to detei-mine and verify the quantity of load 
consumed at vaiying wholesale price levels. A single PRD Plan may be submitted to cover 
inultiple Sub-zonelZone locations, provided that the price-demand curves are submitted on 
a Sub-zonelZone level. All of the assumptions, procedures, and data for the PRD Plan 
should be clearly documented The data included should he sufficient for a third party -to 
audit the procedures and verify the PRD Provider's niaximuni Nominal PRD Value in a Sub- 
zo n e/Zo n e. 
The PRD Plan must detail the price responsive characteristic of the customer load at a zonal 
or sub-zonal LDA (for example, if load is in PSEG-North or DPL-South) level If ltnown, the 
PRD Plan should detail the price responsive characteristics at a substation level. The price 
responsive characteristic of such customer loads must b e  provided in terms of the quantity 
of load that will contin~ie to consume at various levels of price. 

The E::pected Peak Load Value of PRD is the expected contribution of such PRD Provider's 
price responsive load to the Delivery Year's Zoiial Peak Load Forecast if such load were noi: 
to be reduced in response to price. The substation/sub-zonaI/zonal Expected Peak Load 
Values of PRD will be  aggregated to determine the ZonaVLDA I Expected Peak Load Value 
of PRD quantity for the PRD Provider in such Zone/LDA. 

The Maximum Emergency Service Level (MESL) is the level Eo which tlie price-responsive 
load will be redLiced during the Delivery Year when a Maximum Emergency Event is 
declared. The quantity of load that will be consumed at a price equal to the applicable 
energy niarltet offer cap to the relevant deliveiy year represents the MESL. The locational 
MESL quantities (at substation/sub-zonal/zonal) will be aggregated lo determilie the 
Zone/LDA MESL quantity for the PRD Provider in such ZonelLDA. 

For the purposes of the PRD Plan, the PRD Provider's Nominal PRD Value for a ZonelLDA 
is ihe difference between the PRD Provider's Zonal/LDA Expected Peak Load Value of PRD 
and MESL for such Zone/LDA. 

A Price Responsive Demand (PRD) Plan submitled to PJM must include" 

o Company name 

o Submission date 

Company address and contact information 

Indication of whether price responsive demand is being nominated for an RPM 
Auction or for use in reducing an FRR Entity's unforced capacity obligation 

Location 0.f Price Responsive Demand by applicable electrical location within a 
transmission zone (i e., PNODE), if available at the time of submittal of PRD Plan, or 
by Sctls-zone/Zone At the .time of the submitial of PRD Plan, the PRD Provider may 
provide data at the smallest LDA level, but the PRD Provider is required to provide 
final locational detail (i.e , PNODE) prior to Deliveiy Year. 

Expected Peak Load Value oi: PRD by applicable electrical location, if available, or 
by S u is-zone/Zone 

o 

o 
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Maximum Emergency Service Level (MESL) of P ice  Responsive Demand by 
applicable electrical location, i f  available, or by Sub-zoiielzone 

Nominal PRD Value by applicable electrical location, if available, or by Sub- 
zonelzone. The smallest increment that may be submitted for a Sub-zonelZone is :l 
MW. 

PRD Reservation Price, elected by PRD Provider as defined in section 3A.4.2.3 

Price-Demand curves at the applicable elec.trica1 location, (PNODE)/Sub-zoiie/Zone 
level, detailing the base electricity consumption level as well as the decreasing 
consumption levels (i.e , demand levels) at increasing wholesale energy prices (Le", 
real-time LMPs). 

A description of the methodologies, analysis, or pilot programs ~ ised to determine the 
Expected Peak Load Value of PRD, Maximum Emergency Seivice Level (MESL) 
value, and Price-Demand C~irves 

Specifications of the equipment used to meet tlie advanced metering and 
supervisory control requirements, including a project plan and timeline with the 
milestones that demonstrates that the AMI and supervisory control will be available 
aiid operational for the stait of the Delivery Year 

If the PRD Provider is an LSE, documentation, conforming to Section 3A.4.2.2 
below, verifying that the LSE has Relevant Electric Retail Regulatory ALithority 
("RE R RA") approval: 

(a) Where LSE is under the ,jurisdiction of a RERRA, docLimentation verifying 
that the RERRA has approved the LSE's PRD Program including the time 
varying rate str-ucture required to implement the program. 

(b) Whether or not the LSE is under the jurisdiction of a RERRA, 
documentation verifying that such rate conforms to PRD implementation 
standards as specified in the PJM RAA, PJM Operating Agreement, PJM 
OATT and PJM Manuals. 

If 'the PRD Provider is not a LSE, documentation conformation to Section 3A.4.2.3 
below, verifying that tlie contractual arrangement with relevant end-use customers 
establishing a time-vaiying retail rate structure that conforms to any RERRA 
requirements and adheres to PRD implementation standards as specified in PJM 
RAA, PJM Operating Agreement, PJM OATT and PJM Manuals. 

AMI is required in support of the PRD installation: 

(a) In jurisdictions where the PRD program is under the jurisdiction of a 
RERRA, the PRD Provider shall use the AMI infrastr~icture in 
con-formance with RERRA requirements. FLirtliermore, the AMI system 
shall be designed to allow for full implementation of PRD including 
metering reading requirements, supervisory control requirements, and all 
other reyuireineii.ts developed under tlie PJM RAA, PJM Operating 
Agreements, OATT and PJM Manuals. 

approval for the PRD program, the PRD Provider shall use an automatecl 
ni e te ri n g in frastr uct u re th at effects the needed ope ratio 11 a I recl LI i re me n ts 

(I)) 111 jurisdictions where PRD Provider is not required to obtain RERRA 
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.for PRD. Furthermore, the metering inFrastructure shall be designed to 
allow for full implementation of PRD including meter reading 
requirements, supervisory control reyuirernents, and all other 
requirements developed under .the PJM RAA, PJM Operating 
Agreements, OATT and PJM Manuals. 

(c) The ineter utilized to measure consumption for the purpose of retail billing 
shall also be the meter utilized to measwe consuinption for the purpose 
of PRD participation. 

3A.4.2.9 Verification of Retail ate St ruc tu re  with LSE 

Before PJM will approve a LSE’s PRD Plan, PJM will require tha“i the LSE verify that it has 
received Relevant Electric Retail Regulatory Authority (“RERRA’) approval of its time- 
varying retail rate structure for the referenced load. An LSE that seeks to assert that the 
RERRA approves or conditionally approves (which condition the LSE asserts has been met) 
its time varying retail rate structure for the referenced load, shall provide to PJM, within ten 
( 1  0) business days of PJM’s request, either: (a) an order, resolution or ordinance of the 
RERRA, approving or conditionally approving (which condition the LSE asserts has been 
met) the LSE’s time varying retail rate structure for the rekrenced load, or (b) an opinion of 
the Relevant Electric Retail Regulatory Autliority’s legal counsel attesting to existence of a 
RERRA order, resolution or ordinance approving or conditionally approving (which condition 
the RERRA legal counsel or the LSE asserts has been met) the LSE’s time varying retail 
rate structure for the referenced load. If the LSE fails to provide the required documentation 
to PJM within the referenced ten business days, PJM shall reject tlie LSE’s PRD Plan. 

In RERRA jurisdictions where a LSE is not required by tlie RERRA to seek approval from 
.the RERRA for its time varying retail rate structure for the referenced load, the LSE shall 
provide to PJM, within ten (IO) business days of PJM’s request, an opinion of either the 
LSE’s legal counsel or the RERRA’s legal counsel attesting that the LSE does not need to 
obtain approval frorn the RERRA for the LSE’s time varying retail rate structure for the 
referenced load, and that the LSE’s time-vaiying retail rate structure for the referenced load 
adheres to any guidelines established by the RERRA. If the LSE fails to provide the 
required documentation to PJM within the ten business days, PJM shall reject the LSE’s 
P R D  Plan. 

3A.4.2.2 We ri Cica t io !a of Contractu a B A n a  lag eme rat wit la P RD P rovid e I’ 

In the case where the PRD Provider is 110.i: a LSE, PJM will require the PRD Provider to 
provide documentation, within (I 0) business days of PJM’s irequest, that verifies that their 
contractual arrangement with the relevant end-use customers establishing a time-varying 
retail rate structure that conforms any RERRA reqLrirements a i d  adheres to PRD 
iinpleinentation standards specified in the PJM RAA, PJM Operating Agreement, PJM OATT 
or PJM Manuals. The PRD Proviclei- sliall provicle to PJM, within ten (IO) business days 0.f 
PJM’s request, copies of their applicable contracts with end-use customers capable 0.f 
reducing load in response to price (including any proposed contracts). II’ the PRD Provider 
.fails to provide any of the reyciirecl documentation, including b ~ i t  not liinited to end-use 
customer contracts within the ten business days, PJM shall reject the PRD Pi-ovider’s PRD 
Plan. 
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In RERRA jurisdictions where a PRD Provider is not required by the RERRA to seek 
approval from the RERRA for its contractual arrangement for the referenced load, the PRD 
Provider shall provide to PJM, within ten ( I O )  business days of PJM's request, an opinion of 
either tlie PRD Provider's legal counsel or tlhe RERRA's legal counsel attesting that the 
PRD Provider does not need to obtain approval from the RERRA .for the PRD Provider's 
contractual arrangement for the referenced load, and that the PRD Provider's contractual 
arrangement for tlie referenced load adheres to any guideliiies established by the RERRA. 
If the PRD Provider fails to [provide the required documentation within the ten business days, 
PJM shall reject the PRD Provider's PRD Plan. 

3A.4.2.3 PRD Election Wequirerner~ts 
A PRD Provider that is nominating PRD for an RPM Auction must also submit a PRD 
election (indicating the Sub-zonal/Zonal Nominal PRD Value to be provided at different 
reservation prices) in the eRPM sysleni by January 15, prior to the Base Residual Auction or 
Third Incremental Auction for the relevant Delivery Year. 

A PRD election must include: 

ZonaVSub-zonal Nominal PRD Value (MW) and Reservation Price ($/MW-day) pair(s) that 
meet the following requirements. 

(a) Up to ten quaiitity(MW)-price($/MW-day) pair segments .for a zondsub-zone may 
be submitted 

(b) A minimum and maximLiim Nominal PRD Value quantity must loe submittecl for 
each segment 

(c) The smallest increment that may be submitted for a Nominal PRD Value MW 
quantity is 0.1 MW. 

(d) The sum of the maximum Nominal PRD Values in the segments must not exceed 
the sub-zonallzonal Nominal PRD Value requested for approval by PJM in the PRD 
Provider's PRD Plan. If PJM approves a lower sub-zonal/zonal Nominal PRD Value 
than the requested value in their PRD Plan, the PRD Provider will be asked to 
resubmit heir PRES election such that the niaximum Nominal PRD Values in the 
segments does not exceed tlie final sub-zonal/zonal Nominal PRD Value approved 
by PJM 

(e) A Reservation Price submitted in a segment mList be equal to or greater than 
$O/MW-clay. If a PRD Provider does not submii: a reservation price .for a segment, the 
reservation price will clefadt to $O/MW-day. A PRD Provider is willing .lo commit the 
Nominal PRD level specified in a segment if the RPM Auction Resource Clearing 
Price applicable to Annual Resources in the zone/sub-zone is equal to or greater 
than the Reservation Price specified in such segment. 

(f) The PRD Provider is willing to accept tlie coniinitmeii~t of any amount OF Nominal 
PRD Value equal to or greater than the minimum MW amount quantity specified in a 
segment and equal to or less than tlie maximum MW amount quantity specified in a 
segment 

(g) If a PRD Providei-'s PRD Plan is not approved by PJM, the PRD Provicler's 
Eleciion will be rejected by PJM and not considered in the RPM Auction clearing. 
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Upon posting of tlie RPM Auction Results, PJM will notify the PRD Provider via the eRPM 
system of their sub-zonallzonal committed Nominal PRD Value Upon notification by PJM, 
the PRD Provider has a binding commitment to provide sub-zonal/zonal PRD at tlie 
committed level during the relevant Delivery Year. 

3A.5 ~~~~~~~~~~~~ OF Price 
A PRD Provider will be reqrrii-ed to regisfer price responsive load in eLRS system prior to the 
shr t  of 'die Delivery Year and maintain the registration of enough price responsive load in a 
zone/suh-zone throughout the Delivery Year to satisfy their zonal/sub-zonal PRD 
commiirneiits. 

Only load that meets all the eligibility requirements of PRD can be registered as PRD. The 
registration of price responsive load must be identified at the substation location within a 
transmission zone as electrically close as practical to tlie applicable load (Le., PNODE). 

If during the Delivery Year, the load no longer meets all the eligibility requirements of PRD, 
the PRD Provider must terminate the initial registration on the date the load no longer meets 
the eligibility requirements. The PRD Provider rnay also register inew ctistomers throughout 
tlie Delivery Year to cover loss of PRD load when custoiners drop out of the PRD Provider's 
prog ra in 

End-use customer loads identified in a PRD Plan or PRD registration for a Delivery Year as 
Price Responsive Demand may not, for such Deliver Year, (i) be registered as Economic 
Load Response or Emergency Load Response; (ii) be used as the basis of any Demand 
ResoLirce Sell Offer or Energy Efficiency Sell Offer in any RPM Auction; (iii) be identified in a 
PRD Plan or PRD registration of any other PRD Provider. 

An individual site registration must be submitted for each end-use customer site that is price 
responsive and has a peak load contribution equal to or greater than 'IO KW. The site 
registration must identify the LSE serving the load a'c the site, the EDC, PLC, MESL, EDC- 
assigned loss factor, PNODE, and whether the load is being served by the LSE under the 
RPM or the FRR Alternative. The MESL in the registration represents the load level that the 
site is coinmitting to be at during a Maxiinwn Emergency Event. 

An aggregate registration inay be submi.tted to aggregate end-use customer sites that have 
peak load contributions below 10 KW provided such aggregate registration inust represent 
eiid-use custoiners sewed by the same Load Serving Entity under RPM or FRR Alternative 
and located a.1 the same PNODE. 

PJM will receive data to validate the PLC calculation of any EDC who is also an LSE thai 
has registered PRD for a given year. 

The Nominal PRD Valiie calculated for a registration is equal ,to i l ie [PLC '' Filial Zonal Peak 
Load Forecast//Prior Summer Weather Normalized Zonal Coincident Peak] - [MESL in the 
registration" EDC-assigned loss factor.] 

PJM will aggregate the Nominal PRD Values of effeclive, approved registrations in a 
zonelsub-zone to determine the PRD Provider's actual Daily Nominal PRD Value in 
zonelsuh-zone for each day during the Delivery Year. 
I he deadline for tlie submittal OF a PRD registration in tlie eLRS system is one day before 
the tentli business day prior to the stari- date tliat a PRD iregistration is effective so that 

- 
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adequate time is provided for the EDC and LSE to confiriii the registration data. During the 
Delivery Year, if the load identified in the approved PRD registration will no longer meet the 
PRD eligibility requirements, a request to .terminate the PRD registration on the last day that 
such load ineets the PRD eligibility requirernents must be submitted in eLRS within two 
business days prior to the da.te that the PRD registration is to terminate. A PRD registration 
must be in an approved status by the start date of the registration aiid be effective on the 
delivery day in order for such registration to be counted towards meeting tlie PRD Provider's 
committed sub-zonal/zonal Nominal PRD Value for tlie relevant delivery day. 

For a PRD Provider, the MW amount of PRD that is currently registered by the PRD 
Provider at the h i e  of PRD Plan submittal inay be coiisidered as Existing PRD and not be 
subject to a Price Responsive Deinaiid Credit Requirement. 

ance ~ ~ ~ ~ ~ i r ~ ~ ~ ~ ~ ~ ~  of rice ~~~~~~~i~~ Deonancl 
Once a PRD Provider commits PRD for the Delivery Year, the PRD Provider will be subject 
to both daily commitment compliance during the Delivery Year and event coinpliance during 
Maximum Emergency Events during the Delivery Year. In the absence of a Maximum 
Emergency Event during the relevant Deliveiy Year that required a PRD registration to 
respond, such registration would be required to test during the Delivery Year. 

A PRD Provider cannot use replaceinent capaciky to reduce a MW shortfall for PRD 
coinniitment compliance, failure to perform during a MaxitnLiin Emergency Event, or failure 
to perform during a test However, a PRD provider inay register additional price responsive 
demand througlioul- the Delivery Year to cure a daily commitment coinpliance shortfall or 
avoid additional event compliance shortfalls. In addition, a PRD Provider inay transfer the 
obligation to provide PRD to another PRD provider through a bilateral transaction 

384.6.'1 PRD Commitment Compliance 

A PRD Provider must register enough PRD prior to the start or'.tIie Delivery Year aiid 
maintain enough Price Responsive Deinancl registrations throughout -the Delivery Year to 
satisfy their sub-zoiiallzonal PRD commitment for RPM or FRR. 

PRD commitment compliance will be evaluated on a daily basis throughout the Delivery 
Year. PJM will determine the actual Daily Nominal PRD Value of the PRD Provider in a 
Sub-Zone/Zone for RPM or FRR based on the registration information provided in the eLRS 
systeri. If a PRD Provider's actual Daily Nominal PRD Value in a Sub-Zone/Zone for RPM is 
less than their coininitted Nominal PRD Value in Sub-Zone/Zone for RPM, the PRD Provider 
will be subject to a Daily PRD Coininitment Compliance Penalty in the Sub-zone/Zone for 
the MW shoi-ifall. If a PRD Provider's actual Daily Nominal PRD Value in a Sub-Zone/Zone 
for FRR is less than their coininittecl Noininal PRD Value in SubZonelZone lor FRR, the 
PRD Provider will be subject to a Daily PRD Commitment Coinpliance Penalty in the Sub- 
zoiie/Zone for the MW shortfall. 

3A.8.2 Maximlana Emergency Event 60mpliasace 

Sub-zoiial/zonal coininittecl PRD is required to reduce to a level based on the sub- 
zonal/zonal MESL in the registration system upon PJM declaration OF a Maximum 
Einergency Event during 'chat Delivery Year. DLiring the Delivery Year, PRD Providers for 
which committed Price Responsive Demand does not respond consistent with the sub- 

PJM 0 2013 
Revision 18. Effective Date 03/28/2013 

32 



KPSC Case No 2013-00244 
I W C ' s  First Set of Data Requests 
Received May I O ,  201 3 
Rein No 20 
Attachment 1 
Page 42 of I94 

Manual 18. PJM Capacity Marltei 
Section 3 Demand in the Retiability Priciiig Model 

zoiial/zonal commilinent during emergency conditions will be subject to a PRD Maximum 
E me rg e i i  cy Eve 1i.t C o in p I i a n ce P e ii a It y I 

I he performance of Price Responsive Demand will be measured aiid verified wheiiever 
PJM declares a Maximum Emergency Event in sub-zonelzone. PRD Providers are 
responsible .for the submittal to PJM of all meter information required to complete this 
ineasurement and verification for each PJM Maximum Emergency Event during .the Delivery 
Year. PJM requires that actual metered data at the end-use customer site for all hours 
during the PJM Maximum Emergency Event be submitted to PJM via the eLRS system 
within 60 days of the event, with accountability iffor failure to do so. PJM's review of the 
PRD Provider's peiformance and the calculation of a net MW shoitfall in a sub-zone/zone 
for a MaximLiin Einergency Event are lo be coinpleted by the PJM and any resulting PRD 
Maximum Emergency Event Compliance Penalties billed by the later of (i) third billing inonth 
following the Maximum Emergency Event or (ii) the month of December of the Delivery 
Year. 

Emergency Event in same sub-zone/zone 0.f such PRD registration and when the PRD 
Curve associated with such registration in the PJM Energy Market has a price point at or 
below the highest Real-Time LMP recorded during the Maximum Emergency Event. 

The MW shortfall for a PRD registration = highest hourly integrated metered load for end- 
use customer(s) associated with tlie registration - adjusted MESL of the registration. 

If the PRD Provider failed to submit actual metered data for the end-use customer site for all 
hours during the PJM Maxiinum Emergency Event, the MW shortfall for such registration for 
the Maximum Emergency Event will be equal to the Expected Peak Load Value of the 
registration minus the adjusted MESL of the registration. 

The MW shortfall for a PRD registration will be capped at the PRD commitment level (MW) 
for such registration on the day of the event. The PRD Provider's committed Zonal (or Sub- 
Zonal LDA) Nominal PRD Value on the day of the event is allocated to the PRD Provider's 
registrations in the zone (or sub-zonal LDA) pro-rata based on tlie Nominal PRD Value of 
the registrations to determine the PRD commitment level for such registrations. 

For event compliance, the MESL of the registration is adjusted to account for the fact that 
actual load can be greater than the PJM 50/5O load forecast during an emergency event. 
The MESL in the registration will be multiplied by the higher of 1 .0 or (the ratio of the actual 
iion-PRD zonal load at tlie time of RTO unrestricted peak for the Delivery Year to tlie non- 
PRD final zonal peak load forecas.i for the Delivery Year.) 

The adjusted MESL for a registration shall equal the MESL reported in the registration .'' 
service level adjustment -Factor. 

The service level adjustment factor = higher of 1 .O or (actual zonal load - actual total PRD 
load in zone/ (Final Zonal Peak Load Forecast-final total Zonal Expectecl Peak Load Value 
of PED in Zone), where: 

Actual zonal load is equal to the actual unrestricted zonal peal; load at the time of the RTO 
peak. 

Actual eotal PRD load in zone is the hourly inteyratecl metered load .for all encl-use 
cusloniers' registered to meet a PRD commitment for RPM or FRR Alternative at ihe lime of 
the RTO unrestricted peak for i-he Delivery Year plus any add-backs for PRD in accordance 

- 

Compliance is measured for a PRD registration upon declaration of a PJM Ma,,' "I m u Ill 
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with Manual 19: Load Forecast aiid Analysis. The final total Zonal Expected Peak Load 
Value of PRD in the zone is equal to the sum 
determined from approved PRD registrations that are effective on the day of the RTO 
unrestricted peak for the Delivery Year 

A single service level adjustment factor applies for each zone and is used in the imeasuriiig 
coinpliance for all Maximum Emergency Events during the Delivery Year. The service level 
adjustment factor inust be greater than or equal to 1.0. 

The event compliance evalLiatioii for a registration is completed for every, fiiII clock hour for 
which the Maximum Emergency Event was in effect. In addition, for any partial clock hours 
during which the Event was in effect, at the PRD Provider's option, PJM will verify either tha"L 
the load was reduced to the adjusted MESL level within 15 minutes ofthe emergency 
procedures notification regardless of the response rate submitied in the associated PRD 
Curve in the PJM Energy Market, or that the hourly integrated value of the load was at or 
below the adjusted MESL. If not verified, the MW shortfall for the partial clock hour will be 
equal to the hourly integrated load for the whole l io~ i r  minus the adjusted MESL.. 

The highest of MW shortfalls calculated for each hour in the Maximum Emergency Event will 
be the MW shortfall for the registration for the Maximum Emergency Event. A positive MW 
shortfall for the registration represents under-compliance for the Maximum Emergency 
Event. A negative MW shortfall for the registration represents over-compliance for the 
Maximrim Emergency Event. 

The MW shortfalls of the PRD Provider's PRD registrations in a sub-zone/zone that were 
expected to respond are aggregated to determine a PRD Provider's sub-zonal/zonal ne l  
shortfall during a Maximum Emergency Event. 

If the PRD Provider registered PRD to satisfy RPM PRD commitments and PRD to satisfy 
FRR PRD commitments, the PRD Provider's sub-zonallzonal net shortfall for a Maximum 
Emergency Event will be allocated into a net shortfall for RPM and a net shortfall for FRR 
based on the percentage of the total under-compliance MWs in the sub-zone/zone due .to 
under-compliance MWs 0.f registrations tied to RPM versus FRR. 

The PRD Provider's sub-zonal/zonal net shortfall for RPM for a Maxiinurn Emergency Event 
may be redLiced by the amount of daily MW shortfall for RPM commitment compliance if the 
PRD Provider is assessed a Daily PRD Cominitinent Compliance Penalty on the day of the 
Maximum Emergency Event. 

The PRD Provider's sub-zonakonal net shortfall for FRR for a Maximum Einergeiicy Event 
iiiay be reduced by the aiiiouiit of daily MW shoi-tfall for FRR commitment compliance if the 
PRD Provider is assessed a Daily PRD Commitment Compliance Penalty on the day o'i the 
Maximum Emergency Event. 

the Zonal Expected Peak Load Values as 

If PJM does not declare during the relevant Deliveiy Year a Maximum Generation 
Emergency in zone that requires the registered PRD to I-educe to the Maximum Einergeiicy 
Service Level then such registered PRD must deinonstrate that it was tested Tor a one-hour 
period drjring any hoi.ir when a Maximum Generation Emergency iiiay be called during June 
through October or the .following May of the relevant Delivery Year. If a Maximum 
Generation Emergency that requires the registered PRD to reduce to the Maximum 
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Emergency Seivice Level is called during the relevalit Delivery Year, then no PRD Test 
Failure Charges will loe assessed for such PRD registrations. 

All PRD registrations in a zone must be tested simultaneously except that, when lesP tl i a i i  
25 percent (by megawatts) of a PRD Provider's total PRD registered in a Zone fails a test, 
the PRD Provider may conduct a re-test limited to all registered PRD that failed the prior 
test, provided that such re-test must be at the same time of day and under approximately 
the same weather conclitions as the prior test, and provided further that all af-Filiatecl 
registered PRD must test simultaneously, where affiliated means registered PRD that has 
any ability to shift load and that is owned or controlled by the same entity. If less than 25 
percent of a PRD Provider's total PRD registered iii a Zone fails the test and the PRD 
Provider chooses to conduct a retest, the PRD Provider may elect to maintain the 
performance compliance result for registered PRD achieved during the lest if the PRD 
Provider: ('I) notifies PJM 48 hours prior to the re-test wider this election; and (2) the PRD 
Provider retests affiliated registered PRD under this election. 

Multiple tests may be conducted; however only one test result may be submitted for each 
end-use customer site in eL.RS for test compliance evaluation. Test data iiius't be submitted 
in eLRS on 01- after Julie 1 and no later than July Idth after the Delivery Year. 

I estiiiy compliance is measured for a PRD registration in a manner similar .to event 
compliance I 

The MW testing shortfall for a PRD registration = hourly integrated metered load for end-use 
customer(s) associated with the registration during test - adjusted MESL of the registration 

The MW shortfall for a PRD registration will be capped at the PRD commitment level (MW) 
for such registration on the day of t he  test. The PRD Provider's committed Zonal (or Sub- 
Zonal LDA) Nomiiial PRD Value on the day of the test is allocated to the PRD Provider's 
registrations in the zone (or sub-zonal LDA) pro-rata based on the Nominal PRD Value of 
the registra'iions to determine the PRD commitment level for such regisfrations. 

The adjusted MESL .for a registration shall equal the MESL reported in the registration '" 
service level adjustment factor. The same zonal service level adjustment factors that would 
be calculated .for event compliance are used for test compliance. 

Positive MW shortFalls represent underpetformance for a PRD registration. Negative MW 
shortfalls represent over Ioerformance for a PRD registration 

The test coinpliance results of the PRD Provider's PRD registrations in a zone that were 
expected 'io test are aggregated to determine a PRD Provider's net zonal testing shortfall. 

If the PRD Provider registered PRD to satisfy RPM PRD coinmiiments aiid PRD to satisfy 
FRR PRD commitments, the PRD Provider's net zonal testing shortfall will be allocated into 
a net zonal testiiiy shortfall for RPM aiid a iiet zonal testing shoi-tfall ,for FRR based on the 
percenkage of the total tinder-compliance MWs in .the zone dtie to tinder-conipliance MWs of 
registrations tied to RPM versus FRR. 

The PRD Provider's net testing shortfall in a zone for RPM shall be reclciced by the PRD 
Provider's summer daily average of the MW shortfalls for RPM PRD cotntniiineni 
compliance. Any remainiiig positive net testing shortfall in the zone for RPM will be 
assessed a PRD Test Failure Charge. 

- 
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TIie PRD Provider's net testing shortfall in a zone ,for FRR shall be reduced loy the PRD 
Provider's suininer daily average of 'ilie MW shortfalls for FRR PRD coiiiinitment 
compliance. Any remaining positive net testing slhortfall in the zone for FRR will be assessed 
a PRD Test Failure Charge. 

A PRD Provider may transl'er Ilie obligation to provide PRD bilaterally to another PRD 
Provider during the Deliveiy Year. 

The following are the business rules that apply to P R D  bilateral transactions: 

PRD bilateral transactions inust be reported in the eRPM system 
Both parties of the PRD trailsaction inust confirm the transfer or' a PRD coinmitmenl" 
frorn the seller (transferor) to the Ibuyer (transferee) via the eRPM system prior to the 
start date ofthe transaction 

PRD bilateral transactioiis inust be in the "Approved" sta.tus by tlie stail date of the 
transaction or the status of such transaction will be changed to "PJM Withdrawii". 

The smallest increment of cominitted Nominal PRD Value that iiiay be transferred is 
0.1 MW. 

PRD transactions must specify: 

o 

o 

start and eiid data for the transaction 

the amount OF Nominal PRD Value (in MW) to be transferred 

.[lie sub-zondzone in which the Nominal PRD Value to be transferred was 
coinmitted 

whether tlie Noiniiial PRD Value to be transferred was committed to RPM or the 
FRR Alternative 

o thhe RPM Auction (BRA or Third IA) for which tlie Nominal PRD Value to be 
transferred was cominitked (if committed to RPM) 

The eRPM system will vaticlate that thhe Seller has the committed Norninal PRD 
Va lw  in the sub-zondzoiie to transfer for tlie twin of the transaction. 

To the extent that the Nominal PRD Value to be transferred has a Pi-ice Responsive 
Deinand Credit Requirement, the Buyer inust have sufficieiit credit in place prior to 
PJM approving the PRD transaction 

As a result of an approved PRD transactioii, the inuyer Ilia's is assuming the seller's 
PRD coininitinent and obligatioiis will be subject to PRD performance requireinents 
to the extent 0.f such transfer and for the term of .the transaction. 

I lie seller shall Ioe relieved o l  its PRD commitment and any Price Responsive 
Deinand Credit Reyuireineiits for the bloininal PRD Value transferred ,for .the term OF 

'die transaction. 

o 

o 

- 
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Welcome to the Siipply Resoiirces in RPM section of the PJM Manual for the PJM Capacify 
Market. In this section, you will .find the following information. 

An overview description of supply in the Reliability Pricing Model (see "Overview of 
Supply in the Reliability Pricing Model") 

The business rules for generation resources (see "Generation ResoLirces") 

The business rules for load management products (see "Load Manageinent 
Products") 

The business rules for energy efficiency resources (see "Eiiergy Efficiency 
Resources") 

The business rules for qualified transinissioii upgrades (see "Qualified Transmission 
IJpgrades") 
The business rules for bilateral transactions (see "Bilateral Transactions") 

The business rules for resource poiffolios in RPM (see "Resource Portfolios") 

The credit requireinelits in RPM (see "Credit Requirements") 

o 

o 

G 

wervisw UF supp[ly in the imy ~~i~~~~ Mods8 
In the Reliability Pricing Model, the supply of installed capacity is procured to m e t  demand 
as a function of the clearing of the RPM Auctions. In each auction, a s~ipply cuive is defined 
based on the oflers submitted by providers with installed capacity resources. Supply, valued 
as unforced capacity, that is procured in the RPM multi-auction clearing process, ensures 
that sufficient resoLirces are committed to meet the PJM Reliability Principles and 
Standards. 

A party's s~ipply resource portfolio in eRPM may consist OF. 

Q Generation Resources; 

L.oad Management Resources; 

o Energy E.ii'iciency Resources; and 

Qualifying Transmission Upgrades. 

Key qualir'ications and requirements for genera.tion resources are presented in Existing 
Generation, Planned Generation, and Bilateral Unit-Specific Transaction sections of this 
Ma n LJ a I. I<e y q u al il'icat io ns and req u i re m e n ts for load man ag erne lit lo rod LI cts a re p re se ntecl 
in the Load Management section of this Manual. I<ey qualificatioiis arid r-eq~rirernents for 
Energy Eificiency Resources are presented in the Energy Efficiency Resources section ol' 
this Manual. Key qualifications and requirements for Qualified Transmission Upgrades are 
presented in the Qualified Transmission Upgrade section of Iliis Manual. 
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Prior to any RPM auction, RPM suppliers must confirm the modeling of each of their 
capacity resources. RPM suppliers must verify the following characteristics of generation 
units and demand resources: 

0 Zone assignment 

0 LDA assignment 

0 Unit Location by State 

0 lJnit Type I 

ene ratii 0 Ul Reso L! rces 
A party’s Generation Resource portfolio imay consist of existing generation, planned 
generation, and bilateral contracts for unit-specific capacity resources Qualifications and 
requirements for generaiion resources are presented in the sections below 

4.2.1 E ~ i s t i n g  ~ ~ n ~ r ~ , ~ i ~ n  Reao~irces - Beaksrnal 

Existing generation located within the PJM region is eligible Eo b e  offerecl into RPM Auctions 
or traded bilaterally if it meets the following requirements: 

o The unit is pre-ceifified by PJM as meeting the generation deliverability test. PJM’s 
certi.fication process for internal generating resources is described in the Tar# a i d  
the Operating Agreemenit 

The resource owner or operator submits the required operating and maintenance 
information into PJM’s eDART and eGADs systems. 

The resource owner or operator performs winter and summer testing as described in 
PJM’s Rules and Procedures for Determination of Generating Capability (M-21) io 
verify the net capability of each unit 

The unit resides in the eRPM resource portfolio o i  a signatory of the PJM Operating 
Agreement. This is accomplisliecl by having an “Approved” Capacity Modification in 
tlie eRPM system. 

The relevant poi-tioii of the unit was not specified in any FRR Capacity Plan for the 
Delivety Year 

The unit must have been offered in the Base Residual Auction for tlie Delivery Year 
in order to be eligible -to offer into .the First, Second or Thircl Incremental Auctions for 
that Delivery Year. 

o 

o 

o 

o 

o 

4.2.2 Ejltisting Geuaeratim Re?sourees - Extsrraal 
Existing generation located outside the PJM region is eligible to be offered into an RPM 
Auctioii iT- it meets the ,following requirements: 

o An indication of the intencled ATC path to deliver the existing external capacity into 
PJM is provided. (Firm transmission service .from the  unit io the borcler or‘ PJM and 
generation deliverability in PJM must be clenionstratecl by the start of the Delivery 
Year.) 
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The unit resides in the eRPM resource portfolio of a signatory of the PJM Operating 
Agreement. This is accomplished by having a “Provisionally Appl-ovecl” or “Approved” 
unit-specific transaction with “External Party” (Le”, “EXT”) as the “Seller” of the 
transaction in the eRPM system. 

Twelve months 0.f NERC/GADs unit performance data in PJM format is required to 
establish a unit’s EFORd. 

The resource owner or operator submits the required operating and maintenance 
information into PJM’s eDART and eGADs systems. 

The resource owiier or operator performs winter and suininer testing as described in 
PJM’s Rules and Procedures for Determination of Generating Capability (M-2 1) to 
verify the net capability of each unit. 

The external capacity without firm transmission must establish an RPM Credit Limit 
prior to an RPM Auction 

Credit requests should be made to PJM’s Treasury Departinelit at least two weeks 
prior to an RPM Auction. 

The resource owner provides a letter 05 non-recallability assuring PJM that the 
energy and capacity from the unit is not recallable to any other coiitrol area. 

A cornmunication path (acceptable to PJM Dispatching/Operations personnel) must 
be established between the PJM Dispatchers and the operator of the unit. 

The relevant portion of the unit was not specified in any FRR Capacity Plan for the Delivery 
Year. Existing generation located outside the PJM region is eligible to be tracled bilaterally if 
the unit resides in the eRPM resource portfolio of a signatory of the PJM Operating 
Agreement through the accomplishment of an “Approved” unit-specific transaction with 
“External party” (Le”, “EXT) as the “Seller“ of the transaction iii the eRPM system. Ail 
“Approved” unit-specific transaction status will not be granted until firm transinission service 
from the unit to the border of PJM has been obtained and generation deliverability lias been 
demonstrated into PJM by (I) obtaining firm point-to-point transmission service on the PJM 
OASIS from the border into the PJM transmission system (this applies to service on the PJM 
transmission system) or (2) obtaining “Network External Designated” transmission service 
with an expected completion date prior to June 1st ofthe delivery year. Either OF the above 
options for demonstrating deliverability may require transmission upgrades Eo be completed 
prior to June .I st of the delivery year. All of the above options follow the study process for 
participant-funded upgrades as defined in Part VI of the PJM Open Access Transmission 
Tariff. The following requirements for existing external generation are still applicable: 

o 

D 

Twelve months of NERC/GADs unit performance data in PJM format is requirecl to 
establish a unit’s EFORd. 

I he resoLirce owner or operator submits the required operating and maintenance 
information into PJM’s eDART atid eGADs systems. 

I he resource owner or operator performs winter and summer testing as clescribed in 
PJM’s Rules and Procedures .for Determination of Generating Capability (M-21) .to 
veri.fy the net capability of each unit 

I he resource owner provides a letter of lion-recallability assuring PJM that the 
energy and capacity from the unit is not recallable to any other control area 

- 

- 

- 
o 
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a A coin in LI ii ication path (acce ptalnle to PJ M Dispatch ing/O loerati oil s perso ii ne1 ) must 
he established belween the PJM Dispatchers and the operator of the unit. 

I he relevant portion of the unit was not specified in any FRR Capacity Plan for the 
Delivery Year. 

- 
o 

Existing generation located outside the PJM region that is offered into an RPM auction is 
treated in the auction process as capacity delivered into the unconstrained area of the RTO 

If existing genera,tion located outside the PJM region cleared in the Base Residual Auction, 
First Incremental, Second Incremental Auctioii, Third Incremental Auction, or Conditioiial 
Incremental Auction and does not procure firin transinission service frorn the unit to the PJM 
border and demonstrate generation deliverability by the start date of associated bilateral 
transaction, the status of the associated bilateral transaction in the eRPM system will be 
changed froin “Provisionally Approved” to “PJM Withdrawn”. 

@neKa&iOn $g@SOUrCeS - 
Planned generation that is participating in PJM’s Regional Transmission Expansion 
Planning Process (RTEPP) is eligible to he offered into PJM’s RPM Auctions if it meets the 
following requirements: 

a The planned unit’s start date of Interconnection Service is on or before the start of 
Delivery Year. 
At a minimum, an Impact Study Agreement has been e::ecutecl for the unit to 
participate in the Base Residual A u ~ t i o n . ~  

An Interconneclion Service Agreement (ISA) or Wholesale Market Participant 
Agreement (WMPA) has heen executed for the unit to participate in an Incremental 
Auction I 

A planned unit with an Interim ISA can offer only into the BRA or Incremental Auction 
for which the Interim ISA is valid. 

A Capacity Modification for tlie planned unit has been submitted and “Provisionally 
Approved” in eRPM. 

Planned Generation Resources must estalnlish an RPM Credit Limit prior to an RPM 
Auction I 

Credit requests should be macle to PJM’s Treasury Department at least two weel<s 
prior to an RPM Auction. 

If the planned generation was corninitted through the Base Resicltial Auction and the 
ISA is not received prior to opening ofthe hid window for the First Increniental 
Auction, the status of the Capacity Modification will h e  changed frorn “Provisionally 
Approved” to “Denied” so that the planned generat,ion will no longer he included in a 
resource provider’s eRPM Generation Resource portfolio. 

If an ISA is eventually e:tecuted with a start date of Interconnection Service that is on 
or before the start of tlie Delivery Year, a iiew Capacity Moclification will need to be 

a 

o 

o 

o 

a 

o 

a 

During the Transition Phase, the ininimum requirement is an executed Interconnection Seivice Agreement for 
the 2007/2008 and 2008/2009 Base Residual Auctions and an Executed Impact Study Agreement for tlie 
2009/2010 - 20 10/1 _I Base Residual Auctions. 
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subinitted and “Provisionally Approved” in order to he I-e-included in a resource 
provider’s eRPM Generation Resource portfolio. 

If the plannecl generation is delayed and has iiot coinmenced Interconnection 
Service by die start date of the Capacity Modification, I’he status of ‘she Capacity 
Modification will be changed from “Provisionally Approved” to “Denied”. A new 
Capacity Modification will need to be submittecl and approved with a stat3 date that 
corresponds to the staii date of Interconnection Service. 

o 

Planned external generation is eligible to be offered into PJM’s RPM Auctions. Such 
resources will be treated in a manner comparable to planned internal generation resources 
and existing external generation resocirces. Prior to participation in any RPM Auction, the 
Resource Provider inust demonstrate that it has executed an interconnection agreement 
(functionally equivalent lo  a System Impact Study Agreement for a Base Residual Auction 
and an Interconnection Service Agreement for an Incremental Auction) with the transinission 
owner to wlnose transmission facilities or distribution facilities .the resource is being 
connected, and if applicable with the transmission provider. A planned external generation 
resoLtrce must provide evidence to PJM it has been studied as a Network Resource, or such 
other similar interconnection product in the external Control Area. 

o An indication of the intended ATC path to deliver the external planned capacity into 
PJM is provided. (Firm transmission service from the unit to the border of PJM and 
generation deliverability in PJM niust be demonstrated by t he  start of the  Deliveiy 
Year.) 

I lie planned unit’s start date or‘ Interconnection Service is on or before the start OF 
Delivery Year. 

At a minimum, a functionally equivalent System Impact Study Agreemeni- has been 
executed for the uni’i to participate in the Base Residual Auction. 

A ,functionally equivalent Interconnection Service Agreernent has been executed for 
the unit to participate in an Incremental Auction. 

A Capacity Modification for the planned unit has been sulmitied and “Provisionally 
Approved” in eRPM. 

Planned Generation Resources must establish an RPM Credit Litnit prior to an RPM 
ALI ction I 

Credit requests should be inade to PJM’s Treasury Department at least two weeks 
prior to an RPM Auction 

If ‘che planned generation was coininitled through the Base Residual Auction and the 
ISA is not received prior to opening of the bid window for the First Incremental 
ALiction, the status of the Capacity Modification will be changed from “Provisionally 
Approved” to “Denied” so that “ilie planned generation will no longer he included in a 
resoi-trce provider’s eRPM Generation Resource portfolio. 

IF an ISA is eventually execuiecl with a start da.te 0.f Interconnection Service that is on 
or lbefore the start of the Delivery Year, a new Capacity Modification will iieed to he 

.- 
0 

o 

o 

o 

o 

o 

s 

J 
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submitted and "Provisionally Approved" in order to be re-inclucled in a resource 
provicler's eRPM Generation Resource poi-[folio. 

I% the planned generation is delayed and Iias not commenced Interconnection 
Service by tlie start date oi' the Capacity Modification, the status of the Capacity 
Modification will be changed from "Provisionally Approvecl" .to "Denied". A new 
Capacity Modification will need to be submitted and approved with a start date that 
corresponds to the start date of Interconnection Service. 

Once operational, the resource owner or operator subinits the required operating ancl 
maintenance information into PJM's eDART and eGADs systems. 

Once operational, the resource owner or operator performs winter and summer 
testing as described in PJM's Rules and Procedures for Determination of Generating 
Capability (M-21) to verify tlie net capability of each unit. 

The resource owner provides a letter of ion-recallability assuring PJM that tlie 
energy and capacity from the unit is not recallaiole to any other control area. 

The relevant pofcion of the unit was not specified in any FRR Capacity Plan for the 
Deliveiy Year. 

o 

Q 

o 

o 

Q 

4.2.5 ~~~~~~~~~,~ emand Forced outage Rate (EFBRd) 
Equivalent Demand Forced Outage Rate (EFORd) is a measure of the probability that a 
generating unit will not be available due to Forced outages or forced deratings when ,there is 
a demand on tlie unit to generate" See Generator Resource Performance !nk?cdr'ces Manual 

The EFORd oFa unit is based on forced outage data from an October through September 
period. If a unit does not have a full one-year histoiy of forced outage data, tlie EFORd will 
be calculateel using class average EFORd and the availalnle history as clescrilned in the 
Reliability Ass  lira ra c @ A gre em en f Sch e desle 5, Section B" 

Since no forced outage data is collected for intermittent resources, an EFORd is not 
calculated for intermittent resources The EFORd of intermittent resources is set to zero in 
the eRPM system. 

New units are initially assigned a class average EFORcl. The class average EFORds that 
are used by PJM to calculate a unit's EFORd are posted to tlie PJM website by Noveinber 
30 prior to the Delivery Year. 

The Effective EFORcl is the EFORd t1na.t is effective .For the delivery day in tlie eRPM system 
Prior to tlie Delivery Year, the Effective EFORd is the most recently calculateel EFORd that 
has been bridged to the eRPM system. During the Delivery Year, tlie Effective EFORd is 
based on forced outaag'e data from tlie October through Sep.teiiilner period prior to the 
Delivery Year. 

The EFORcl that is effective for the Delivery Year is considered locl<ecl in the eRPM systeiii 
by November 30 prior to the e::ecutioii of the Third Incremental Auction. 

(M-22) for eqeratiion. 
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42.6 ~~~a~~~~ ~~~~~~~~~~~~~~ (CAP Msda) 
Capacity Modifications (CAP MODS) are a .type of eRPM transaction used by generation 
owners to request the addition of a new w i t  or tlie reinoval of an existing unit from their 
resource portfolio in eRPM, or to request a MW increase or decrease in the summer or 
winter installed capacity rating of an existing ui ik 

The purpose of a CAP MOD is to establish the installed capacity value of a generation 
resource in the eRPM system. CAP MOD transactions represent permanent changes to the 
installed capacity value of a generation unit. 

CAP MODs are also used by a generation owiier to establish the capacity value of an 
inf.erinilf.eiit resource to be offered into the PJM Capacity Market and by PJM to establish the 
Delivery Year capacity value of an intermittent resource. 

The following are business rules that apply to Capacity Modifications (CAP Mods): 

o CAP MODs with a start date that occurs on or before the start of the Delivery Year 
iiiust be submitted and “Provisionally Approved” or “Approved” by PJM in tlie eRPM 
system prior to the opening of the Base Residual Auction’s or Incremental Auction’s 
bidding window in order for the CAP MODs to be considered in a party’s Generation 
Resource Position and the calculation of Available ICAP to offer for a Base Residual 
Auction, Incremental Auction or bilateral unit-specific transaction. 

All other CAP MODS must h e  subinitted a minimum of 2 business days prior to the 
start date of the CAP MOD. The CAP MOD must be “Approved” by PJM in the eRPM 
system prior to the start date of the CAP MOD in order to be considered in a party’s 
final Daily Generation Resource Position. 

1.f the status of a “Provisionally Approved” CAP MOD changes to “Denied” or “PJM 
Withdrawn”, there will be no change to any party’s RPM Resource Coinmitinents. 

CAP MODs cannot be created during an RPM Auction’s bidding window and clearing 
week. 

CAP MODS that are noi in the “Approved” status by the star? date of the CAP MOD 
will have their status changed to “PJM Witlidrawti”. 

CAP MODs that v~oulcl cause the sumtner rating of a generation resource or the 
capacity value of an intermittent resource to exceed such unit’s Capacity injection 
Rights will be “Denied” by PJM. 

CAP MODS ,for wind resources that would cause the capacity value for a wind 
resource to b e  less than 0 85 tiines the Design Capacity Value of tlie wind resource 
will be “Denied“ by PJM, unless the generation owner provides daia to PJM and the 
IMM that supports a capacity value that is less than 0 85 times the Design Capacity 
Value. The Design Capacity Value of a wind resource is equal to a Capacity Factor 
eiines the Net Maxiinurn Capacity as described in Rules and ProcecJtrres for 
Defemination of Generating CapabMty (M-27). 

o 

o 

o 

o 

o 
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8 nag em 8 n t P TO d u emits 
Load management is the ability to reduce metered load, either manually lny the customer, 
after a request from tlie resource provider which holds the Load management rights 01- its 
agent (for Co ntracttiall y Interrupti ble) , or au toinatica Ily in respoii se lo a coin in uii ication 
signal frorn the resource provider which holds the Load maiiagement rights or its agent (for 
Direct Load Control). 

A load management program (e.g., Direct Load Control, Firm Service Level, or Guaranteed 
Load Drop program) is eligible to be offered by a resource provider as: 

('I) A Demand Resource (DR) offered into the Base Residual Auction or an 
Incremental Auction and paid tlie Resource Clearing Price. 

~~~~~~~~~,~~ sf Load ~~~~~~~~~~ Produets in RP 
In order to offer a Demand Resource in ail RPM Auction, a deinand resource provider must 
subinit no later than 15 business days prior to the RPM ALiction a Deinand Resource Sell 
Offer Plan (DR Sell Offer Plan) in accordance with Attachment C of this Manual. Actual 
deadline date for a DR Sell Offer Plan for an RPM Auction is provided in the RPM 
Auction Schedule posted on the pjin website. A demand resource provider with a PJM 
approved DR Sell OfTer Plan for the  RPM Auction will b e  permitted to o8er their Deinzncl 
Resource(s) into such RPM Auction, provided tlie additional demand resource 
requiremen"Ls in section 4..3.3 are met. 
Demand resources that clear in ail RPM Auction will have ail RPM ResoLirce Commitment 
for the relevant Delivery Year. Demand resources that are committed to an FRR Capacity 
Plan will have an FRR Capacity Plan Commitments for the relevant Delivery Year. A 
resource provider who has RPM Resource Commitments or FRR Capacity Plan 
Commi'crnents for their demand resource inust meet the following requirements: 

o MLIS'C be registered in the Ernergency Load Response Program (see more detail in 
later the Emergency Load Response Registration section) prior to the start of tlie 
relevant Delivery Year. 

I-lave the capability lo  retrieve electronic messages from PJM which notify 
curtailment service providers of a load manageinent event in accordance with PJM 
Manual 1: Control Center and Data Exchange Recpirernents. 

Provide (or contract with another pariy to provide) suppleinental status reports during 
the Delivery Year, de,iailiiig availalnility OF tlie load maiiagenien'c resource, as 
requested by PJM Systein Operations in accordance with the PJM Maneiaks; 
Provide (or contract with another party lo provide) customer-specific coinpliance and 
verification information within 45 days ai-ter the eiid of tlie month in whicli a PJM- 
initiated Load Management event occurred, in accordance with tlie Load 
Maiiageiiieiit Compliance section of Seclion 8 OF this Maiiual. 

Provide load drop estimates for all Load Management events (whether initiated by 
PJM or tlie resource provider) in accordance with P J I W  M a m a !  19: k..sacJ 

I hese recluiremenfs are described in terms of the customer response and clualil'icatioiis 
I he specifics of the customer contract and tariT-Fs are tlie responsibility of the resource 

o 

o 

o 

o 

bKXa5fiFjg & R!?aBJLSk. 
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provider and the regulatory process. PJM does not have direct involvement with custoiners. 
The entity requesting load inanagement inust verify that each customer's load management 
iiieets the following criteria" 

u Availability for PJM-initiated interruptions in accordance with the availability 
requirements of the deinancl resource product type. 

Limited DR - Limited DR is available for interruption for at least IO times during the 
suinmer period of June through September in the Delivery Year, and will be capable 
of maintaining each such interruption for at least a 6-hour duration. Ac a minimum, 
the Limited Deinand Resource sliall be available for such interruptions on weekdays, 
other than NERC holidays, from 12:OOPM (noon) to 8:OOPM Eastern Prevailing Time. 

Extended Suminer DR (Effective 2014/20'15 Deliverv Year).- Extended Suinmer DR 
is available for an unlimited number of interruptions during an extended suinmer 
period of June through October and the following May, and will be capable of 
maintaining each such interruption for at least: a IO-hour duration between the hours 
of 1O:OOAM .to 10.00PM Eastern Prevailing Time. 

Annual DR (Effective 2014/20'15 Deliverv Year) -- Annual DR is available ,for an 
unlimited number of interruptions during the Delivery Year, and will be capable of 
maintaining each such interruption for at least a IO-hour duration between the hours 
of 'I 0:OOAM to 1O:OOPM Eastern Prevailing Time for tlie months of June tlirougli 
October and the .following May, and 6:OOAM through 9:OOPM Eastern Prevailing 
Time for the months of November tlirougli April unless there is an Office of the 
Interconnection approved maintenance outage drrring October tliroLigh April. 

Load management must be able to be implemented within two hours of notification 
to the resource provider of a PJM-initiated load management event. 

Initiation O F  load interruptions upon reqtrest of PJM must b e  within the authority of tlie 
resource provider dispatcher without any additional approvals being required. 

DLC programs are cei-tified based on load research and cListoiner subscription data. 
Load Research guidelines are outlined in PJM Manual 79: Load Forecasting & 
Analysis. 

o 

o 

o 

0 

o 

u 

4.3.2 Types of L,oad ~a~~~~~~~~~ Programs 
PJM recognizes three types of Load Management programs: 

o Direct Load Control (DLC) - Load management that is initiated directly by tlie 
resource provider's market operal-ions center or its agent, einploying a 
communication signal to cycle equipment (typically water heaters or central air 
conditioners). 

Firm Service Level (FSL) - Load inanagemen't achieved by a customer reducing its 
load to a pre-determined level (the Firm Service Level), upon notification from the 
resource provider's market operations center or its agent. 

Guaranteed Load Drop (GLD) - Load manageinent achieved by a customer reducing 
ies load by a pre-determined aniotrnl (the Guaranteed Load Drop), upon notification 
from the resource provider's inarl<et operations center or its agent. Typically, tlie load 

o 

~ _ _ _ _ ~ _ _ _ _ _ _ _ _ _ - _ _ . - _ _ _ ~ _ I _ _ _ _ -  __ ~- 
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reduction is achieved through running customer-owned hacl<up generators, or by 
shutting down process equipment. 

For each type of recognized Load Management Program, there can be two notification 
periods: 

u Step 1 (Slioit Lead Time) - Load manageinent which must be f~illy iinpleinented in 
one hour or less from the time the PJM dispatcher iiotifies the market operations 
center of a curtailment event. 

Step 2 (Long Lead Time) - Load manageineiit which requires more than one hour 
but no inore than two hours, from the time the PJM dispatcher notifies the market 
operations center of a curtailment event, to he f~11ly implemented 

a 

4.3.3 as1d ~~~~~~~~S 
Both Existing arid Planned Demand Resources may participate in RPM Auctions, provided 
tlie resource resides in a party's portfolio for the duration of the Delivery Year. A Demand 
Resource is added to a party's portfolio through the creation of a Demand Resource 
Modification transaction in eRPM. More information on Demand Resome Modification 
transactions is available in the next section. 

Existing Deinand Resources are those MWs on a demaiid resource identified in a pre- 
registration process in the eRPM system prior to the RPM Auction. The Nominated DR 
Values (in MWs) associated with end-use customer sites that the Curtailment Service 
Provider (CSP) has under contract for the current Delivery Year (i e., end-use custorner sites 
registered in PJM eLRS system for the current Delivery Year)' and that tlie CSP intends to 
have under contract for tlie auction Delivery Year are considered Existing MWs. 

Planned Deinand Resources are defined as resources that do not currently have the 
capability to provide reduction in demand or to otherwise control load in PJM, hut 'diat is 
scheduled to be capable of providing such reduction or control on or before the start of the 
Delivery Year. Planned Demand Resources are those MWs on a demand resource that the 
CSP intends to offer in the RPM Auction in excess of the CSP's Existing MWs on such 
demand resoLirce. 

Planned Demand Resources must establish an RPM Credit Limit prior to an RPM Auction. 
Credit requests should be made to PJM's Treasury Department at least lwo weeks prior to 
an RPM Auction. --I 
A resource provider inay offer Demand Resources (Planned or Existing) associated with 
Behind the Meter Generation for an eiilire Delivery Year into tile Base Residual or 
Incremental Auctions. If the DR offer clears in an RPM auction for a given Delivery Year, the 
Behind the Meter Generation caiiiiot he netted from load for tlie purposes of calculating the 
Peak Load Contributions for that Delivery Year. Requests for Behind the Meter changes for 
capacity ohliga%ions iiiiis'c be received by PJM by December 1 prior lo the start oitlie 
Delivery Year as outlined iii PJM Manual 1463: b.cad Generafor c=lperafkm?b 
Reqedirem en&, 

' For a Base Residual Auction and a Third Increinenfal Auction, end-use customer sites registered in 
the PJM eLRS system for the subsecluent Delivery Year may also be considered as existing DR 
provided the  registrations are in "Confirmed" status by specified deadlines established by PJWI and 
coi-ninunicaiecl to CSPs in advance of the DR Sell OFier Plan subi-r~itial deadline 



I<PSC Case No” 20 13-00144 
I<IUC’s First Set of Data Requests 
Received May ‘I 0, 20 13 
Item 1% 20 
Attachinent 1 
Page 5G of  ‘I 94 

Manual 18. PJM Canaciiv Markei 
Section 4 Supply Resources in tile Reliability br ic i ig  Model 

____I__--___ 

If offering as a Demand Resource in the Base Residual Auction or Incremental Auc,tion, a 
sell offer must lie submitted in the Base Residual Auction or lncreinental Auction. Deinancl 
Resources offered and cleared in a Base Residual or Incremental Auction will receive the 
corresponding LDA Resource Clearing Price detei-mined by tlie optimization algorithm. 
However, prior to 2013/2014, if a resoLirce provider cannot provide Demand Resource data 
on individual LDA basis in a Zone wi‘tli multiple LDAs, Demand Resoijrces will be paid a 
Weighted Zonal Resource Clearing Price based on the resource provider’s distribution OF 
registered sites in each LDA that are approved before Jnne 1st of the Delivery Year. 
EiTective 20‘13/2014., resource providers incrst offer DR resources in the lowest level LDA in 
order to receive proper payment. No Weighted Prices will be calculated effective 201 3/2014 

43.4 Demai-ed Weasurce ~ ~ ~ ~ , ~ ~ ~ ~ ~ ~ ~ ~ a  ( 

In order to offer a Demand Resource into an RPM Auction, the resource must be in a party’s 
portfolio for the duration of the Delivery Year. A Demand Resource Modification transaction 
is the mechanism to add a demand resource to a party’s portfolio. Demand Resource 
Modifications (DR MODs) are a type of eRPM transaction used by PJM to ‘track an increase 
or decrease of the nominated value of the DR resource in a party’s resource portfolio in 
eRPM. The following are business rules that apply to Demand Resource Modificatioiis (DR 
Mods): 

0 DR MODs inus(: be subinittecl by the resource provider within the eRPM system for 
Planned Demand Resources and for Demand Resources that Iiave no’t yet 
participated in an RPM Auction. 

DR MODS may be submitted to reflect changes in the Peak Load Contributions or 
EDC loss factors of customers associated with a Demand Resource. 

PJM will “provisionally approve” DR MODs for Planned DR resources after verifying 
that the Planned DR resource has pos.ted the appropriate credit and aRer completing 
a review of the sulninittecl timeline and milestones to ensure that the Planned 
Demand Resource will be available for the start of the Delivery Year. 

PJM will “provisionally approve” DR MODS for existing demand response sites that 
have not yet participated in an RPM Auction after completing a review of the sites 
currently registered by this resource provider in the PJM Load Response system to 
ensure that tile nominated value ofthc Demand Resource will lie available for the 
start of the Delivery Year. 

PJM will ”approve” DR MODs for DR resources once the demand resource siles 
have lseen registered and approved for the F~i l l  Program Option of the Emergency 
Load Response Program in the PJM Load Response system. 

DR MODs must be in a “Provisionally Approved” or “Approvecl” status in order For the 
DR MOD to lie considered in a party’s Demand Resource Position and in the 
calculation 0.f Available ICAP to o,ffer for an RPM Auction 

DR MODs that are not in the “Appi-oved” status by the slarl date of tlie transaction 
will have their status chaiiged to “PJM Withdrawn”. 

o 

o 

D 

o 

D 

o 
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~~~~~~~~~ Load Rea 

Emergency Load Response Registration is the process of providing the following 
information through the submittal of an Emergency Load Response registration into PJM's 
Load Response system (eLRS). As par' of an Emergency Load Response registration, 
resource providers will subinit the following types of information: 

Customer-specific load inariageinent information far planniiig and verification 
purposes (Le., EDC account number, Zone, e k )  

Customer-specific information to establish nominated load management levels (i.e., 
Peak Load Contribution, EDC Loss Factor, notification period, Firm Service Level 
data, Direct Load Control data, Guaranteed Load Drop data) 

Load Management Program information (Demand Resource Name i-f applicable) 

Load Manageinelit product type for custoiner site (Limited DR, Extended DR, Annual 
Sumnier DR) (Effective with the 2014/2015 Deliver/ Year) 

A point of contact with appropriate backup to ensure single call notification from PJM 
and timely execution of the notification process 

o 

o 

o 

o 

A resource provider who has RPM or FRR Resource Commitments for their demand 
resource must register cust,oiners in a capacity-related Emergency Load Response 
Programs. Demand Resources have the option of registering in either the Full Emergency or 
Capacity Only Emergency Programs. 

The Full Emergency Program and Capacity Only Emergency Program enable a resource 
provider that has approved registration for the Delivery Year prior .to the applicable 
registration deadline to receive Capacity Credits, in the form of RPM Auction Credits, for .that 
Delivery Year. Full Emergency Program resource providers may claim an energy settleiiient 
for a PJM-initiated Load Management Events. Capacity Only Emergency Program resource 
providers may iiot claim an energy settlement for a PJM-initiated Load Management Even'[ 
for Capacity Only Emergency registrations. 

Customer sites registered in the Energy Only Emergency Program are not eligible to receive 
capacity credits. 

Effective with the 2014/2015 Delivery Year, a provider with RPM or FRR Resource 
Commitments for their Demand Resource in~ist register custoiner sites that are of the same 
product-type (Limited, Extended Summer, or Annual) as the cominieted Demand Rep source. 

A completed Emergency Load Response registration in eLRS for a DR resource must be 
submitted no later than one day before the tenth busiiiess clay preceding the relevant 
Delivery Year. All registrations that have not been approved on or before May 31'' 
preceding the relevant Delivery year shall be rejected by PJM. 

FLIII details of the Emergency Load Response registration and approval process may be 
found in Section IO of PJM Maraual for Schedwlirag Operations (Ad-??). 

A resource provider may aggregate multiple end-use custoiner sites to create a single 
Demand Resource for the purposes of submitting an offer in the RPM Auctions, if all the 
end-use customer sites have the same following characteristics. 
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o Curtailment Service Provider 

D Electric Distribution Company (EDC) 

o Transmission Zone (or sub-zonal LDA) 

The mechanism for aggregating end-use customer sites to create a single Demand 
Resource is to select the same Demand Resource for multiple end-.use custoiner sites 
during the process of registering end-use custoniers as Full Emergency Load Response 
custo me rs 

43.9 ~~,~~~~~~~~~~~~ sF No inatsd Values for Load ~~~~~~$~~~~ 

Once an eixl-use customer is registered in the Emergency Load Response Program (FLIII 
Emergency or Capacity Only), a nominated load reduction value is calculated for that 
customer. The deterinination of the value of the load reduction is consistent with the process 
for determination of the capacity obligation for the customer. Nominated value of a load 
management resource is equivalent to the Installed Capacity value of generation resource. 
Nominated load reductions are effective for an entire RPM Delivery Year. 

For existing Demand Resources, the maximum load reduction (used in determining the 
Nominated DR Value) is based on .the Peak Load Contributions in place at the ,time ofthe 
Full Program Option of the Emergency Load Response Program registratioii in the Load 
Response system. 

Nominated Value of Firm Service Level Resources 

The nominated value for a Firm Service Level customer will be based on the Peak Load 
Contrilaution for the customer, as determined by the 5CP methodology. 

The nominated value for a Firm Service Level (FSL) customer will be equal to the difference 
between its Peak Load Contribution (PLC) and its pre-determined firm load adjusted for 
system losses 

Nomirmied Valiie of FSL = PLC - (FL * LossF} 

VVlJere. 

PLC = flie ciisto/ner’s EDC-assigned Peak Load Confribufion, 

FL = Finn Load level; 

LossF = the customer’s EDC-assigned loss factor. 

Nominated Value oi’ Guaranteed Load Drop Resources 

The nominated value for a Guaranteed Load Drop (GLD) customer will be the guaran,leecl 
load drop amount, adjusted for system losses, as estahlislied by the custorner’s contracl 
with the resource provider. The value nominated shall not exceed the customer’s Peak Load 
Contribution. 

rVoinirmfed Value of GLD = GLD (LossF) 

Wilere: 

GLD =Customer’s Load Reduction, 
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LossF = the customer's EDC-assigned loss factor. 

Nominated Value of Direct Load Contr-Resources 

The noininatecl value for a Direct Load Control (DLC) program will be based on load 
research and customer subscription. The value of tlie program is equal to the PJM-approved 
per-participant load reduction (evaluated at average peak day weather conditions and 
adjusted for the switch operability rate) multiplied by the number of active participants, 
adjusted for system losses. 

Nominated Value of DLC = PPI ' Cusf * LossF 
Where: 

PPI = flw PJM-approved Per-Pariicipanf Impacf, 

Cusf = the i~uinber- of acfive parfici/.~infs; 

LossF = the EDC-assigned loss faclot: 

The per-participant impact is to be estimated at long-term average local weather conditions 
at time OF the RTO summer peak. Load research studies to support per-participant impacts 
imust comply with the Guidelines for DLC load research studies presentecl in PJM Manual 
19: Load Forecasting & Am(ysis of this Manual. 

~~a~~~~ of the B$g% Value of Load 
The Unforced Capacity (IJCAP) value of a Load Management product is equal to the 
Nominated Value of that product multiplied by the Demand Resource Factor (DR Factor) 
and the Forecast Pool Requirement (FPR) 

UC~~'l,nl~ieoJ2,,onu~~~iicrgeii ierilProdict = NoniiiicitedVnlzie xDWncior. x FPR 

4.4 
An Energy Efficiency (€E) Resource is a project that, involves the installation 0.f more 
efficient deviceskyuipment, or the implementation of more efficient processeslsystems, 
exceeding then-current building codes, appliance standards, or other relevant standards, at 
the time of installation, as known at the time of commitment, and meets the requirements of 
Schedule 6 (section M) of the Reliability Assurance Agreement. The EE Resource must 
achieve a permanent, continuous reduction in electric energy coilsumption at the End Use 
Customer's retail site (during tlie defined EE Pei-formance Hours6) that is not reflected in the 
peak load forecast used for the Base Residual Auction for the Delivery Year for which the 
EE Resource is proposed. The EE Resource must be f~illy implemented at all 'rimes during 
the Delivery Year, witliout any requirement of notice, dispatch, or operator intervention. 

An €E installation is eligible to offer- inlo an RPM auction i f  i t  meets the following criteria: 
Q E €  installation must b e  scliedulecl for completion prior to DY; 

GThe EE Performance Hours ale between the hour ending 15 00 Eastern Prevailing l i m e  (EPT) and the Iiour 
ending 18 00 EPP during all days from June 'I through August 31, inclusive, oFsuch Deliveiy Veal-, that is not a 
weekend or federal holiday. 
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o EE installation is not reflect,ed in peak load forecast posted for the BRA for the DY 
initially offered, 

E €  installation exceeds relevant standards at time of installation as ltnown at time of 
com m itment; 

E€ installation achieves load reduction during defined EE Performaiice I-lours; and 

EE installation is not dispatchable7. 

o 

o 

Q 

An Existing E€ Resource is defined as an EE Resource with a PJM approved Post- 
Installation Measurement. & Verification (M&V) Report. A Planned € E  Resource is defined 
as an EE Resource that does not have a PJM approved Post-Installation MBV Report Ai7 
E€ Resource that clears in an RPM Auction will receive the Resource Clearing Price of the 
Locational Deliverability Area iii which the EE Resowce resides. 

An EE Resource may participate in RPM Auctions for a maximum of up to four consecutive 
Delivery Years. The time period of an Energy Efficiency installation determines whether an 
installation is eligible to he a capacity resource for a Deliveiy Year. The time period of 
Energy Efficiency installations and their associated eligibility, in addition to the modeling or' 
EE Resources in the PJM Capacity Market, is presented in P,IM Manual 788: Energy 
Efficiency Measurement 8 Verification, 

An EE Resource must meet the following minimum requirements: 

Sulotnit Initial Measurement &Verification (MBV) Plan no later than 30 days prior to 
RPM Auction in which the EE Resource is initially offered; 

Submif Updated M&V Plan no laler than 30 days prior to next RPM auction in which 
EE Resource is subsequently offered; 

Establish credit with PJM Credit Department prior to RPM Auction (for Planned EE 
Resources); 

Subinit Energy Efficiency Resource Modification (EE MOD) in eRPM system; 

Submit Initial Post-Installation M&V Report no later than 15 business days prior to 
first Delivery Year that the €E Resource is committed; 

Subinit Updated Posi-Installation M&V Reports no later than business 15 days prior 
lo each subsequen.t Delivery Year that the EE Resource is committed; and 

Permit Post- Installation M&V Auclit(s) by PJM or Independent Third Party. 

PJM Manual %SB: Energy Efficiency Measurement 2 Verification establishes the 
requirements for the Initial M&V Plan, Updated M&V Plans, Initial Post-Installation M&V 
Report, Updated Post-Installation MRV Reports, and the M&V Audit. 

4.4'3 ~ ~ . ~ ~ ~ ~ ~ ~ ~ ~ , ~ ~ ~ u ~  sf 
The Nominated EE Value of an EE Resource is the expected average demand (MW) 
reduction during the defined EE Pel-Formance I-lours in the Delivery Year. The minimum 
Nominated €E Value accepted in the PJM Capacity Market is 0.1 M\N. The Measurement 8 
Verification (I\A&V) Plan describes the me.thods and proceclures for determining the 

vasue of E 

~ 

Dispatchable demand may be offered as a Demand Resource in the PJM Capacity Market 7 
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~ 

Nominated EE Value o,F an EE Resource and confirming thal the Nominated EE Value is 
acli ieved. 

The Nominated €E Value approved by PJM in EE Resource I’rovider’s Initial/Updated M&V 
Plan establishes the Nominated EE Value that inay loe offered in an RPM Auction. 

The last Post-lnstalla.tion M&V Report submitted and approved by PJM prior to the Delivery 
Year that the E€ Resource is coininitted establislies the final Noniinatecl EE Value that is 
used to measure RPM Coininitment Coinpliance during the Delivery Year. Failure to subinit 
an Initial/lJpdated Post-Installation M&V Report or failure to demonstrate that- post- 
installation MBV activities were performed in accordance with the timeline iii the approved 
M8V Plan will result in a Final Nominated EE Value equal to zero MWs for the relevant 
Delivery Year. If an M&V Audit is peiforined and results finalized prior to the start of a 
Delivery Year, the Nominated EE Value confirmed by the Audit becomes the Final 
Nominated EE Value that is used to measure RPM Coinmitiment Compliance during the 
Delivery Year. If the MBV Audit is performed and results finalized after the start of a Delivery 
Year, the Nominated EE Value confirmed by the M&V Audit lsecomes the basis to determine 
if any incremental RPM Commitment Coinpliance Shortfall needs to be assessed 
retroactively froin June 1 of the Delivery Year to May 31 of the Delivery Year. 

~~~r~~~~~~~~~ sf the UCAP Value of EE Resource 

The Unforced Capacity (UCAP) value of an Energy Efficiency Resource is equal to the 
Nominated EE Value of {he €E Resource multipliecl by the Demand Resource Facior (DR 
Factor) and the Forecast Pool Requirement 

UCMvdueoflE Re sozirce = Noiiiir.7crte~~E~il~ie xDRFccfor. x FPR 

4.43  Energy ~~~~~~~~~ Resource ~~~,~~~~~~~~~ (E:% MODS) 

In order to offer an Energy Efficiency Resource into an RPM Auction, the resource mus.1 be 
in a party’s portfolio for the duration of tile Delivery Year. Ai1 Energy Efficiency Resource 
Modification transaction is the mechanism to add an €E Resource to a party’s ]sortfolio. 

Energy Efficiency Resource Modifications (EE MODs) are a type of eRPM transaction used 
by PJM to track an increase or decrease of the Nominated EE Value of an EE ResoLirce in a 
party’s resource portfolio in eRPM. The following are business rules that apply to EE MODs. 

D EE MODS must be submitted by the resource provider within the eRPM system for 
an EE Resource that has not yet participated in an RPM Auction. 

EE MODs inay be submitted to reflect changes in .the number of planned 
installations, changes in the deinand r-editci-ion value based on M&V activities, and 
changes in EDC loss factors 

PJM will “provisionally approve” an EE MOD aRer PJM has approved the 
Initial/Updated MBV Plan and the Nominated EE Value, and adequate credit for tlie 
EE Resource has been posted 

PJM will “approve” an EE MOD once PJM has reviewed the lnitial/llpclaterl Post- 
Instailation M&V Report and approved the Final Noi-ninatecl EE Value of the EE 
Resource 

o 

o 
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PJM will "deny" an EE MOD if tlie increase in Noininatecl E€ Value results in the total 
value of the EE Resource being greater than the PJM approved Final Nomiiiated E€ 
Value for the Delivery Year. 

EE MODs must be in a "Provisionally Approved" or "Approved" status in order for the 
EE MOD to be consiclerecf in a party's EE Resource Position and in the calculation ai 
Available ICAP to offer for an RPM Auction. 

EE MODs that are not in the "Approved" status by .the start date of .the transaction 
will have their status changed to "PJM Withdrawn". 

4.5 ~~~~~~~~~ ~~~~~~~~~~~~ ~~~~~~~~~ 

A Qualifying Transmission Upgrade may be offered into the Base Residual Auction to 
increase import capability into a transmission-constrained LDA (Sink LDA) from a Source 
LDA Such transmission upgrade must meet the following minimurn requirements 

Must have been approved and an incremental import capability value must have 
been assigned by the PJM Planning Dept at least 45 days prior to the auction. 

The planned transmission upgrade in-service date must be on or before the start of 
the Delivery Year. 

At a minimum, a Facilities Study Agreement must be executed for the proposed 
transmission upgrade, in order for approval to be granted aiid the transinission 
upgrade 

Must conform to all applicable standards of the PJM Regional Transmission 
E xpa n si o n P I an n i n g Process . 

Qualified Transmission Upgrades must establish an RPM Credit Litnit prior to an 
RPM Auction. 

Credit requests should be made to PJM's Treasury Depaitment at least two weeks 
prior to an RPM Auction. 

IF a Qualifying Transmission Upgrade that was cleared in t,he Base Residual Auction is not 
completed by the start of the Delivery Year, the party who submi.tted the offer shall provide a 
replacement in the form of an equivalent amount of capacity resource within the Sink LDA 
by the start of the delivery Year. If replacement capacity is not provided, a Transmission 
Upgrade Delay Penalty shall apply. 

A Qualifying Transmission Upgrade that cleared in the Base Residual Auction will be paid 
the Locational Price Adder of the Sink LDA less the Locational Price Adder of the Source 
LDA, multiplied by the megawatt quantity OF iiicremental import capability cleared. A cleared 
Qualifying Transinission Upgrade is not automatically included in CETL analysis for future 
delivery years. 

Once the QuaMying Transinission Upgrade is in service, the Qualifying Transmission 
Upgrade is eligible to continue to offer the approved incremental impoil: capability value into 
fu.ture RPM Auctions. 
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4.6 Bi late ra i T ra ~~~~~~~~~~~ 

Bilateral Transactions in the Reliability Pricing Model are transactions for capacity between a 
buyer and seller. Bilateral Transactions may Ise reported to PJM for inclusion in [lie PJM 
billing process for unit-specific capacity or for noli unit-specific capaci"cy. Parties in all 
bilateral transactions reported to PJM agree to indemnify PJM against lion-performance by 
their counterparties in siich transactions. 

PJM posts reference prices at various points in order to facilitate bilateral trading on the part 
of market participants. The posted pricing points include LDA and i-lul2 pricing points 
(associated with a Base Residual Auction (BRA) Resource Clearing Price in a LDA), Net 
Load pricing points (associated with a Final Zonal Capacity Price less Final Zonal CTR 
Credit Rate), PZonal pricing points (associated with Preliminary Zonal Capacity Price), 
FZonal (associated with Final Zonal Capacity Price), FCTR pricing points (associated with 
Filial Zonal CTR Credit Rate), and FILR pricing points (associated with the Final Zonal ILR 
Price), and 31A pricing points (associated with a Third Incremental Auction (3lA) Resource 
Clearing Price in an LDA). The availalsle pricing points and their definitions are posted on 
the PJM website. 

Additional pricing points will be added by PJM iil: requested by stakeholders. t-lowever, the 
definition ofthe pricing points will remain static once created. 

4.6.l u mit43pecific ilateral ~ ~ a m ~ a ~ ~ ~ ~ ~ ~  
The purpose of reporting a unit-specific bilateral transaction to PJM (regardless of the type 
of capacity transacted) is to transfer the rights to or control of a specified amount ol' installed 
capacity from the Seller to the Buyer. Bilateral contracts for unit-specific, capacity resources 
may be offered into PJM's RPM if these proclucts meet the requirements specified in this 
Manual. 

PJM will provide electronic bulletin board functionality in eRPM. The bulletin board allows 
participants to post and view requests to buy or offers to sell capacity resources. The 
purpose of the bulletin board functionality is to facilitate bilateral transaction activity. 

.2 ~~~~~~~~ i ~ ~ . ~ ~ ~ a ~  Transactions 
Unit-specific bilateral transactions repoiTed to PJM may wholly or partially offset an LSE's 
Locational Reliability Charges in the PJM billing process provided that Available iiis'rallecl 
capaciiy purchased through the bilateral transaction is directly offered and cleared in a Base 
Residual ALiction or Incremental Auction or is designated as a self-scheduled resource in a 
Base Residual Auction (Le,, the RPM Auction Credits received may offset the Locational 
Relialsility Charges assessed in your PJM bill). 

The smallest increment of ins'ialled capacity that may be reported to P,JM as unit-specific 
transactions is 0.1 MW. 

PJM does not recognize "slice of system" or unfm-ced capacity credit lilateral transactions in 
RPM Auctions. 

Both lsarties of a unit-specific transaction must confirin the transfer of installed capacity from 
the seller to the buyer via the eRPM system prior to the start date of the transaction 

________- _____ --- -I__--_. __I_ __________ 
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Unit-specific Iransactiotis to an “External Party” (Le”, “EXT”) inusi be in “Pending PJM” 
status two business days prior to the start date 0.i: the transaction. 

All unit-specific bilateral transactions that cover the Delivery Year must be in “Provisionally 
Approved” or “Approved” status in the eRPM system prior to the opening of the Base 
Residual Auction or an Incremental Auction’s bidding window in order for tlie transactions to 
be considered in a party’s Generation Resource Position and the calculation of Available 
ICAP to offer for a Base Residual Auction or an Incremental Auction or to be used for self- 
scheduling in the Base Residual Auction 

Unit-specific transactions cannot: be created cluring an RPM Auction’s bidding window and 
clearing week. 

Unit-specific transactions that are not in the “Approved” status by .the start date of the 
transaction will have their status changed to “PJM Withdrawn”. 

Unit-specific bilateral transactions inay be reported for the following installed capacity types: 
Available, Unoffered, or Cleared. 

Unit specific transactions reported for either Available or UnofFered capacity nius& specify: 

The unit to be transacted 

A start and end date i’or the transaction 

Ail installed capacity (ICAP) MW value o 

Unit specific traiisactions reported for Cleared capacity must specify: 
o 

o 

o 

The unie to be traiisacted 

A start and end date for tlie transaction 

The auction in which the unit  cleared 

An unforced capacity (IJCAP) MW value. Once approved, tlie unforced capacity MW 
value will be c0nverter.i to an installed capacity MW value Lisiiig the then-current 
Effective EFORd for the specified unit. Tlie installed capacity MW value is capped at 
the ICAP Owned by the Seller. 

The .following are business rules that apply to Unit-Speci-fic Bilateral Transactions: 

a If available capaciiy type is selected, tlie eRPM system will validate that the Seller 
has Daily Available ICAP to offer for tlie entire .term of the .transaction. Tlie Daily 
Available ICAP to offer on a unit is equal to Daily ICAP Owned - Daily llnoffered 
ICAP .- (Daily RPM Resource Cotnmitments/(l -EFfective EFORd)) -. Daily FRR 
Capacity Plan Commitments. 

Available installed capacity purchased through a IsiIateraI unit-specific transaction 
tiiat is registered it7 PJM’s eRPM system may be directly offered into the Base 
Residual Auction or Incremental Auctions or designated as a self-sclieduled 
resource in the Base Residual Auction. 

If unofferecl capacity type is selected, the eRPM system will validate that the Seller 
lias Daily IJno.Rered ICAP to offer for the entire terin of the transaction and validate 
that the Seller is either External Party (EXT) or FRR Entity. 
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e The unoffered capacity type may be selected for a unit-specific bilateral transaction if 
selling a unit externally (foriiierly known as “delisting”) after the Base Residual 
Auction has been cleared for tlie specified transaction dates. To delist a unit before 
the Base Residual Auction has been run, a party may select the Available capacity 
type to transact installed capacity to an External Party (EXT). 

If cleared capacity is selected, the eRPM system will validate that the Seller lias 
cleared capacity to offer for the entire term of the transaction. 

Approved unit-specific transactions reported to PJM for Cleared capacity will result in 
a transfer of the Auction Credit for the specified number of UCAP MW froin the Seller 
to the Buyer. In addition, the RPM Resource Commitment for the specified number 
of UCAP MWs is also transferred from the Seller to the Buyer 

The Buyer in a unit-specific transaction for cleared capacity will indemnify PJM 
Settlement, the LLC, and the Members for any failure by .the Seller 0.i such 
transaction to pay deficiency penalties and charges owed to PJM Settlement and 
associated with the capacity that is the basis of the unit-specific capacity transaction 
for cleared capacity. 

To the extent t,hat capacity identified in the unit-specific transaction for cleared 
capacity is a resource that has an RPM Credit Requirement, the Buyer must have 
sufficient credit in place with respect to the credit exposure associated with tlie 
obligations of the acquired RPM Resource Commitment. 

o 

e 

o 

o 

a ~~~~~~,~~~~ Wesource 
Exporting (formerly known as “Delisting”) a generation resource is accomplished by 
reporting a bilateral transaction with “External Party” (Le”, “EXT”) listed as the “Buyer” in the 
unit-specific transaction. 

Exporting any portion of a generation resource below a party’s Daily RPM Resource 
Cominitments/(‘l -Effective EFORd) plus Daily FRR Capacity Plan Commitments .for tlie term 
of the transaction is not permitted. Only Available or [Jnoffered CAP on [he unit may be 
exported ~ 

Exporting of a generation resource may only be done by the party ’chat submitted the 
Capacity Modification for the unit. 

If a portion of a generation resource is to be expoiTed, appropriate documentation must be 
siibinitted to PJM to demonstrate that the party exporting the generation resource lias a 
financially and physically firin commitment So an external sale 0.f its capacity and therefore, is 
exempt froin the offer requirement for capacity resources in AQfacEzmenf DD, Secficion 6.6 of 
the P,lM Open Access T8r-M 

In order .for a generation resource that is being exported to 138 reflected in a paiiy’s Available 
ICAP Position for an RPM Auction, .the associated uni’c-speci.fic transaction inust be in an 
“Approved” status by the opening of tlie RPM Auction’s bidcling winclow. 

-- Capasitv Export CBwr= 

A Capacity Export Transmission Customer may procure capacity in one PJM Zone and 
export the capacity from another Zone to outside PJM. Under the  FERC approved tar5 
effective June 1, 2008, the Capacity Expor’l Transmission Custoiner will pay a Capacity 

-~_______________I_____- _ _ _ _ ~ _ _ _ _  ~ _ I _ _  
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Export Charge and receive a credit similar to the CTR credit if the Final Zonal Capacity Price 
for the Zone encompassing the interface wi,th the Control Area to which the capacity is 
exported is I liglier than tlie Final Zonal Capacity Price for the Zone in which the resource 
designated for the export is located. Tlie Capacity Export Charge collected less tlie credit 
will be alloca.ted to tlie LSEs in the Zone .from which capacity is exported. 

This Capacity Expo13 Charge and credit are assessed daily and billed monthly. These 
calculations are independent from the CTR calculations based on Base Residual Auction 
and all Incremental Auctions. Tlie LSE CTR credits and the Incremental CTR credits will not 
be changed due to Capacity Export Cliargelcredit calculations 

A Capacity Export Charge is applicable when Long-Term Firin Transmission Service is 
reserved froin expoit source to expoi? interface. 

If more than one Zone forms the inteiface with the Control Area to which capacity is 
exported, the Export Reserved Capacity will be apportioned among the Zones. Tlie Expo13 
Reserved Capacity is completely apportioned to the Zone if a fully controllable facility 
crosses tlie interface (e.g dc line). The power flow distribution among iniiltiple interface 
zones for a capacity export would be based on tlie PJM RTEP Base Power Flow case for 
the applicable Delivery Year. The power flow distribution calculations are done by modeling 
the de-listed generator as the source and the designated external load as the sink for the 
specific capacity exports to be analyzed 

Capacity Export Transinission Customer incurs for each day a Capacity Export Charge 
equal to tlie Reserved Capacity of Long-Term Firm Transinission Service multiplied by (the 
Final Zonal Capacity Price for the Zone encompassing tlie interface with the Control Area to 
which the capacity is exported minus the Final Zonal Capacity Price for tlie Zone in which 
the resource designated for the export is located). 

To recognize the value of firm Transmission Service held, the Capacity Export Transmission 
Cust,omer receives a credit similar to Capacity Transfer Rights (CTRs) credits. The credit is 
the Final Zonal Capacity price difference used in determining the Capacity Export Charge 
times Export Customer's Allocated Share of tlie Export Path Import. 

4.6.4 ~~~~~~~~~~ an External 
Importing an external generation resource is accomplislied by entering into a bilateral 
transaction with "External Party" (Le., "EXT") listed as the "Seller" in the unit-specific 
transaction. Unit-specific transactions that represent capacity imports will not be granted a 
"Provisionally Approved" status unless an indica.tion of the intended ATC path to deliver the 
external capacity to PJM is provided. An "Approved" unit-specific transaction status will not 
be granted until firm transmission service from the unit to the border of PJM has been 
obtained and generation deliverability has been demonstrated into PJM. 

External generators inuse demonstrate generation deliverability into PJM by ( ' I )  obtaining 
firm point-to-point transmission service on the PJM OASIS from the border into the PJM 
iransmission systeni (this applies to service on the PJM transmission system) or (2) 
obtaining "Network External Designated" transmission service with an expected cornlietion 
date prior to June '1st ol'tlie delivery year. Either of the above options for demonstrating 
deliverability may require transmission upgrades to loe completed prior to June 'I st of the 
delivery year. A11 of the above options follow tlie study process for loai3icipant-l'unded 
upgrades as defined in Part VI of the PJM Open Access Transmission Tariff 
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Unit-specific transactions that are not in the "Approved" status by the start date of the 
transaction will have their status changed to "PJM Withdrawn". 

Unit-specific transactions that are not "Approvecl" should refer to the RPM credit business 
rules for their associated credit requirements. 

eBivery Year 
1Jni.t-specific transactions reported with a Start Date that does not correspond to June 'I or 
an End Date that does not correspond to May 3'1 will result in installed capacity that cannol 
be offered into the Base Residual Auction since a single party does not own the installed 
capacity for the entire Delivery Year. In addition, this installed capacity will be tracked as 
Unoffered Capacity after the Base Residual Auction. To address this issue, PJM will 
facilitate a voluntary process to enable the installed capacity to be offered into tlie Base 
Residual Auction for the Delivery Year. 

In order to participate, each party of the unit-specific transaction that startdend Mid-Delivery 
Year must sign and submit a Self-schedule Authorization Form found in Attaachfsfmenf B OF 
this Manual, which authorizes PJM to self-schedule tlie capacity on behalf of the parties in 
the Base Residual Auction for the Delivery Year. The Authorization Form must be submitted 
to RPM Hotline@pjm.com at least 5 business days prior to tlie opening of the bidding 
window. 

Each party of the unit-specific transacfion that starts/ends Mid-Delivery Year inust submit a 
new unit-specific transaction in eRPM with "Self-Scheduling Coordinator (SELFSC)" as the 
Buyer prior to the opening of the Base Residual Auction bidding window, so the capacity will 
be transferred into the SELFSC account for the entire Delivery Year at the time of the Base 
Residual Auction. 

Provided the Sell'-Schedule Authorization Forms are received and the required unit-specific 
transactions are submitted, PJM will self-schedule and clear the capacity on-behalf of the 
parties in the Base Residual Auction for the Delivery Year. A submitted EFORcJ equal to the 
Effective EFORd at the time of the Base Residual Auction will be used in the resource- 
specific sell offer in the Base Residual Auction. 

Afier the Base Residual Auction results are posted, PJM will submit unit-specific 
transactions for Cleared MWs with "SELFSC" as the Seller to transfer capacity back to tile 
Parties (Le", Buyer in the unit-specific transaction) for the appropriate time periods. No 
confirination is required by tlie Buyer of tlie unit-specific transaction. The approved unit- 
specific transactions for Cleared MWs will result in tlie transfer of ICAP Owned, RPM 
Resource Commitnieiits, and Auction Credits from the SELFSC account to the Buyer. The 
Buyer of the Cleared MWs is responsible .For any Capacity Resource Deficiency Ciiarges 
that may be assessed during the term of the unit-specific transaction. In addition, the Buyer 
of the Cleared MWs is responsible for their share of any Peak-Flour Period Availability 
Charges, Generation Resoiirce Rating Test Failure Charges, or Peak Season Maintenance 
Compliance Penalty Charges that may be assessed during the Delivery Year 

4.6.6 A8Jotion-a Specific T ra 17s act i 8 n !3 

RPM Market Pal iicipanis have ihe abiliiy lo report Auction Specific MW Tiansaclions io PJM 
through the eRPM system Auction Speciiic MW Transacirons niust be for the transfei of 
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pliysical MW of capacity from a seller to a buyer at the location oi tlie physical resources 
identified as supplying the transaction 

The following are business rules that apply to A~iction-Specific MW Transactions 

Auction Specific MW Transactions are not eligible to be offered in an RPM auction 

Auction Specific MW Transactions for a Delivery Year niay be submitted following 
the comple.tion of the Third Incremental Auction for tlie delivery year to which the 
transaction applies 

Both "re Buyer and the Seller of Auction Specific MW Transaction niust confirm the 
Auction Specific MW Transaction via the eRPM system before the start date of the 
Delivery Year. 

An Auction Specific MW Transaction must specify the buyer, seller, start and end 
dates of the transaction. 

The Seller of the Auction Specific MW must also specify tlie resource(s) (generation 
resource or demand resource or Energy Efficiency Resource), Auction Type (Base, 
First, Second, Third, or Conditional), and the MW amount of Auction Specific MW to 
be .transacted from each resource PJM will verify that the MW OF capacity fi-om each 
of the resources identified as supplying the Auction Specil"ic MW Transaction have 
cleared in an RPM auction and that at least the MW of cleared capacity indicated for 
each resource is not coininitled in any other bilateral transactions. If such st1,Kicient 
cleared capacity does not exist on any of the indicated resources, PJM will reject 
reporting of the transaction. 

Auction Specific MW Transactions may not extend past tlie last day of the deliveiy 
year containing the start date of the transaction. 

Auction Specific MW Transactions are priced at the weighted average of the 
Resource Clearing Prices from the RPM auctions in which the MW from the units 
supplying tlie transaction cleared. 

The smallest increment that may be transacted through an Auction Specific MW 
Transaction is 0.l MW. 

'The Seller of tlie Auction Specific MW is subject to all applicable resource 
perforinance assessments. 

Tile Buyer will indemnify PJM Settlement, .the LLC, and the Members for any failure 
by the Seller of the Auction Specific MW iransaction to pay deficiency penalties and 
charges owed io PJM Settlement and associated with the capacil'y that is the basis 
of tlie Auction Specific MW transaction. 

PJM reserves tlie riglit under the PJM Operating Agreement and PJM Opeii Access 
Transmission Tariff, to deny reporting of Auction Specific MW Transactions in the 
event one 0.f the parties .fails to ineet any requirements for such reporting. 

The Seller of an Auction Specific MW Transaction will receive a charge equal lo the 
transaction aiiiount (in MW) .times the price associated with in the transaction. 

The Buyer of an Auction SpeciFic M W  Transaction will receive a credit equal to ,the 
transaction amount (in MW) times the price associated with the transaction. 

o 

o 

o 

o 
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o 
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4.6.7 Cleared Buy Bid ~r~~~~~~~~~~ 
RPM Market Participants liave tlie ability to report Cleared Buy Bid Transactions through the 
eRPM system. A Clearecl BUY Bid Transaction allows the holder of a Cleared BUY Bid from 
an Incremental Auction to transfer Cleared Buy Bid MWs to another party for the term of the 
transaction. A Cleared BUY Bid Transaction will not change the resource position or load 
obligation of an entity. I-lowever, the Buyer may use the Cleared Buy Bid MWs as a 
replacernent resource in a Replacement Capacity Transaction. 

The following are business rules that apply to Cleared BLIY Bid Transactions 

Cleared Buy Bid MWs are not eligible to be offered in an RPM auction. 

Both .the Buyer ancl tlie Seller of Cleared Buy Bid MWs must confirm tlie Cleared 
BLIY Bid transaction via the eRPM system by 23:59 EPT before the start date o i  the 
transaction. 

A Cleared Buy Bid Transaction must specify the buyer, seller, start and end dates of 
tlie transaction, the transaction arnount (in MW), tlie LDA ancl Incremental Auction 
associated with the Clearecl Buy Bid. 

The smallest increment that may be transacted through a Cleared Buy Bid 
Transaction is 0.1 MW. 

Cleared Buy Bid transaction results in the “Buyer” receiving the Cleared MWs in the 
applicable LDA and the associated Incremental Auction Charges that would have 
been assessed to the Seller for the term of the transaction. 

CAP) Transactioi-es 
RPM Marlet Participants have the ability to report Localional UCAP Transactions through 
the eRPM system. A Locational UCAP Transaction allows a party with available resource- 
specific capacity to transfer Locational UCAP (MWs) to another party. A Locational UCAP 
Transaction will not change tlie resource position or load obligation of an entity. I--lowever, 
the Buyer may use the Locational UCAP as a replacement resource in a Replacement 
Capacity Transaction. 

The following are business rules that apply to Locational UCAP Transactions: 

o 

o 

Localional UCAP MWs are not eligible to be oRerecl in an RPM auction. 

Both the Buyer and tlie Seller of Locational UCAP MWs must confirm the Locational 
UCAP Transaction via the eRPM system by 2359 EPT before the start date of the 
transaction. 

Locational UCAP transactions for a Delivery Year will be restrictecl as follows d~iri i ig 
tli e fo I I ow i n g pe riocl s: 
Prior to the locking of the Delivery Year EFORcl (Nov. 30“’ prior to ihe Deliveiy Year): 
Locational UCAP transactions will not be accepted. 

After the locking of the Delivery Year EFORcl, but before Ihe Delivery Year’s Thit-d 
Incremental Auction bidding window opens: Locational UCAP transactions inay be 
accepted; however, the Buyer of the Locational UCAP transaction inust deinonstrate 
prior to the Third Incremental Auction that the Locational UCAP was used in a 
replacement capacity transaction. If the Buyer fails to enter into a replaceineni 

o 

D 

o 
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capacity transact,ion prior to the Third Incremental Auction, the Locational UCAP 
transaction will be denied by PJM. 

During t,he Delivery Year’s Third Incremental Auction: Locational UCAP transactions 
will not be accepted. 

After the Delivery Year’s Third Incremental: Locational UCAP traiisactions will be 
accepted. 

A Locational UCAP Transaction must specify the buyer, seller, product type (Le., 
Limited, Extended Summer, or Annual) effective with the 20141201 5 Delivery Year, 
start and end dates of tlie transactioii. 

The Seller of the Localional UCAP must also specify the resource (generation 
resource or demand resource) and the MW amount of locational UCAP to be 
transacted The resource specified in tlie transaction must be of the same product 
type specified in the Localional UCAP transaction. 

The smallest increment that may be transacted through a Locational UCAP 
Transaction is 0.1 MW. 

A Locational UCAP transaction results in an RPM Resource Commitment (in UCAP 
terms), equal to the MW amount of locational UCAP traiisacted, being placed on the 
Seller’s resource for i l ie term of the transaction. 

I he Seller of the Locational UCAP retains ownership of the resoLirce specified in .the 
Loca tiona I CJ CA P Transactio ii 

The Seller of the Locational UCAP is subject to all applicable resource performance 
assessments. 

The Buyer in a Locational UCAP transaction will indemnify PJM Settlement, tlie LLC, 
and tlie Members far any failure by the Seller of s~ ich transaction eo pay deficiency 
penalties and charges owed to PJM Settlement and associated with the capacity that 
is the basis of the Locational UCAP transaction 

o 

- 
o 

o 

4.7 Resourcs ~~~~~~~~ 

A party’s resource portfolio in eRPM may consist of Genelalion Resources, Demand 
Resources, Energy Efficiency Resources, and Qualifying Transmission Upgrades. A party’s 
Generation Resource portfolio may consist of existing generation, planned generation, and 
bilateral contracts for uiii.t-specific capacity resources. Quali’fication requirements for 
generation resources are presented in Existing Generafion, Planned Generation, arid 
Bilateral Unit-Specific Transaction Sections of this Manual 

4.7.a Rssource Position for ~ ~ ~ ~ r ~ , ~ ~ ~ ~  Resources 

A party’s Daily Generation Resource Position is calculated dynamically by the eRPM systern 
for each unit and is equal to tlie par’ty’s Daily ICAP Owiied on a unit multiplied by one minus 
the unit’s Effective EFORd. 

A party’s Daily ICAP Owned on a unit is calculated by adding the ICAP Value of a unit as 
determined by a paity’s approved Capacity Modifications to ICAP anioimts transacted 
through a party’s approved unit-specific bilateral saledpurchases. The Installed Capacity 
(ICAP) Value of a unit is based on the sunimer net dependable rating of the iinit as 
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determiiied in accordaiice with PJM Manual for the Rules and Procedures for the 
Determination sir' Geaaeratis'lag Gapabililfy (M-21). 
A uni.t that is in a party's Generation Resource portfolio may he traded bilaterally iF the party 
has Daily Available ICAP to offer from the unit for 'the entire term of the bilateral unit-specific 
transaction. if the Daily Available ICAP for the unit varies foi- the term of the bilateral uni'r- 
specific transaction, only tlie minimum Daily Available ICAP may be sold in the bilateral uiiit- 
specific transaction. 

For a party, the Daily Available ICAP on a unit is equal to Daily ICAP Owned - Daily 
Unoffered ICAP - (Daily RPM Resource Conimitmeiit.s/( I-Effective EFORd)) - Daily FRR 
Capacity Plan Cornmitineiits 

D a i l ~ t ~ i n l o h l i . l ~ ~ ~ l ~ '  = l ) ~ ~ i ~ ~ l ~ , l I ' ~ ~ i i ' f i i . ~ l -  Doil) ll~ii~[jir.aN(:IP - ( 

A unit that is in a party's Generation Resource portfolio may be offered into RPM Auctions if 
t h e  party has available capacity to offer from the unit for the entire term of the RPM Auction 
Year. For each RPM Auction, PJM will calculate a Current Available ICAP Position, 
MiniinLim Available ICAP Position, and Maximum Available ICAP Position. 

A party's Current Available ICAP Position on a unit for an RPM Auction is equal to the 
minimum Daily Available ICAP for such unit during the Delivery Year. 

Czir.l.ei?~Avnilnb~e~CA. PP~si~ion zmit = &fin(DuilyA vnihb MCAi") 
A party's Minimurn Available ICAP Position represents the miniinum amount that must be 
offered into an RPM Auction. A party's Minimum Available ICAP Position on a unit for an 
RPM Auction is equal to tlie rninin7um Daily Minimum Available ICAP for such unit during tlie 
Delivery Year. 

Mi17 iin zmA v ciIcddeICA PPosilioi7 I I  I I  = Min (nmi l~ i~ f i i iAvc[ i~c~l~~e~~AP)  

A party's Daily Minimum Available (CAP is equal to Daily (CAP Owned minus the Daily 
Unoffered ICAP minus Daily Cleared ICAP in RPM Auctions minus Daily FRR Capacity Plan 
Commitmentss. Daily Cleared UCAP in RPM Auctions is converted to Daily Cleared ICAP 
using the greater of the EFORd yr at the time of the Base Residual Auction, EFORcl 5 y r  at 
the time ofthe Base Residual Auction, or the party's Sell Offer EFORcl from the Base 
Residual Auction. 

DriiIjIVAI Re \ ( ~ I I I " ~ ~ ~ ~ I ~ I I ~ ~ I ; / I I I ~ I ~ I ~  
) - l ~ ~ l ~ l J ~ ~ l ~ l ~ ~ ~ l / ~ ~ l ~ i ~ l ~ ' l ~ l l f ~ ~ l f l i i i f i l i l i i . i f l s  

1 - I;[~1;.clil~cGIRILI 

A paity's Maximum Available ICAP Position represents tlie maximuni amount that a 
participant may offer into an RPM Auction. A party's Maximum Available [CAP Position on a 
unit for an RPM Auction is equal to the mii7imum Daily Maximum Available ICAP for such 
unit during the Delivery Year. 

&hx irnztdvdub Ze1CMPosll"iorSa = ik-Plir?(D~~~l~~iZ~~~~.~~~~-~~ 
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A party's Daily Maxiiiium Available ICAP is equal to Daily ICAP Owned ininus tlie Daily 
Unoffered ICAP minus Daily Cleared ICAP in RPM Auctions ininus Daily FRR Capacity Plan 
Cominitineiits. Daily Cleared UCAP in RPM Auctions is convertecl to Daily Cleared ICAP 
using a zero EFORd 

For the Base Residual Auction and Third Incremental Auction, a party's Minimuin Available 
ICAP Position and Maximum Available ICAP Position .for a unit will be equal to the party's 
Current Available ICAP Position for such unit. 

A party's Daily Unoffered ICAP for a specific unit is calculated by adding the suni o,l- any 
Daily Unoffered ICAP for such unit in RPM Auctions .to Daily UnoFkrecI ICAP amounts 
transacted through a party's approved unit-specific bilateral saleslpurchases. 

~ C f i l y U l 7 ~ ~ ~ I . ~ ~ ~ ~ ~ . n ' 1 % ~ ~ u n i i  = Dcti~Uriqffer-eciI~K& Phl,\uclioia f ~ ~ ~ ~ ~ 1 7 ( ; ~ ~ e I . ~ ~ ~ ~ ~ ~ ~ i i ~ i c ~ ~ i s ~ i ~ ~ i ~ ~ ~ c ~ l ~ ~ c s  

For an RPM Auction, a party's Daily Unoffered ICAP for a generation resource is equal to 
the party's Minimum Available ICAP Position minus the Offered ICAP in the party's sell offer. 
DailyUr?oXer-eciIC~~G~,, izCsou = &/fjl7iiii 1 niiihiniicib IeICAP Posifioriuri if - 0flei.edICX P 
A party's Daily RPM Resource Commitments for a specific generating uni.j: are calculated by 
adding the sum of any IJCAP Cleared ~ ILIS UCAP Makewhole .for such iinit iii RPM Auctions 
to decreases/increases of RPM Resource Commitments due to approved unit-specific 
bilateral saleslpurchases of cleared capacity and tlie specification of replacement resources. 

A party's Daily FRR Capacity Plan Commitments for a specific unit are equal to the total 
amount of installed capacity that was committed froin the unit for the FRR Capacity Plan. 

A party's Daily RPM Generation Resource Position for a specific unit is equal to the (Daily 
ICAP Owned - Daily FRR Capacity Plan Commitments - Daily Unofkred ICAP)"('I -Effective 
E FO Rd). 
DCIi~RPlLl ~ ' O S ; ~ ; O I ? G : ~ ~ R ~ ~ ~ ~ ~ ~  = (ofl;/j/ ~ ( ? . ~ ! ~ ~ i v / i e c !  - Dctilv I;x/?(7o/Jp/N,7 c0/Jl/lli//l7Il?/lh' - DCti!V U17qfliiTd /c,LI/') (1 - ~jiec/heEI;'O/i?~) 

During the Delivery Year, a pariy's Daily RPM Generation Resource Posiiion is compared to 
iheir Daily RPM Resource Corninitinents for the yeneratirig unit to determine if a Capacity 
Resource Deficiency Charge is Po Ine assessed 

4.7.2 Resource Position '%Ob' Demand Rsssnrces 
A party's Demand Resource portfolio may consist of existing Demand Resources or Planned 
Demand Resources. Qualil'ication requirements for Demand Resources are presented in 
Load Management Procluci.~ Section of this Manual. 

A patty's Daily Nominatecl DR Value for a specific deinancl resoLirce is equal to the Daily 
Nominated DR Valrre as determined by party's "Provisionally Approved" or "Approved" DR 
IVIocl ificatio ns. 
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A party’s Daily Demand Resource Position for a Demand Resource is calculated 
dynamically by the eRPM system and is equal to the Daily Nomiiiated DR Value * DR Factor 
‘r Forecast Pool Requirement. 

DailJ/Reso~~i~cePosi~ioiii.~oiiLiiili ite \oI i icL‘  = Dcrill,Non~iiiatecI~RVc~l~~e x DWhctor. x FPR 

A Demand Resource that is in a party’s Demand Resource portfolio may be offered into 
RPM Auctions, if there is Daily Available ICAP to offer from the Demand Resource for the 
entire term of the RPM Auction. 

For a party, the Daily Available ICAP for a specific demand resource is equal the resource’s 
Daily Nominated DR Value - Daily Unofferecl ICAP - ((Daily RPM Resource 
Commitments/(DR Factor “Forecast Pool Requirement)) - Daily FRR Capaci.ty Plan 
Co m in i tme n,ts 

Daily Unoffered ICAP for a specific demand resource is calculated by adding the sum of any 
Daily Unoffered ICAP for such demand resource in RPM Auctions. 

Dciily~iO~er.eCIIJCrlll)dcnun~Ireso,lrce = DciilyUiofei.edICMRp& iA\oct ion~ 

For an RPM Auction, a party’s Daily Uno’iered ICAP for a specific deinand resource is equal 
to the demand resource’s Available ICAP Position minus the Offered ICAP in the party’s sell 
offer. 

Daily Uiiqfeid ICAPuemnnd R~~~~~~ = Aimilcible ICW‘ Positioi;7 - 0fei.ecI ICAP 

A party’s Available ICAP Position for a specific demand resource is equal to the minimum 
Daily Available ICAP for such demand resource during the Delivery Year. 

AvnilableICAPPositio i i uc rnand  Rcsource = i~~ii(Dnill,ih,nilci~leICM) A party’s Daily RPM 
Resource Commitments for a specific demand resource are calculated by adding the sum of 
any lJCAP Cleared plus UCAP Makewhole for such deinand resource in RPM Auctions to 
decreases/increases of RPM Resource Commitments due to the specification of 
rep lace in e nt re so LI rces I 

A party’s Daily FRR Capacity Plan Commitments %or a specific cleniancl resource are equal 
to the total amount of Nominated DR that was coininitted .from the demand resource for the 
FRR Capacity Plan 

A party’s Daily RPM Demand Resource Position for a specific demand resource is equal to 
the (Daily Nominated DR Value Daily FRR Capacity Plan Cominitinen’is - Daily Unoffered 
ICAP)” DR Factor ” Forecast Pool Requireiment. 
L~~iitj,RPi~,fPosiliorimc = ( Dc~i/jhVor~ D R r h h ~  - Dcii/~~l~l<RCc~JP/~iiiCoiii) x DR17ciclor- x Fp/< 

During the Delivery Year, a party’s Daily RPM Demand Resource Position is coinparecl to 
,their Daily RPM Resource Commitments for the demand resource to determine i.f a Capaciky 
Resource Deficiency Charge is lo he assessed on the delivery clay. 
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4.7.3 Resource Position ,For Energy Efficiency Resources 
A paity's €E Resource portfolio may consist of existing or planned EE Resources. 
Qualification requirements for EE ResoLirces are presented in Energy Efficiency Resource 
Section of this Manual 

A party's Daily Nominated EE Value for a specific EE Resource is equal to the Daily 
Norninated EE Value as determined by pafly's "Provisionally Approved" or "Approved" E€ 
Modifications. 

A party's Daily E€ Resource Position for an E€ Resource is calculated dynamically by the 
eRPM system and is equal t,o the Daily Nominated EE Value DR Factor '' Forecast Pool 
Requirement. 

ncri~Resozir.cePosilio1ii.i; R~ ro l l l  cL'= DciilyNoniiiiatedEEVie x DWcicior x FPR 

An EE Resource that is in a par&y's € E  Resource portfolio may h e  offered into RPM 
Auctions, if there is Daily Available ICAP to offer from the EE Resource for the entire term of 
the RPM Auction. 

For a party, l'he Daily Available ICAP .for a specific EE Resource is equal tlie resource's 
Daily Nominated EE Value - Daily Unoffered ICAP - ((Daily RPM Resource 
Convmitments/(DR Factor "'Forecast Pool Requirement)) - Daily ERR Capacity Plan 
Commitments. 

A parfy's Daily Unoffered ICAP for a specific EE Resource is calculated by adding the sum 
of any Daily Unoffered ICAP for such €E Resource in RPM Auctions. 

Dc(i&UiOfirecUCMEE Re so I ir.ce = Dciih UrioSfL'~ec/IC~Pix PI\,L.\~, c t i ~ ~ ~  

For an RPM Auction, a party's Daily Unoffered ICAP for a specific EE Resource is equal lo 
the EE Resource's Available CAP Position minus the Offered ICAP in the party's sell offer. 

Daily Uiioj-Serec~ I(3Iu>m csoLircc = Availcible ICjP Posifion - ofei*@d IcM 

A party's Available ICAP Position for a specific EE Resource is eqi.ral to the minimuin Daily 
Available ICAP for such EE Resource during the Delivery Year. 

AvciiIcibleICMPositio I ~ E E  r \ C s Q u  rce = i\diii( D c i i ~ ~ ~ v c i i l c i b l e I C ~ ~  

A party's Daily RPM Resource Commitmen'is for a specific EE Resource are calculated by 
adding .the SLI~I of any UCAP Cleared plus UCAP Makewhole for such €E Resource in RPM 
Auctions to c?ecreases/increases of RPM Resource Commitments due to the specification of 
replacement resources. 

A pai-ty's Daily FRR Capacity Plan Commitments for a specific E€ Resowce are equal to the 
total Nominated EE Value that was committed from the EE Resource for the FRR Capacity 
Plan. 

A party's Daily RPM EE Resource Position for a specific EE Resome is equal to the (Daily 
Noiniiia'ied EE Value - Daily FRR Capacity Plan Coiiiinitmenk - Daily IJnofferecl ICAP)" DR 
Factor ': Forecast, Pool Recluiremer1.t. 
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During the Delivery Year, a pail'y's Daily RPM €E Resource Position is compared to their 
Daily RPM Resource Cominitmeiits for the EE Resource to determine if a Capacity 
Resource Deficiency Charge is to be assessed on the delivery day 

4.7.4 Resoetr~e ~~~~~~~~~ ,for ~~a~~~~~~ ~~~~~~~~~s~~~~ ~~~~~~~~~ 

A party's Qualifying Transmission Upgrade portfolio may consist of planned Qualifyiiig 
I ransinission Upgrades. Qualification requirements for Qualifying Transmission Upgrades 
are presented in Quali,iyiny Transmission Upgrade Section of the RPM Business Rules. 

A Qualifying Transmission Upgrade that is in a pai-ty's Qualifying Transmission Upgrade 
portfolio nay Ise offered into a Base Residual Auction if incremental import capability value 
into Sink LDA from a Source I D A  has been approved by PJM System Planning Departmeni 

A party's Daily Qualifying Transmission Upgrade Position for a Qualifying Transmission 
(Jpgrade is calculated dynamically by tlie eRPM system and is equal to the incremental 
import capability value into Sink LDA from a SoLirce LDA that has been assigned by PJM 
System Planning Department. 

A party's Daily RPM Resource Commitments for a specific Qualifying Transinission Upgrade 
are calculated by adding the sum of any UCAP Cleared plus UCAP Maltewhole for such 
Qualifying Transmission Upgrade in RPM Auctions to any decreases of RPM Resource 
Coinmi"LmenZs due to the specification of replacement resources. 

During the Delivery Year, a party's Daily RPM Qualifying Transmission Upgrade Position for 
a qualifying transmission upgrade is compared to their Daily RPM Resource Commitinents 
for the qualifying transmission upgrade to determine if a Transmission Upgrade Delay 
Penalty is to be assessed. 

- 

eq b4 i reme nts 
The purpose of the RPM credit requirement is to encourage future physical performance, 
but not necessarily fully guarantee financial obligations related to Capacity Credit 
requirements for participating in the RPM, therefore, may be cli'ferent from the other 
requireinents established separately in the PJM Credit Policy, which are intended for other 
activities and general financial obligations to PJM. 

These business rules are intended to be descriptive of the credit requirements for 
participants in the RPM, but if any conflict arises between provisions in these rules and 
provisions in the PJM Operating Agreement or PJM Open Access Transmission Tariff 
(which includes the PJM Credit Policy as Attachment Q), then the provisions in the 
Operating Agreement and/or Tariff shall govern. 

Since LSE payments clue to PJM are included in monthly PJM bills, LSE payment 
obligations are considered to already be measured and covered by provisions of PJM's 
Credit Policy. Accordingly, no separate credit requirement will be imposed on LSEs under 
tlie RPM. 

Pa rtici pa n ts offering i nto a n R P M ALI ctio n exi sti ii g re so LI rces ( IN h e t h e r g e ne rato rs , de ma ncl 
resources, energy efficiency resources, or external generation resources with firin 
transmission), are not required to establish credit for tlie RPM Auctions 
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Participants offering into an RPM Auction any Planned Demand Resource, Planned Energy 
Efficiency ResoLirce, Planned Generation Resource, Qualified Transmission Upgrade, or 
external capacity without firm transmission (these four together considered herein to be 
Resources Requiring Credit for RPM) must establish an RPM Credit Limit prior to an RPM 
Auction 

Participants nominating PRD in advance of a BRA or Third Incremental Auction (for use in 
RPM Auction or FRR) tniist establish an RPM Credit Limit before submitting the PRD Plan in 
advance of the BRA or Third Incremental Auction. 

4.8.q Credit Liereit 
Acceptable sources of credit for the RPM Credit Limit may be either 0.f the following: 

Any unsecured credit or collateral available, according to provisions oi' the PJM 
Credit Policy, which has not already been designated or required for financial 
obligations under the Credi.t Policy or for other financial obligations within PJM. 

For RPM credit pLirposes only, if a supplier has a history of being a net seller into 
PJM, on average, over the pas'& 12 inonths, then PJM will count as available 
unsecured credit twice the average of that pai-ticipane's total net PJM bills over the 
past 12 months. 

A supplier may combine more than one source of credit for RPM credit purposes. 
Credit provided for RPM must be non-cancelable until at least 10 days after payment 
is due for the last month for which a committed financial obligation coulcl be created 
or owed. 

0 

o 

Q 

For Resources Requiring Credit for RPM, credit requests should be made to PJM's Treasury 
Depari-inent at least two weelts prior to an RPM Auction. For price responsive demand 
requiring credit, credit requests should be made to PJM's Treasury Department at least two 
weeks prior to the deadline for submitting the PRD Plan. Credi.t previously established wi.th 
PJM for general market activity will not be available for RPM unless the participant 
specifically makes such a request to the PJM Treasury Depar.trnent. 

Although creclit provided by a participan'c may be administratively separated for RPM (or 
FTR, etc.), all credit supplied by a PJM member or custonier, whether or not designa.tec1 for 
RPM (or FTR, or any other PJM obligation), may be utilized to cover any PJM financial 
obligation, should the member or customer default. 

PJM will relLit-n or release RPM credit provided by participants upon request, as long as 
such release wo~ilcl not cause a par'ricipant's RPM Credit Requirernent and/or Price 
Responsive Demancl Credit Requirement to exceed its RPM Credit Limit. Furthermore, PJM 
reserves the right to establisli a maximum frequency of such returns or releases, but no less 
frequent than once per calendar quai-ker. 

A participant must, at all times, maintain its RPM Credit Limit a.t least sufficient to meet its 
RPM Credit Requirement and/or Price Responsive Demand Credit Requirement. If a 
participants RPM Credit Requirement and/or Price Responsive Demand Credit 
Requireimnt ever exceeds its RPM Credit Limit, PJM [nay exercise any of the remedies 
afforded 13y 'the Credit Policy, Tariff, Operating Agreernent, or other agreements, business 
rules or n-tanuals, including demand for additional creclit and/or declaration of default. Failure 
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to exercise a remedy at any given time shall not preclude PJM from exercising sijch remedy 
at a later time. 

4.8.2 RPM Credit Re 
An RPM Credit Requirement will be established for all participants that are offering into an 
RPM Auction or have already committed into RPM any ResoLirces Requiring Credit for 
RPM. The RPM Credit Requirement will be equal to the sum of the individual credit 
requirements for such resources. The credi.t requirement for a given resource offered into an 
RPM auction will be a fixed Auction Credit Rate times the unforced MW offered, times an 
RPM Credit Adjustment Factor. The credit requirement for a given resource committed into 
RPM will be a fixed Auction Credit Rate times the unforced MW committed, times an RPM 
Credit Adjustment Factor. 

- RPM Credit Acliustment Factor 

The RPM Credit Adjustment Factor for a given resource depends on its status in 
becoming a fully qualified resource as follows The Credit Adjiistment Factor for all 
Resources Requiring Credit for RPM will be one ("I") except as follows: 

For Planned Dernand Resources, the Credit Adjustment Factor will be ('I -X), where 
"X" is the Nominated DR that is certified through an Emergency Load Response 
Registration divided by the Nominated DR value in the DR Modification for the 
planned demand resource. 

For Planned Energy Efficiency Resource, the Credit Adjustment Factor will be (140, 
where " X  is the Nominated E€ Value that is confirmed through a PJM approved 
Post-Installation M&V Repoit divided by the blominated E€ value in tile EE 
Modification for the planned energy efficiency resource. 

For existing external generation resources without firm transmission, the Credit 
Adjustment Factor will be zero if the Participant has demonstrated that firm 
transmission has been procured. 

For Planned generation resources, the Credit Adjustment Factor will be 0.5 (5.0%) if 
a full (not provisional) Interconnection Service Agreement has been successfully 
executed but Interconnectian Service lias not yet begun, and will be zero on or after 
the start date of Interconnection Service. 

For Quali.fying Transmission Upgrades, the Credit Adjustment Factor will be 0.5 
(50%) if a full (not provisional) Interconnection Service Agreement has been 
successfully executed but Interconnection Service has 1101 yet begun, and will be 
zero on the date the Qualifying Transmission Upgrade is placed in service. 

PJM will consider credit adjustment .factors other than these on a case-by-case 
basis. 

o 

o 

D 

o 

13 

If a Participant offers a Resource Requiring Credit for RPM into an RPM auction, Iiut the 
Pai-ticipanfs RPM Credit Limit is insufficient for the participant's RPM Credit Requirement 
including the new offer, then the offer will be rejected. I f  the offer was made as part of a sell 
offer upload file (multiple resources offered simultaneously), tlien the entire file ~iploacl will 
be rejecked. PrevioLis offers made and acceptecl into an auction will inot be rejected solely 
because a subsequent offer was rejected. 
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A par'iicipant that has procured capacity in an Incremental Auction inlay incur a change in 
credit requirement if the cost of the procured capacity differs from the cost of tlie originally- 
committed capacity. 

4 8 . 3  ~~~~~~~ Credit Rate 

An Auction Credit Raie is calculated prior to each RPM Auction for such Delivery Year. 
o Prior to the posting of the BRA results, the RPM Credit Rate is equal to the greater of 

(i) $20/ MW-day or (ii) " 3  ' applicable Delivery Year's hlei CONE for the RTO ( in 
$/MW-day), times the number of days in the Delivery Year. 

Upon posting the BRA clearing results, the RPM Credit Rate used for planned 
resource coinmitments in the BRA is equal to tiie greater of (i) $20/MW-day or (ii) 2 
times the Capacity Resource Clearing Price for the LDA and resource producl type 
(Le., limited, extended summer, and annual) that applies to the planned resource8, 
tiines the number of days in the Delivery Year. 

For any planned resource not previously cominitted for a Delivery Year that 
participates in an Incremental Auction, tlie Auction Credit Rate is equal to the greater 
of ( i )  0.3 times the applicable Delivery Year's Net CONE for tlie RTO or (ii) 0.24. 
times the Capacity Resource Clearing Price in the BRA .for the applicable Delivery 
Year for the LDA and resource product type that applies to the planned resource or 
(iii) $20 per MW-day, tiines the number of days in the Delivery Year. 

Upon posting tlie results of an Inci-emental Auction, the Auction Credit I M e  used for 
planned resources committed in the Incremental Auction is equal to the greater of (i) 
$20IMW-day or (ii) 0.2 times the Capacity Resource Clearing Price in such 
Increinental Auction for tlie LDA and resource product type that applies to the 
planned resource, but no greater than the pre-clearing Incremental Auction Credit 
Rate for such Incremental Auction times .the number of days in tlie Delivery Year. 

One rate is calculated for each Auction, binding LDA, and resource product type, and 
applied according to the Auction, LDA, and resource product type in which the 
capacity was committed 

o 

o 

o 

o 

4.8.4 ~ r ~ ~ ~ ~ , ~ - ~ ~ ~ ~ ~ ~ ~ ~ ~  BFfers in RP 
A Sell Offer based on a Planned Generation Capacity Resource, Planned Demand 
Resource, or Energy Efficiency Resource inay be submitted as a Credit-Limited Offer" A 
Marlet Seller electing this option shall specify a maxiinuni amount of Unforced Capacity, in 
megawatts, and a maximuin credit recluireinent (i,e", Maxiinum Post-Auction Credit 
Exposure), in dollars, applicable to tlie Sell Offer. A Credit-Limited Offer shall clear tlie RPM 
Auction in which it is submitted (to the extent it otherwise would clear based on the other 
offer parameters and the system's need for the offered capaci.ty) only to the extent of the 
lesser of: (i) the quantity 0.i Unforced Capacity that is the cluotiei1.i 0.f the division 0.i the 
specil'ied maximum credit reciuireinent by the post-auction Auction Credit Rate; and (ii) the 
maximccm amount of Unforced Capacity specified in tiie Sell Offer. For a Market Seller 
electing this alternative, the RPM Auction Credit Recluireinent applicable prior to the posting 
of results of the auction shall be the maximuin credit requirement speci.fiecl in its Credii'- 

8 Resource procl~ict iypes are effective with the 20 14/2015 Delivery Year 
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Limited Offer (i e., Maxirnum Post-Auction Credit Exposure), and the RPM Auction Credit 
Requirement subsequent to posting of the results will be the Auction Credit Rate t,imes the 
amount of IJnforced Capacity from such Sell OKer that cleared in the auction. The .followiiig 
business rules apply to Credit-Limited Offers, 

Q A supplier must no-tify PJM prior- to the opening of the RPM Auction bidding window if 
they in.teiid to submit a credit-limited offer. 

A Maximum Post-Auction Credit Exposure is assigned separately to each Planned 
Resource. 

The sum of the Maximum Post-Auction Credit Exposure nominated for each Planned 
Resource may not exceed the party's total available credit. Coupled Demaiid 
Resource Offers may not utilize the Credit, Limited Offer functionalityy. 

o 

o 

.8.5 Price ~~~~~~~~~~ emand Credit 
A PRD Provider seeking to commit PRD in the Base Residual Auction, Third Incremental 
Auction, or the FRR Alternative, aiicl for which there is a materially increased risk of non- 
performance for such PRD, must satisfy the Price Responsive Demand Credit Requiremen.t 
prior to the deadline for submitting the PRD Plan. 

The Price Responsive Demand Creclil Requirement shall be based on the maximum 
Nominal PRD Value in the PRD Plan * Forecast Pool RequiremenWrice Responsive 
Demand Credit Rate. For a PRD Provider, the maximum Nominal PRD Value in the PRD 
Plan may be reduced by the amount of existing PRD that is currently registered and 
approved in eLRS system by such PRD Provider on January 'I in advance of the PRD Plan 
submittal deadline. 

Prior to the posting of the results of a Base Residual Auction for a Delivery Year, the Price 
Responsive Demand Credit Rate shall be (the greater of (i) 0.3 limes Net Cone for the PJM 
Region for such Delivery Year or (ii) $20/MW-day) times the number of days in such 
Delivery Year. 

After the posting of the Base Residual Auction results, the Price Responsive Demaiid Credit 
Rate used for on-going credit requirements for price responsive demand committecl in the 
Base Residual Auction or to tlie FRR Alternative, shall be the (greater of (i) $20/MW-day or 
(ii) 0.2 times the Capacity Resource Clearing Price far an Annual Resource in such auction 
for the LDA within the PRD load is located ) times the number of days in tlie Delivery Year 
times a final price uncertainty factor of 1.05. 

For any additional PRD that seeks to commit in a Third Incremental Auctioii or seeks to 
commit PRD he reduce tlie final unforced capacity obliga.tioii of an FRR Entity, tlie Price 
Responsive Dernand Credit Rate shall be the same rate that is used after posting of the 
Base Residual Auction results. 

ARer the posting of t,he Third Incremental Auction results, the Price Responsive Demaiicl 
Credit Rate used for on-going credit requirements for all Price Responsive Demand, shall be 
(the greater of (i) $20/MW-day or (ii) 0.2 times the Final Zonal Capacity Price for tlie zone in 
which the price responsive demand is located) times the number of days in such Delivery 
Year, but no greater than the post BRA Price Responsive Demand Credit Rate. 
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Welcome to fl?e RPM Ai~ctions section of the P<JM Maniral for t17e Reliabilify Pricii7g Model. 
117 this section, you will 1%7d tile following infor/natiom~ 

a An overview description of the RPM Auctions (see “Overview of the RPM Auctions”) 

The auction timeline for RPM Auctions (see “RPM Auction Timeline”) 

The auction parameters for the RPM Auctions (see “RPM Auction Parameters”) 

The business rules for sell offers in RPM (see “Sell Offers in RPM”) 

The business rules for buy bids in RPM (see ”BUY Bids iii RPM”) 

The requirenients to offer in t he  PJM Energy Market (see “Energy Marlet Offer 
Requirements”) 

The busiiiess rules for the Base Residual Auction (see “Base Residual Auction”) 

The business rules for the Incremental Auctions (see “Incremental Auctions”) 

I he business rules for the auction clearing results (see “Auction Clearing Results”) 

An overview descriplion of the reliability backstop mechanism (see ”Reliability 
Backstop”) 

a 

- 

a 

5.q OV@PJi@W of PM ~ R ~ ~ . ~ ~ ~ ~ a ~  
The Reliability Pricing Model (RPM) is a multi-auction structure designed to procure 
resource commitments to satisfy the region’s unforced capacity obligation through the 
following market mechanisms: a Base Residual Auction, Incremental Auctions and a 
Bilateral Market. 

a Base Residual Aiiction - Tl7e Base Residual Auction is held during tl7e month of May 
three (3) ,years prior to the start of the Delively Year. Base Residual Auction (BRA) 
allows for the procin-ement of reSoLlrce co~nmitments to satisfy the region’s nnforced 
capacity obligation and allocates the cost of fhose com/~7ifments among t17e Load 
Serving Entities (LSEs) th/-oi/gh a Locational Reliability Charge. 

Incremental Ai~ctions - Up to three Incremental Anctions are conducted after the 
Base Residrial Ai~cfion to procure additional resotrrce commit/nenfs needed fo satisfy 
potential changes in n7arket dynamics that are know/7 prior to the begii7i7ing of fhe 
Deliveiy Year. 

o Tl7e First, Second, and Third Incremental Auctions are conducted to allow for 
replacement resource procurement, increases and decreases in resource 
coin in it me nts due to re I i a I-, i I it y req u i re in ent adj u st men ts , and deferred s ho rt-te 1-m 
resource procurement. 

A Conditional Incremental Acrction may be conducted if a Backbone transmission 
line is delayed and results in the iieecl for PJWl to procure additional capacity in a 
Locational Deliverability Area to address the corresponding relialnility problem. 

T17e Bilateral Marltei. - The bilateral market provides resoilrce providers a17 
0p/.10/?~//7ity to cover any arrcfion conmitment shodages. The lxlateral marl& also 

a 

J 

----_.___ -_I______-___ ~ _ _ _  
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Submittal of request for alternative maximum 
EFORd 

IMM provides determination on request for 
alternative maximum EFORd 

Rase Residual Auction 

Post Updated Planning Parameters for First 
In c re men ta I Ail ctio n 

First Incremental Auction 

Post lJpdated Planning Parameters for Second 
Incremental Auction 

S eco n cl I i i cre in en ta I Auction 

Final EFORd fixed for Delivery Year 

Manual 18. PJM Capacity Market 
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120 days prior to commencement of 
offer period 

90 days prior to commencement or' 
offer period 

May, 3 years prior to the Deliveiy 
Year 

'I Month prior to First Incremental 
Auction 

Septemlser, 20 months prior to the 
Delivery Year 

1 Month prior to Second Incremental 
ALI ct io n 

July, 10 months prior lo tlie Delivery 
Year 

6 y  November 30"' prior to the 

provides LSEs the oppoi-funity to hedge against the Locatioi7al Reliabi1if.y Charge 
determitied as a result of the RPM Aiicfioii process. T17e bilateral markei. is facilitated 
through the eRPM system. 

~~~~~~~ Time 
The following Auction tiineline provides the deadline for ltey RPM activities: 

PJM 0 201 3 
Revision 18, Effective Date 03/28/2013 

72 



I<PSC Case No 2013-00144 
IKIUC's First Set of Data Requests 
Received May 10,201 3 
Item No 20 
Attachinent 1 
Page 82 of 194 

Manual 18 PJM Capacity Market 
Section 5 RPM Auctions 

1 Third lncreinental Auction February, 3 inontlis prior to the 
Delivery Year 

1 Conditional Incremental Auction I As Needed I 
€xhjhii. 2: RPM Auction Timeline 

5.3 
The following information shall be posted by PJM for each Base Residual Auction by 
February 1'' prior to the corninencement of the Base Residual Auction offer period: 

0 

0 

0 

0 

0 

Q 

0 

0 

0 

0 

Q 

0 

0 

0 

0 

0 

0 

Prelimiiiaiy RTO and Zonal Peak Load Forecasts 

LDAs modeled in the Base Residual Auction 

Short Term Resource Prociirement Target 

Installed Reserve Margin (IRM) 

Pool-wide Average EFORcI 

Forecast Pool Requirement (FPR) 

Demand Resource (DR) Factor 

Reliability Requirements oi' the PJM Region and each modeled LDA 

Variable Resource Requirement (VRR) Curves oF the PJM Region and each 
modeled LDA without FRR Entity ad,justmen'rs. Adjusted VRR Curves with FRR 
Entity adjustments will he posted after FRR Capacity Plans are approved. 

CETO and CETL values for each modeled LDA 

Miniinurn Anniial Resource Requirements and Minimum Extended Summer 
Resource Requirements for the PJM Region and each Modeled LDA (for the 
2014./2015 Delivery Year and beyond) 

Transmission Upgrades projected to he in service for the Delivery Year 

Bidcling window schedule for the Base Residual Auction 

Cost of New Entry (CONE) for the PJM Region and each inodeled LDA 

Net Energy and Ancillary Services Revenue Offset of the PJM Region aiicl each 
modeled LDA 

Auction Credit Rate 

Far 'rhe Deliveiy Year 2012/2013 and beyond, the amount of Lmforcecl capacity to be 
procured by PJM due to increase in Reliability Reqirirernent or the amount to he 
released froin the coininitinelit due to a reduction in Reliability Requirement will h e  
posted one inoneh prior to the First, Secoi-id, or Third Incremental Auctions The 
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changes in the CETL values and the amount of unforced capacity to be procured For 
each LDA will be posted one month prior to an Incremental Auction. 

5.3.1 ~~~~~~~~~~~~~~~~~ Sell Offer 
Sell Offers for the Base Residual and Incremental Auctions inust be submitted in PJM's 
eRPM system. Sell offers are only accepted during a fixed bidding window which is open for 
at least five (5) business days. The bidding window for a Base Residual Auction and 
Incremental Auctions will be posted on the PJM wehsite. Sell offers may not be changed or 
withdrawn after the bidding window for a Base Residual Auction or Incremental Auction is 
closed 

The following are business rules Chat apply to Resource-Specific Sell Offers: 

Q 

D 

o 

The sinallest increment that may he offered into any auction is 0.1 MW 

A resource-specific sell offer will specify, as appropriate: 

Specific Generating Unit or Demand Resource 

Effective with the 2014/2015 Delivery Year, a demand resource with ihe potential to 
qualify as hvo or more product types may submit separate but coupled Sell Offers for 
each product type for which it qualifies at different sell offer prices and the auction 
clearing algorithm will select the Sell Offer that yields tlie least-cost solution. 
Separate resources will be modeled in the eRPM system for each product type. For 
coupled Sell Offers, the offer price of the Annual Demand Resource offer must be at 
least $.Ol/MW-day greater than the offer price of the coupled Extended Summer 
Demand Resource offer and the offer price of an Extended Summer Demand 
Resource must be at least $.Ol/MW-day greater than the offer price of the coupled 
Liinited Demand Resource offer. 

Base Offer Segment minimum and maximum amount of installed capacity offered in 
MWs for the resource 

Base Offer Segment price willing to receive in $/MW-day (in UCAP terms) 

Regular Schedule, Self-Schedule or Flexible Self-Schedule flag 

EFORd to apply to the offered MWs (only applicable in tlie Base Residual Auction, 
First Incremental Auction, and Second Incremental Auction) for generation resources 

New Unit Pricing participation flag for generation resources 

The ICAP MW quantity specified in tlie Base Offer Segment will be converted iii.to an 
UCAP MW quantity by the sell offer EFORd for use in the auction clearing. The sell 
offer price specified in tlie Base Offer Segment is in UCAP terms and will not be 
converted .for use in tlie auction clearing. 

The Base Offer Segment may be offered as eitiiei- a single price quantity for the 
capaci.ty of the resource or divided into up to ten offer bloclts with varying price- 
quantity pairs that represent various segments of capacity from the resource The 
Base Offer Segmeii'i will consist of bloclt segments at .the specifiecl price-quantity 
pairs. 

The seller specifies the EFORd io apply if participating in a Base Residual Auction, 
First I n creme nta I Auction , or S e co n cl I n creme nea I Auction 

o 

o 

o 

o 

o 

a 
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The EFORd cannot exceed the greater of tlie EFORcl calculated based on outage 
data for 12, months ending September 30"' prior to the Base Residual Auction, the 5 
Year Average EFORd based on outage daea for 'I2 months ending Septeinlx?r 30"' 
prior to the Base Residual Auction, or tile EFORd submitted by the marltet 
participant in their Base Residual Auction Sell Offer.9 

The EFORd applied to tlie Third Incremental Auction will be determined by PJM 
using the forced outage data for the '12 months ending on September 30 prior to the 
Delivery Year. 

The seller is willing to accept the clearing of any amount equal to or greater than tlie 
minimuin MW ainocin"i offered and equal to or less than the inaxirnum MW offered. 

If the self-scheduled flag is enabled in the sell offer, the sell offer price must Ise set to 
zero and the minimuin and maximuin amounts specified in the sell offer must be 
equal. 

The acceptance of the  sell offer is based on the party's Maximuin Available ICAP 
Position at the opening of the auction's bidding window. 

If a participant has a positive Maximum Available ICAP Position, PJM only accepts a 
sell offer up to the Maximum Available ICAP Position 

If a participant has a zero or negative Maximum Available ICAP Position, PJM will 
reject the sell offer. 

A sell offer in an RPM Auction that violates any "Conditions on Sales by FRR 
Entities" as presented in the FRR Business Rules will be rejected. 

For Planned Resources and external resources without firm transtnission, sell offers 
for which the RPM Credit Requirement exceeds the credit available will be rejected. 

All sell offers for a supplier that fails tlie Three-Pivotal Supplier Test will be capped 
within the mitigated I D A  

Cleared sell offers and offers receiving Malte-\Nhole payments are binding 
commitments to provide capacity. 

Q 

o 

o 

D 

Q 

D 

5.3.2 Fllexibie Self ~~~~~~~~~~~~~ 

An LSE may specify offer segments as flexible sell'-scheduled in the Base Residual Auction 
to provide a mechanism to manage t,lie quantity uncertainty relaied to the Variable Resource 
Require me nt . 

To specify a segment as a flexible self-scheduled segment, an LSE Imust specify the 
fo I I owi ng : 

For each such segment, "flexible self-scheduled" iiiust be selected as the o k r  'type 
of the segment. 

A i'lexible self-schedule sell oRer must specify an offer price that will be utilized in 'clie 
market clearing in the event that the resource is not needed to cover 'rhe calculated 

o 

Prior to March 27, 2009, the EFORd could not exceed the EFORd calculated based on outage data for '12 
months ending September 30"' prioi to the auction 

__ _-_________-___l___l____-.___I_ ~ ___ ~ 
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capacity obligation This is in addition to the data required of a self-schedule 
resource-specific sell offer" 

In conjunction with an offer of a Flexible self-schedule segment, the LSE must also 
submit through eRPM a percentage of the Preliminary Zonal Peak Load Forecast in 
each transinission zone the LSE wishes to cover with self-scliedulecl and flexilole 
self-scheduled resources. This percentage of the peak load forecast will be used to 
calculate the LSE's resulting capacity obligation through the auction clearing process 
that considers the Variable Resource Requirement. 

Q 

If the same LSE offers both self-schedulecl and flexible self-schedule segments to serve an 
Unforced Capacity Obligation within the same LDA, those segments that are self-scheduled 
will be used first to meet tlie obligation. The flexible sell'-scheduled segments will be 
autoinatically cleared in the auction if they are needed to supply the LSEs resulting capacity 
obligation, In tlie event tha'c the LSE does nut need all of the segments that were specified 
as flexible self-scheduled to meet its resulting capacity obligation, the RPM clearing function 
will consider the excess as offered into the market at tlie price specified with the flexible self- 
scheduled segment. The seginents that are considered excess for this LSE will be those 
.that have the highest specified offer prices. 

ew Entry Pricing 
New Entry Pricing is an incentive provided to Planned Generation Resources where the size 
of the new entry is significant relative to the size of tlie LDA and there is a potential for tlie 
clearing price to drop when all offer prices including that of the new entry are capped. New 
Entry Pricing allows Planned Generation Resources to recover the ainaunt of their cost oi: 
entry-based offer for up to two additional consecutive years under certain conditions. 

New Entry Pricing is applicable under the .Following conditions: 
- 

('I) 

(2) 

I he new entiy must select tlie New Entry Pricing option at the time the sell offer 
into the initial BRA (Delivery Year 1 BRA) is submitted 

The capacity cleared from the new entry (including any male-whole MW) in tlie 
Delivery Year 'I BRA would move the total LDA resources committed in the 
BRA from below the LDA Reliability Requirement to a MW quantity at or above 
the MW quantity at the price-quantity point on the VRR Curve where tlie price is 
40% of tlie Net CONE divided by the quantity one minus pool-wide average 
EFORd. 

The seller submits 0.Kel-s into tlie two immediately following BRAS (Delivery 
Year 2 BRA and Delivery Year 3 BRA) to sell the entire capacity of the unit 
committed in the Deliveiy Year 'I BRA at a price equal to the lesser oi: (a) the 
price o%?red in the Delivery Year 'I BRA where the resource was classified as 
planned generation, or (b) 90% of the Net CONE applicable in the Delivery 
Year 'I BRA iii lJCAP basis 

Failure to submit a sell offer consistent with condition (3) above in the Delivery 
Year 3 BRA shall not retroactively revoke tlie blew Entry Price Adjus.iment for 
Delivery Year 2 However, the failure to subinit a sell o.Rcr consistent with 
condition (3) in the Delivery Year 2 BRA shall male the resource ineligible .for 
New Entiy Price Adjustment for Delivery Years 2 and 3. 

(3)  

(4) 
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New entry revenues" 

(I) If the new entry meets conditions ('I) and (2) above and is the marginal offer t 
in Delivery Year I BRA, it sets the resource clearing price for the LDA in 
Delivery Year 1 BRA and receives revenues based on this price in the Delivery 
Year 1 BRA. 

If the new entry clears its capaci.iy in either of the two subsequent BRAs 
(Delivery Year 2 BRA or Delivery Year 3 BRA), it will receive revenues based 
on the LDA clearing price in such subsequent year BRA. 

If the new entry does not clear in either of the .two subsequent year BRAs 
(Delivery Year 2 BRA or Delivery Year 3 BRA), it will be resubmitted at the 
highest offer price at which the unforced MW amount cleared in the Delivery 
Year 1 BRA will clear in the subsequent year BRA (Delivery Year 2 BRA or 
Delivery Year 3 BRA). The resource clearing price and the resources cleared 
for such subsequen't year BRA will be determined from the clearing with the 
resubmitted sell offer. The new entry shall clear in such subsequent year BRA 
and be committed in the amount cleared plus any additional male-whole MW 
from its Sell Offer for such subsequent year BRA, b~1.t such make-whole MWs 
shall not be greater than the malte-whole MWs committed in the Delivery Year 
1 BRA. The new entry will receive revenues for the entire committed quantity in 
such subsequent year BRA based on the sell offer price initially submitted for 
such subsequent year BRA. The difference belween the initially submitted sell 
offer price and the clearing price in such subsequent year BRA and any 
difference between cleared quantity and committed quantity in such suhsequen'c 
year BRA will be paid as ResoLirce Make-Whole payinents to the new ent,ry. 
The other capacity resources that clear such subsequent year BRA will receive 
the clearing price for such subsequent year BRA. 

While the New Entry Pricing is effective, the LDA in which the New Entry was cleared will be 
modeled as an LDA in Years 2 and 3 regardless of the amount of LDA Capacity Emergency 
Transfer Limit margin over Capacity Emergency Transfer Objective in the PJM RTEP 
Process. After the New Entry Pricing period, the LDA will be maintained only if deemed 
necessary in the PJM RTEP Process. 

Market Monitor's existing authority and review responsibilities shall include "New Entry 
Pricing." Market Monitor shall analyze and repofl on "New Entry Pricing" i i i  the State ofthe 
Market Report. 

5.3.4 Sell Qf%r Caps 

Submission of the Avoidable Cost Rate (ACR) Data 

(2) 

(3 )  

o 120 days prior to the commencement of the offer pcriocl for She auction, participants 
must submit the data specified in Section 6.7 os"AltachmenL DD of the Open 
Access Transn?i.ssion Tariff in ordei to submit a non-zero Sell Offer in the Base 
Residual Auction 

Capacity resource owners must scipply PJM with their avoidable cost data through 
the RPM Avoidable Cost Rate (ACR) Systeiii. 

o 

-- - _ _ _ _ ~ ~ _ _ - _ _ _ _ _ - -  -- _ - - - - ~ - - _ I _ _ _  
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The avoidable cost calculation is based on the categories of cost that are specified in 
Section 6.8 o%Atfachmenl DD 0f the Open k-lceess Transmission Tariff" The 
calculation slioulcl be based on the annual costs that would be avoidable assuming 
the unit would otlierwise retire. 

Where multiple units exist ai: a single plant, the plant's total avoidable costs shall be 
allocated to each individual unit in an appropriate manner The sum oisucli costs 
assigned to each unit shall equal the total plant costs. 

The avoidable cost data s l i o ~ l d  be for.lhe 12 months preceding the month in which 
the data must be provided. 

For units that are jointly-owned, only one owner, typically the operator is expected to 
provide avoidable cost data and Projected PJM Marliei: Revenues for the unit. 

All joint-owners of a unit can input their own bilateral revenues/costs, opportciiiit,y 
costs and transition adder. 

If a unit is not expected to be operational during the Delivery Year, no avoidable cost 
and opportunity cost data are required, but notice of status is required 

o 

e 

II 

o 

Calculation of Sell ORer Caps 
o Sell offer caps shall be calculated as specified in Section 6.4 of Attachment DD of 

the Open Access Transmission Tariff. 

If a unit does not submit ACR data, specify an opportunity cost, defaull- rate, or 
specify a transition adder in the RPM ACR System, the offer cap for that unit will be 
set to the applicable defau1.t rate. 

If no Projected PJM Market Revenues are submitted for a unit by a capacity resource 
owner, then PJM will use its own calculation of PJM Market Revenues in calculating 
&he Sell O k r  Cap of a unit. 

Sell Offer Cap(s) will be calculated by Market Participant, by unit, by segment 

90 days prior to the commencement of the offer period, the IMM shall calculate and 
notify the Capacity Market Seller of their Sell Offer Cap consisteii,t with Section 6 of 
Attachment DD of the Open Access Transmission Tariff All unforced capacity of all 
existing Generation Capacity Resources sliall be offered in the Base Residual 
Auction unless one of the following conditions is met: 

The resource is reasonably expected to be physically unable to participate in the 
relevant Delivery Year The resource has a financially and physically firm 
commitment io an external sale of its capacity. The resource was interconnected to 
the Transmission System as an Energy Resource and not converted to a Capacity 
Resource. 

No offer caps are applied to sell offers of Planned Generation Resources 

No offer caps are applied to sell offers of Demand Resources or Planned Energy 
Efficiency Resources 

For the purposes of offer capping in the RPM Auctions, a resource not yet in 
operation shall be considered a planned resource for only the First RPM Atrctioii tiiai 
its' offer is cleared. The resource is considered an Existing Resource, for the 

D 

o 

o 

D 

o 
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purposes 0.f offer capping, for any subsequent Auction except in the case of New 
Entiy Pricing. 

UIrn Of&% Price Rule ~~~~ 

The Minimum Offer Price Rule (MOPR) of Section 5.14(h) of Attachment DD ofthe PJM 
OAPT applies to sell offers of cei-tain plannecl generation capacity resources including 
planned upgrades of existing generation capacity resources. The MOPR does not apply to 
sell offers based on nuclear, coal, integrated gasification coinbined cycle, hydroelectric, 
wind or solar facilities. Also, the MOPR applies only to resources located in an LDA for 
which a separate VRR Curve is established and is applicalnle un.i:il the resource clears an 
RPM auction. For each Delivery Year, PJM determines the Net Cost of New Entiy (CONE) 
for a conilnustion turbine generator and for a combined cycle generator. Unless a MOPR 
exception is requested and approved according lo the process and timelines described 
below, a sell offer submitted in any BRA or Incremental Auction that is less than 90% o-F the 
applicable Net CONE shall Ibe set equal to 90% of the applicable Net CONE. If there is no 
otheiwise applicable asset class as described above and the sell offer is less than 70% of 
the Net CONE for a coinbustion turbine generator then tlie sell o.Ffer shall be set equal to 
70% of the Net CONE for a combustion turbine generator. 

A sell offer below the MOPR screen price shall be perrnitted and not be re-set if .the capacity 
market seller obtains a determination from PJM prior to the RPM Auction that the seller offer 
is permissible because the offer is consistent with the competitive, cost-based, fixed net cost 
of new entry were the resource to rely solely on revenues from PJM-administered marliets. 
A capacity market seller wishing to offer Relow the MOPR screen price may reqLiesl- such a 
deterinination according to the MOPR exception process described below. 

1) MOPR Exception Process Tiinelines 

a. Reqi.iests for exceptions must he subniittecl no later than '120 clays prior to 
the cominencement of the oHer period of an RPM auction. Requests must 
provide all relevant information and are submitted 'co both the IMM and PJM 

b. The IMM has 30 days from receipt 0.i: the request to male a determination 
regarding the exceptions and report its findings to the seller requesting the 
exception and PJM. 

c. If tlie seller does noi agree with the IMM findings it may appeal to FJM to 
review its request .for exception 

d. PJM has 55 days from the receipt of tlie exception requesl" to notil'y the seller 
of its determination regarding the e::ception reclLiest. (25 days following the 
I M M cle te rm in at ion ) 

2) Documeni-ation Reqiiirecl in MOPR Excep"cion Request 

The capacity market seller must include in its reqLiest for an exception 
ciacumentation to support the fixed development, construction, operation, and 
maintenance costs of the planned generation resource, as well as offsetting net 
revenues. The requests must include a cerWication, signed by an officer of the 
capacity inarl<et seller, that the claiined costs accurately reflecf the seller's 
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reasonable expected costs ol' new entry and that the request satisfies all standards 
for an exception. SuppoiSing documentation o i  for project costs may include, as 
applicable and available, the following: 

o a complete project descriptioii; 

Q environmental permits; 

Q 

o 

o 

o 

vendor quotes for plant or equipment; 

evidence of actual costs of recent comparable projects; 

bases for electric and gas interconnection costs and any cost contingencies; 

bases and support for property taxes, insurance, operations and maintenance 
("OBM") contractor costs, and other fixed O&M and administrative or general 
costs; 

financing documents for construction-period and permanent financing or 
evidence of recent debt costs of the seller for comparable investments; 

the bases and snpport for the claimed capitalization ratio, rate of return, cost- 
recovery period, inflation rate, or other parameters used in financial modeliiig; 
and 

identi.fication and support for any sunk costs that, the Capacity Marltet Seller has 
reflected as a reduction to its Sell Offer. 

o 

o 

The request also shall iiiclude all revenue sources relied upon in the sell offer to offset the 
claimed fixed costs, including, without lirnitation, long-term power supply contracts, iolliiig 
agreements, or tariffs on file with state regulatory agencies, and shall demonstrate that such 
offsetting revenues are consistent, over a reasonable time period. In inalting such 
demonstration, the capacity market seller may rely upon forecasts of competitive electricity 
prices in the PJM Region based on well defined models that include fully documented 
estimates of future fuel prices, variable operation and maintenance expenses, energy 
demand, einissions allowance prices, aiid expected environmental or energy policies that 
affect the seller's forecast of electricity prices in such region, employing input data froni 
sources readily available to PJM and tlie IMM. Documentation for net revenues also may 
include, as available and applicable, plant performance and capability information, including 
heat rate, start-up times and costs, forced outage rates, planned outage schedules, 
inaintenance cycle, .fuel costs aiicl other variable operations and maintenance expenses, 
and ancillaiy service capabilities. The capacity market seller shall provide any additional 
supporking information requested by PJM or the IMM to evaluate the sell offer. 

,411 evaluated sell offer shall be permi"c'ecl if tlie information provided reasonably 
demonstrates tliat the sell offer's competitive, cost-based, fixed, net cost of new entry is 
below the minimuin o,ifer level, based on competitive cost advantages, including, without 
limitation, competitive cost advantages resultiiig from the capacity market seller's business 
model, financial condition, tax status, access to capital or other similar conditions affecting 
the applicant's costs, or lbased on net revenues that are reasonably demonstrated to be 
higher than those used by PJM to develop the minirnuin oh'er level. Capaci'ry market sellers 
shall be asked .io demonstrate that claimed cost advantages or sources of net revenue .that 
are irregular or anomalous, tha,l do not reflect arm's-length transactions, or that are not in 
the ordiiiary course of the capacity mai-l(et seller's business are consistei-d with the 
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standards of this subsection. Failure to aclequately support such costs or revenues so as to 
enable PJM to make a determination will result in denial of an exception by PJM. 

5.3.6 ~ ~ a ~ i , ~ ~ ~ ~  Trams ission Upgrad@ Sell ouer Requiremehatr; 

A Qualifying Transmission Upgrade sell oRer will specify, as appropriate. 

Increase in CETL provided by ilie upgrade (maximum MW, as certi.fied by PJM 
Transmission Planning Department) 

Minimum MW offered (miii = max for upgrades that involve a single equipmeni- 
upgrade, min could b e  less than max where participant is proposing multiple 
upgrades or upgrades to several pieces of equipment) 

Source and sink LDAs associated with the upgrade 

Price willing to receive for each segment in $/MW-day specified as the price 
difference between the sink LDA price and the source LDA price 

The increase in CETL provided by a Qualifying Transmission Upgrade must be certified by 
PJM at least 4.5 days prior to tile Base Residual Auction. 

Cleared sell offers and offers receiving Make-Whole payments are binding commitments to 
provide capacity. 

o 

o 

BUY Bids for the Inci-emental Auctions must: be submitted in PJM’s eRPM system. Buy Bids 
are only accepted during a fixed bidding window which is open for ai: leasi five (5) business 
days. Buy Bids may not be clianged or withdrawn after the bidding window for an 
Incremental Auction is closecl. 

A Buy Bid must specify: 
D 

o 

Quantify of unforced capacity resources desired, in increments OF 0.1 MWs, 

Maximum price willing to pay for unforced capacity resources in $/MW-day, 

Type of unforced capacity desired, i e., Annual Resource, Extended Siimmer 
Demand Resource, or Limited Demand Resource (for 2014/20 15 and beyond), 

Desired location (Locatioiial Deliverability Area) for the replacenlent capacity 

Buy Bids may not speci,fy a minimum MW amount. The BUY Bid may clear any MW amount 
equal to or less tlian tlie quantity of unforced capacity resources desired in the BUY 6icl. 

In the event of a delay or cancellation of a Qualifying Transmission Upgrade, the BUY Bid 
will specify the purcliase of capacity resources in tlie LDA .for which “iie QLialifying 
Transmission Upgrade was to increase the CETL (Sink LDA) 

Cleared Buy Bids are binding commitments to purchase capacity 

Q 
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sq u i ren2 ents 
All generation resources that have an RPM Resource Coininitmetit must offer into PJM's 
Day Ahead Energy Market Demand Resources that have an RPM Resource Cominitinent 
must be registered in the Full Prograin Option of the Emergency Load Response Program 
and thus available for dispatch during PJM-declared einergency events. Please refer to the 
ManiaaB for Scbaeduhng Operations (M-77) for details on PJM Energy Market. participation. 

The Reliability Pricing Model includes a single Base Residual Auction for each Delivery 
Year. A Base Residual Auction is held during the month of May thee (3) years prior to the 
stari. of the Delivery Year. Base Residual Auctions are conducted in accordance with the 
auction schedule posted on the PJM website 

.*S ~ a ~ ~ i ~ i ~ ~ ~ ~ ~ n  in the ase Residual ~~~,~~~~ 

Q Existing generation 

o Planned generation 

o Existing Demand Resources 

Planned Demand Resources 

o Energy Efficiency Resources 

D Qualifying Transmission Upgrades 

Products that resource providers can offer into PJM's Base Residual Auction include: 

Existing Generation in a party's RPM Resource Portfolio that have available capacity to offer 
and are not, offered into the Base Residual Auction for tlie Delivery Year shall be excluded 
from participation in any and all lncreniental Auctions conducted for the Delivery Year. 
Generation is treated as existing when the generation is (a) in service at the commericeinent 
of the Base Residual Auction or (b) not yet in service but has cleared in an RPM Auction for 
any prior Delivery Year. These unnffered MWs from existing generation resources shall be 
ineligiinle to serve as capacity resources on behalF of any RPM entity for such Delivery Year, 
and are therefore prohibited from receiving any RPM capacity revenues for the Delivery 
Year, To enforce this business rule, PJM will track Daily Unoir'ered ICAP ai-nounts for 
generation and demand resources. 

Tile following are business rules that apply ,to the Base Residual Auction: 
o Existing generation, existing Demand Resources, and Energy Efficiency Resources 

that have CAP MOD, DR MOD, or EE MOD increases that are approved after the 
Base Residual Auction are eligible to offer the capacity increase into an Incremental 
Auction for the Delivery Year if the CAP MOD, DR MOD, or EE MOD increase is 
approved prior to the opening of the Increinental Auction bidding window. 

For the Gase Residual Auction, a party's Current, Minirnum and Maxiiiiuni Available 
ICAP Position for a specific unit are equal to the minimum of (Daily ICAP Owned - 
Daily FRR Calsacily Plan Coriinii~tmen'is) for the Delivery Year. 

o 

.4~~c1~lICifPPo.sitio1~ = M h i ~ i i  11111 Dcri!v Vnfrie fil l 111 (DdyIC.4 PO i iwec/ - Dci;!~,FRXC,irpPkci~Il;b,lllllibile/lfs) 
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~. 

o For tlie Base Residual Auction, a party's Available ICAP Position for a demand 
resource is equal to the minimum of (Daily Nominated DR Value - Daily FRR 
Capacity Plan Commitments) for the Delivery Year 

Following a Base Residual Auction, a party's Daily Unoflered ICAP for a generation 
resource or demand resource is calculated and is equal t,o tlie Available ICAP 
Position minus the Offered ICAP in the party's sell offer. 

Resources may be directly offered into the Base Residual Auction by specifying a 
MW quantity and sell offer price in the sell offer or may be self-scheduled into the 
Base Residual Auction by enabling the self-schedule flag in the sell offer. See the 
Resource-Specific Sell Offer Requirements Section for further details. 

The product offered in the Base Residual Auction must be resource-specific or apply 
to a Qualifying Transmission IJpgrade. 

The smallest incremen'r that may be offered into a Base Residual Auction is 0.1 MW. 

A~~c t i l~C~lPPo .~  ifim DR = A4nDcii(yfh liiGfi,> LW( Lhilyhroii I D RVnliie - Dnib.lljXR(JrrpPlni?Cor, I I I I  ili i I ei ils ) 
Q 

aciilyUiio~e~edICAP(;~i,~,i DK = AvrrilICAPPosifii~ - OferedIC2 P 
o 

Q 

o 

5.6.2 Auction ~~~~~~~~ ~~~~~~~~3~ - Base ~~~~~~~~ ~~~~~~~ 

The Base Residual Auction clearing software is an optimization algorithm. This algorithm 
has the objective OF minimizing capacity procurement costs given tlie supply offers, Variable 
Resource Requirement Curve(s), Locational Constraints, and stai-ling with June 1, 2014, the 
Miniinurn Annual Resource Requirements and Minimum Extended Suinmer Resource 
Requirements I All sel,F-scheduled resources in the Base Residual Auction will automatically 
clear at their maximum MW amount specified in the sell offer. The Base Residual Auction 
clearing price for each LDA is determined by the optimization algorithm. The Resource 
Clearing Price within each LDA is the suin of. 

Q 

o 

Q 

o 

The marginal value 0.1 system capacity and 

Annual Resource Price Adder, if any, and 

Extended Summer Price Adder, if any, and 

Locational Price Adder(s), if any, relevant to such LDA. 

The Annual Resource Price Adder is applicable for Annual Resoiirces only. The Extended 
Summer Price Adder is applicable for Annual Resources and Extended Summer DR. 

In the event that the Sell O'rFers forming the supply curve clo not result in an intersection with 
the Variable Resource Requireineni Curve, the marginal value of system capacity will be set 
along the Variable Resource Requirement Curve by extending tlie supply cLirve vertically 
,from its end point until it intersects the Variable Resource Reyuireiiien'c Curve 

5.6.3 Wesoesrm ~~~~~~~~~U~ Paynneaats in t he  Base Resid~raU Auction 
Only .the resource pi'ovicler that offered and cleared fewer MWs than the minimum MW 
specification in the Base Residual Auction wo~ilcl receive a Resource Make-whole payment 

I he Resource Make-whole Payment is equal to [lie prodcici- of the Capacity Resource 
Clearing Price and .the quanti.(\/ diRerence between tlie sell offer's minimum MW 
specification and 'clie clearecl MW quantity in the Base Residual Auction. 

- 
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PJM 0 2013 83 
Revision 18, Effective Date 03/28/20 13 



IWSC Case No 2013-00144 
I(lllc's First Set of Data Requests 
Received May 10, 2013 
Item No 20 
Attachinent 1 
Page 93 of 194 

Manual 18. PJM Capacity Market 
Section 5 RPM Auctions __ ~- 

Reso zir.cen~cirltei,vhole~c~~~ii ieiil = Reso z nxzClecn-irigPI-ic e x (Sei'lOff&fVf ir?il&iT - G'leoreclM44iit,f ) 
Make-whole payments required in the BRA will be charged to all LSEs in the LDA via the 
Final Zonal Capacity Price. 

Only cleared Qualifying Transmission Upgracles, cleared resource-specific sell offers, and 
cleared flexible self-scheduled offers in excess of their self-scheduled quantity are eligible 
for make-whole payments in the BRA 

5.6.4 ~ s ~ , ~ ~ ~ ~  s f  Base 
Base Residual Auction results are posted to a participant's eRPM account and summary 
results are posted to a pLiblic portion of the PJM website. For any Base Residual Auction, 
clearing results will not be posted until after 4 p.i-n. EPT on Friday of Auction Clearing week 

Participants can view the resolu-tion of their sell offer in the BRA through eRPM. The results 
of their sell offer will be categorized as cleared, uncleared, offered, Linoffered, or malte- 
whole. 

Base Residual Auction sales are credited monthly during the Deliveiy Year as the unforced 
capacity is actually utilized. 

5.9 ~~~~~~~~~~U 
Effective 2012/13 Delivery Year: 

The Firsf, Second, ai7d Third lncr-emenfal Auctions are conducted to allow for 
replacement resoLrrce procurement, increases and decreases in resource 
co m in i t me nts d ue to re1 ia b i I it y re q u ire ment ad j 11 st men ts , and defe rred s ho rt-te rm 
resoLtrce procurenient. 

A Conditional Incremental A K ~ ~ O / J  may be conducted if a Backbone transmission line 
is delayed and results in the need for PJM to procure additional capacity in a 
Locational Deliverability Area to address the corresponding reliability problem 

5.7.*1 ~~~~~j~~~~~~ in ,the Bncre e nta B Au c,ti g~ 11s 
Existing generation in a paiiy's RPM Resource Portfolio that have available capacity to offer 
and are not offered into an Incremental Auction for the Delivery Year shall be excluded from 
participation in any subsequenl Incremental Auctions conclucted for the Delivery Year. 
Generation is treated as existing when the generation is (a) in service ai- the commencement 
of the Incremental Auction or (b) not yet in service but has cleared an RPM Auction for any 
prior Delivery Year These Lina.ffered MWs froin existing generation shall be ineligible to 
serve as capacity resouices oin behalf of any entity for such Delivery Year, and are tlierefore 
prohibited from receiving any RPM capacity revenues. for the Delivery Year To enforce this 
business rule, PJM will track Daily Unoffered ICAP ainounk of generation and cleinancl 
resources. 

Products that resource providers can offer into an Incremental Auction include. 

Existing generation that was offered and not cleared in a prior auction for the saine 
Delivery Year 

u Planned generation 
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Existing Demand Resources or Energy Efficiency Resources that were offered and 
not cleared in a prior auction for the same Delivery Year 

Planiied Demand Resources or Energy Efficiency Resources 

Transmission upgrades are not eligible to be offered into Incremental ALictions 
(Transmission upgrades are only eligible fo be offered info Base Residual Auction) 

The product offered in the Incremental Auction must be resource-specific. 

The smallest increment that may be offered into an Incremental Auction is 0.1 MW 

Planned generation Planned Demand ResoLirces, or Energy Efficiency Resources 
that were not eligible to participate at tlie time of the Base Residual Auction or prior 
Incremental Auction, are eligible to participate in subsequent Incremental Auctions if 
t h e  planned generation, Planned Demand Resource, or Energy Efficiency Resource 
meets the requirements specified in Section 4 of this manual. 

Existing generation and existing Demand Resources or Energy Efficiency 
Resources that have CAP MOD increases, DR MOD increases, or EE MOD 
increases that are provisionally approved or approved after an Incremental Auction 
are eligible to offer the capacity increase into a subsequent Incremental Auction for 
tlie Delivery Year if the CAP MOD, DR MOD, or EE MOD increase is provisionally 
approved or approved prior to the opening or' the sLibseqiieiit Incremental Auction 
bidding window. 

For Incremental Auctions, a Current Available ICAP Position, Minimum Available 
ICAP Position, and Maximum Available ICAP Position are calculated. 

o 

The following are business rules that apply to the Incremental ALictions: 
o 

o 

o 

o 

o 

A party's Current Available ICAP Position on a unit for an Incremental Auction is equal to the 
miniincim Daily Available ICAP .for such unit during the Delivery Year. 

C;i~i~i~eritiZvc~ilc~~~eICAP Positio~,,,~,, = i l ~ ? 7 ( D c i i ~ ~ ~ v f f i ~ f f ~ ~ e I ~ ~ ~  

For a party, tlie Daily Available ICAP on a unit is equal io Daily ICAP Owned - Daily 
Unoffered ICAP - (Daily RPM Resource Commitments/(l -Effective EFORd)) - Daily FRR 
Capacity Plan Commitments. 

/ ~ ( i i ~ i l l , i i ; / ~ l / J / ~ / ~ ' , l / '  = IXr i lJ~IC;J/ 'Ol I~r ia l -  / h i / )  ~ / i l O [ ~ f  i!d/( :,I/' - ( Lkii!i.IU'il I Re , \or i i .ccC'oi i i i i t i / i~i~i i / \  
) - /3iIr!i~/;l</\'C ~i[X/Ci/, l ~ / ' l i l l i ~ ~ l i i l l l l ; / i i i ~ i  I /  \ 

A party's Minimum Available ICAP Posi.tioii represents t he  ininimLim amount tlia't must be 
offered into aii RPM Auction. A party's Miniinum Available ICAP Position on a unit ,for- an 
RPM Auction is equal to the mi/-ri/nu/n Daily Mini tnm Available ICAP for sLIcli iinit during the 
Delivery Year. 

Miniii I z 111 vlvnilnlileICAP Pos itim I = itiiiii7 (DctilJ/iIhAii uilchleJC2 P> 
A party's Daily Minimum Available ICAP is equal to Daily ICAP Owned inincis tlie Daily 
Unofferetl ICAP inincis Daily Cleared [CAP in RPM ALictions minr.rs Daily FRR Capacity Plan 
Commitments. Daily Cleared UCAP in IWM Auctions is converted io Daily Cleared ICAP 
using the greater of tile EFORd , yr at i l ie time 0.f the Base Residual Auction, EFORd yr at 
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the time of the Base Residual Auction, or the pal-ky's Sell Offer EFORd from the Base 
Residual Auction. 

Daily M inA\ailableICA P = Dciil)ICAPOiviied - D~~il~Uiio%fei.e~lIC~ll' - 

party's Maximuni Available fCAP Position represents the maximum amount that a 
participant may offer into an RPM Auctioii. A party's Maximum Available ICAP Position on a 
unit for an RPM Auction is equal to the minimum Daily Maximum Available ICAP for scich 
unit during the Deliveiy Year. 

i ~ ~ ~ i i ~ ~ ~ ~ i i ~ ~ ~ ~ i c r i I c ~ b 1 e ~ ~ ~ ~  Positiori ~ i ~ ~ i ~  = A4ri ( Dciilyndci,xAveiiIcrb IeICA P) 
A party's Daily Maximum Available ICAP is equal to Daily ICAP Owned ininus the Daily 
Unoffered ICAP minus Daily Cleared ICAP in RPM Auctions minus Daily FRR Capacity Plan 
Coixmitments. Daily Cleared UCAP in RPM ALictions is converted to Daily Cleared ICAP 
using a zero EFORd. 

- D~ii~l;xRCopcicifi,l(iii Coii?iiifliiiei?ls 

For the Third Incremerital Auction, a pai'ry's Miiiimum Available ICAP Position and Maximum 
Available ICAP Position for a unit will be equal to the party's Current Available ICAP Position 
for such unit. 

A party's Daily Unoffered ICAP for a specific unit is calculated by adding the sum of any 
Daily Unoffered ICAP for sLich unit in prior RPM Auctions to Daily Unoffered ICAP ainounts 
'transacted through a party's approved unit-specific bilateral sales/purchases. 

DcdyUiioferedICA P o ~ , R ~ ~ , ~ ~ ~  = (Dni(yUiiofferedlC,.1 Pj , l , r i~~r  , , , ,I~I' ,\~;II,~~~,~,.~ +(/rioffei"e~lC.~IPl~ilcile~ olSciles/Pii rclicises) 

For an Incremental Auction, a party's Daily Unoffered (CAP for generation resource is equal 
to the Minimum Available ICAP Position minus the Offered C A P  in the party's sell offer. 

Dciily Urio~er'ecIr~~~PG = iWi iiii 7 I iii iAvcdcibleICAP Pos it ion - OfleredICllP 
For an Incremental ALict,ioii, the party's Available ICAP Position for a specific demand 
resource is equal to the minimum Daily Available ICAP ,for such demand resource during the 
Delivery Year. 

Avciilc~bIeI~~~Positio 1 1 D c i i i d  ~ ~ c s o u l - c c  = A h (  D c i i 2 J ' i h i c r i l c i ~ l e ~ ~ ~ ~  

The Daily Available ICAP for a specific demand resocirce is equal the resource's Daily 
Nominaked DR Value - Daily llnofferecl ICAP - ((Daily RPM Resource Commilments/(DR 
Factor 'Forecasi: Pool Requirement)) - Daily FRR Capacity Plan Commitmentss. 

) - /1oi / i~/~/?R( '~~~/'I~iii~.'ii~iiiiii~iiiriii~ 
ik~i!~, /?PA / / ~ I I I I  CL' ( oiiiiiiiiiilciir\ 

i l I ~ l , i l L I I ~ I  Y i 7 T  
D N I ! I : . J I . N ~ / ~ I / I ~ ~ ~ ~ ~ . ~ / J I ~ ~ ~  = / ~~71 !1~A '~ i i 1 i i i i i i r ~ , , i  / ~ / ? l f ~ h i e  - / h / j ,  I fii& cd  :.I/' - ( 

A party's Daily Unofferecl ICAP for a specific demand resource is calccilatecl by acldiiig the 
sum of any Daily (Jnoffeered ICAP for such dernand i-esource in prior RPM Auctions. 
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For an Incremental Auction, a party's Daily Unoiferecl ICAP for a demand resource is eclcral 
to the Available ICAP Position for the demand resource minus the Offered ICAP in the 
party's sell offer. 

Dni~iUiio)~ei.c.clI~AP DR = ih,ailciDleIC~Posifio TI - Oflei-eclICA I' 

5.7.2 Timing of the ~ ~ c h . ~ ~ ~ n t ~ u  Auctions 
The First Incremental Auction is lield during the montli of September, twenty (20) months 
prior to tlie start of the Delivery Year 

I lie Second Incremental Auction is held during tlie niontli of July, ten ('IO) months prior lo 
the stai-t of the Delivery Year 

I he Third Incremental Auction is lield during the month of February, lliree (3) months prior 
to [he start of the Delivery Year. 

Increniental Auclions are conducted in accordance with the auction schedule posted on the 
PJM website 

- 

- 

e80k4rCe ~~~~~-~~~~~ Pa?jmeo?"es in ua3eh.e ental A~fctions 

Only tlie resource provider t1ia.t offered and cleared fewer MWs than its minimum MW 
specification in an RPM Auction would receive a resource make-whole payment. This 
situation occurs because of the minimum MW specification in the sell offer data. This can 
occur at most for one resource in each LDA and for a one resource in tlie unconstrained 
market region. 

The Resource Make-whole Payment is equal ,to the product o i  the Capacity Resource 
Clearing Price and the quantity difference between the sell offer's ininim~rrn MW 
specification and the cleared MW quantity in the Acrction. Make-whole payments required in 
the Auction will be charged io all cleared buy bids on pro-rata basis based on the MWs 
cleared in such auction. Only cleared resonrce-specific sell offers are eligible for make- 
whole payments in an Incremental Auction. 

Make-whole charges assessed Eo buy bids cleared by PJM will be assessed to LSEs in the 
LDA via t,he Final Zonal Capacity Price. 

~ ~ ~ ~ ~ , ~ j ~ n ~  of Costs in ~~~~e~~~~~~~ Aerctions 
The costs of the incremental commitments that are cleared in lncretnerital Auctions are 
allocated to resource providers that cleared B L I ~  Bids in that Increrneiital Auction loased on 
the cleared Buy Bid MW quantity and the clearing price and to LSEs by adjusting the Zonal 
Capacity Price. 

5.7.5 Auetiion Clearillg ~ ~ e c ~ ~ ~ l ~ ~ ~ ~  -. $ncr.emesalaU Auctions 
- 

I lie clearing of the Incrernen'lal Auctions is determinecl by tlie in,tersection of the supply 
curve and the demand curve. In the event the Sell Offers forming the supply curve clo not 
intersect with the BUY Bids forming the demand curve, one ofthe following will occur 

(1)  The clearing will be set along the demand cLwe by extencling tlie supply curve 
vertically upward fi.om its end point unit it intersects tile demand cuive, or 
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(2) The clearing will be set along the supply curve by extending the demand cwve 
vertically downwarcl froin its end point un'iil it intersects the supply w ive ,  or 

If no intersections occur as a result of the s~~pp ly  curve extension or the deinand curve 
extension, no capacity will be cleared in the Incremental Auction. The Incremental Auction 
clearing prices for each Buy Bid or Sell Offer cleared is determined by the same optimization 
algorithm used in tlie Base Residual Auction clearing. Tlie Resource Clearing Price within 
an LDA is equal to tlie sum of: 

Q 

a 

o 

o 

The inarginal value of system capacity and 

Annual Resource Price Adder, if any, and 

Extended Summer Price Adder, if any, and 
The Locatioiial Price Adder(s), if any relevant for such LDA. 

The Annual Resource Price Adder is applicable for Annual Resources only. The Extended 
Summer Price Adder is applicable for Annual Resources and Extended Suninier DE. 

The First, Second, and Third Incremental Auction clearing software is an optimization 
algorithm. The algorithm has the objective of minimizing the cost of committing capacity for 
the submitted Buy Bids given the Local-ional Constraints, Minimum Annual Resource 
Req u i re men t s , Mi n i mu in E:& nd ed Sum mer Re so LI rce Recl u ire me nts a nd s u bin ittecl s u p p I y 
offers. 

5.7.6 Posting sf ~ ~ ~ ~ ~ n - ~ ~ ~ , ~ ~ ~  Auction Results 
Tlie lncreinental Auction results are pasted to a participant's eRPM account and summary 
results are posted to a public portion of the PJM website. For any Incremental Auction, 
clearing results will not be posted until after 4. p.m. EPT on Friday of Auction Clearing week 

Participaiits may view the resolution of their sell offer in the Incremental Auction through 
eRPM. The results of their sell offer will be categorized as cleared, offered, unoffered, or 
make-whole. 

Incremental Auction purchases/sales are chargedlcredited montlily during the Delivery Year. 

5.8 Auction Clieasiaag Results 

5.8.'! Zona! Capacity Prices 
Zonal Capacity Prices for a Delivery Year are calculated following the Base Residual 
Auction for the Delivery Year and ai-e adjusted following each Incremental Auction for tlie 
Delivery Year. 

Preliminary Zonal Capacity Prices are calculated and posted following tlie Base ResiclLial 
Auction for each Delivery Year Tlie Preliininary Zonal Capaci'iy Price for each Zone is the 
s 1.1 in OF. 

( I )  The marginal value OF system capacity .for the PJM Region; 

(2) The Locational Price Adder, if any, for such zones in a constraiiieci Locational 
Deliverability Area (LDA); 
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(3) An adjustment, if any, to account for adders paid to Annual Resources and Extencled 
Summer DR in the LDA for which the zone is located (effective for the 2014/2015 Delivery 
Year); and 

(4) An adjustment in the Zone, if required, to account for any resource make-whole 
payineii'cs. 

Mal<e-wliole payinents are allocated t,o the entire obligation associated with the area in 
which the resource is cleared. If the resource clears in the unconstrained area, the m a l e  
whole payment is allocated to the entire RTO obligation. If the resource that is made whole 
clears in located in a constrained LDA, the make-whole payment is allocated to the entire 
obligation of the constrained LDA. 

The following are business rules that apply to the Preliininary Zonal Capacity Prices: 
o The Weighted Zonal Capacity Price ,for a Zone that includes iiiultiple non-overlapping 

LDAs is the weighted average of the Zonal Capacity Prices for such LDAs, weighted 
by the (Jnforced Capacity of ResoLirces Cleared (including Make whole MW) in each 
such LDA. If the Zone has a sinaller LDA within a larger LDA then the Weighted 
Zonal Capacity Price is calculated using the smaller LDA and the remaining portion 
of the larger LDA. 

The Locational Price Adder is an addition to the marginal value of unforced capacity 
within an LDA as necessary to reflect the price of resources required to relieve the 
applicable binding locational constraints. 

A Locational Price Adder shall no.& be a negative number. 

Q 

o 

Preliminary Zonal Capacity Prices for the Delivery Year are posted by PJM at the end of 
the Base Residual Auction clearing process. 

Zonal Capacity Prices for a Delivery Year are adjusted ,following each Incremental 
Auction for the Delivery Year. 

The Adjusted Zonal Capacity Prices for each Zone is the sum of: 

(I) The average marginal value of system capacity weighted by the Unforced 
Capacity cleared in all aLicfions previously condncted for the Delivery Year 
(excluding any Unforced Capacity cleared as replacement capacity); 

(2) The average Locational Price Adder, if any, weighted Iby the Unforced Capacity cleared 
in all auctions previously conducted .for the Delively Year (excluding any Unforced Capacity 
cleared as replacement Capacity); 

(3) An adjustment, il' any, to account for adders paid Co Annual Resources and Extended 
Suinmer DR for all auctions previoLisly conducted for the Deliveiy Year (excluding any 
Unforced Capacity cleared as rep1acemen.t capacity); and 

(4) An adjustment, i f  required, to account .for any resource make-whole payments for all 
auctions previously conducted for the Delivery Year (excluding any resource make-whole 
payments to be charged to the iouyers of replacement capacity) 

Q 

Aalg'essked Zonal Capacity Prices for the Delivery Year are posted following each 
liicremenlal Auction for that Deliveiy Year. 
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The Final Zonal Capacity Prices reflect 'die .Final price adjustinents that are necessary io 
account for potential decreases in RPiVl Auction Credits to existing demand resoLirces that 
were granted relief from Capacity Resource Deficiency Charges due 'io permanei4 
delsarture of load. 

The Final Zonal Capacity Prices are calculated such that the total amount of credit for CTR 
holders, Incremental CTR I-lolders, resources cleared for LSEs in  all RPM Auctions for a 
given Delivery Year, Qualifying Transmission Upgrades cleared in the Base Residual 
Auction, and by LSEs serving load that is coimimitted as price responsive demand for the 
Deliver?] Year equals to the total amount of Locational Reliability Charges assessed to 
loads. The Final Zonal Capacity Price is not iiet of the Final Zonal CTR Credit Rate. 

The Final Zonal Capacity Prices for the Delivery Year are posted by PJM following the 
Third liicremental Auction for that Delivery Year. 

5.8.3 CTR Credit 
The Base Zonal CTR Credit Kate ($/MW-day) is equal to the Economic Value of CTRs 
allocated to LSEs in a zone as a resu1.t of the Base Residual Aiiction divided by the Base 
Zonal UCAP Obligation. 

1 The Base Zonal CTR Credit Rate is posted with the Base Residual Auction results. 1 
The Final Zonal CTR Credit Rate ($/MW-day) is equal to the Economic Value ol' CTRs 
allocated to LSEs in a zone as a result of all RPM ALrCtioiis for tlie Delivery Year divided by 
the Final Zonal UCAP Obligation. 

Ti9e Final Zonal CTR Credit Rates are posted by PJM with the Third Iiicreinental Auction 
clearing resultss. 

5.2.4 CTR Settleanent Rates 
The CTR Settleinent Rate ($/MW-day) is equal "ro the tokd Econoinic Value of CTRs ($/day) 
allocated to LSEs in a zone for all LDAs in which tlie zone resides as a result of all RPM 
Auctions for a Deliveiy Year divided by the inaxiimum of tlie LDA CTR MWs allocated to 
LSEs iii a zone, 

- 

The CTR SeWement Rates are posted by PJM with the Third Inci-emental Auction 
results. 
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The Reliability Backstop provides a mechanism to resolve reliability criteria violations 
caused by 

0 

0 

Lack of sufficient capacity committed through the RPM Auctions or 

Near-term transmission deliverability violations identified after the Base Residual 
Auction is conducted 

The purpose of the Reliability Backstop is to guarantee that sufficient generation, 
transmission and demand response solutions will be available to preserve system reliability 
The Reliability Backstop mechanism is based on specific triggers that signal a need for a 
targeted solution to a reliability problem that was not resolved by the long-term commitment 
of Capacity Resources committed as a result of the RPM Auctions 

Details on the Reliability Backstop, including the triggering conditions and auction clearing 
procedures, can be found in Section 76 of Attachment DD ofthe Open Access 
Transmission Tariff. 
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~ ~ ~- _ _ _ _ _ _ ~  

Welcome to the Capacity Transfer Rights section of the PJM Manual for the Capacity 
Market In this section, you will find the following information. 

o The definition and purpose of Capacity Transfer Rights (see “Definition and Purpose 
of Capacity Transfer Rights”) 

The business rules for determining Capacity Transfer Rights (see “Determination of 
Capacity Transfer Rights” 

The business rules for allocation of Capacity Transfer Rights (see “Allocation of 
Capacity Transfer Rights”) 

The business rules for determining Capacity Transfer Right credits (see “Capacity 
Transfer Rights Credits”) 

The business rules for transferring Capacity Transfer Rights (see “Capacity Transfer 
Rights Transfer“) 

o 

o 

B 

o 

6.1 Definition and Purpose of Capacity Transfer Wights 
The purpose of Capacity Transfer Rights is to allocate the economic value of transmission 
import capability that exists into a constrained LDA to holders of Capacity Transfer Rights 
Therefore, Capacity Transfer Rights serve to offset a portion of the Locational Price Adder 
charged to load in constrained LDAs 

As explained in Sections 3 and 4 constrained Locational Deliverability Areas (LDAs) are 
modeled with their own VRR curves in the auction clearing process The transmission import 
capability limit into a constrained LDA would require clearing resources with higher offer 
prices in the LDA (but at less than the prices on the LDA VRR Curve) to achieve the highest 
possible reliability in the LDA. This process would typically result in a price separation with 
LDA clearing price being higher than the unconstrained RTO clearing price The Zonal 
Capacity Prices calculated in the constrained LDA would also be higher as they are a 
function of this higher clearing price LSE Locational Reliability Charge in a zone is the LSE 
unforced capacity obligation multiplied by the Zonal Capacity Price However, part of the 
LSE unforced capacity obligation is met by imported resources that receive auction credits 
at a lower price than the LDA clearing price The credit to account for these lower-priced 
imported resources is achieved by allocating Capacity Transfer Rights (CTRs) to LSEs 
CTRs would amount to dollar credits that would reduce the LSE load charges 

It is important to note that the LDA Reliability Requirement (based on the internal generation 
and CETO) used in the clearing process is typically higher than the unforced capacity 
obligation (based on coincident peak load) used for load charges and the CTR 
determination Since the concept of CTRs is to provide credit towards the portion of the 
obligation met by imported resources, CTRs are calculated as the difference between the 
zonal (LDA) unforced capacity obligation and the unforced capacity cleared in the zone 
(LDA) plus the Short-Term Resource Procurement Target The total CTRs are typically 
lower than the LDA import capability (CETL) while the CETL is fully utilized in meeting the 
LDA Reliability Requirement and calculating the LDA clearing price LSEs in the constrained 
LDA benefit when the CETL into the LDA is increased by transmission upgrades 
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A transmission upgrade may be funded by a New Service Customer (or, for facilities or 
upgrades in PJM queue prior to March 1, 2007 to an Interconnection customer) obligated to 
fund a transmission facility or upgrade through a rate or charge specific to such facility or 
upgrade In this case, the customer is allocated Incremental CTRs (Participant-Funded 
Project ICTRs) Alternately, a transmission upgrade may be offered as a Qualified 
Transmission Upgrade (QTU) in the Base Residual Auction A cleared QTU will receive 
auction credits 

Incremental Capacity Transfer Rights (ICTRs) associated with Regional Facilities and 
Necessary Lower Voltage Facilities that are Incremental Rights-Eligible Required 
Transmission Enhancements will be allocated to Responsible Customers to whom the costs 
of the Regional Facilities and Necessary Lower Voltage Facilities are assigned Effective 
with the 2013/2014 Delivery Year, ICTRs associated with Lower Voltage Facilities that are 
Incremental Rights-Eligible Required Transmission Enhancements will also be allocated to 
Responsible Customers to whom the costs of the Lower Voltage Facilities are assigned 
Incremental Rights-Eligible Required Transmission Enhancements are Regional Facilities 
and Necessary Lower Voltage Facilities or Lower Voltage Facilities (as defined in Scheduled 
12 of the Tariff) and meet one of the following criteria. (1) cost responsibility assigned to 
non-contiguous Zones that are not directly electrically connected, or (2) cost responsibility is 
assigned to Merchant Transmission Providers that are Responsible Customers 

In these cases the total CTRs are reduced to provide credits to these parties before 
distributing the CTRs to LSEs 

6.1.1 Capacity Transfer Rights 
The following are business rules that apply to Capacity Transfer Rights 

B Capacity Transfer Rights are applicable only for the Delivery Year for which they 
were defined 

Capacity Transfer Rights are specified to the nearest 0 1 MW 

The total amount of Capacity Transfer Rights that are allocated to LSEs in an LDA 
are equal to the amount of unforced capacity imported into such LDA based on the 
results of the Base Residual Auction and all Incremental Auctions for such Delivery 
Year less [the Participant-Funded ICTRs and Incremental Rights-Eligible Required 
Transmission Enhancements ICTRs that are allocated into the LDA for the Delivery 
Year less the amount of import capability increase into the LDA attributed to 
Qualifying Transmission Upgrades for the Delivery Year] Capacity Transfer Rights 
(CTRs) will be allocated in MWs for each modeled LDA in which the RPM Auctions 
for the Delivery Year resulted in a positive average weighted Locational Price Adder 
with respect to the immediate higher level LDA 

The economic value (in $/day) of Capacity Transfer Rights in an LDA as a result of 
all RPM Auctions for the Delivery Year is equal to (i) the average weighted 
Locational Price Adder for such LDA determined with respect to the immediate 
higher level LDA as a result of all RPM Auctions for such Delivery Year, multiplied by 
(ii) the MW quantity of CTRs allocated to LSEs in the LDA The total economic value 
(in $/day) of Capacity Transfer Rights to LSEs in a zone is the sum of the economic 
values of Capacity Rights in an LDA for all LDAs in which such zone resides 

o 

o 

B 
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6.1.2 Participant-Funded Project Incremental Capacity Transfer Rights 

Incremental Capacity Transfer Rights (ICTRs) are allocated to a New Service Customer (or, 
for facilities or upgrades in PJM queue prior to March 1, 2007 to an Interconnection 
customer) obligated to fund a transmission facility or upgrade through a rate or charge 
specific to such facility or upgrade, to the extent such upgrade or facility increases the 
import capability into an LDA. Such incremental Capacity Transfer Rights allocation is based 
on the incremental increase in import capability across a Locational Constraint that is 
caused by the transmission facility upgrade 

Incremental Capacity Transfer Rights will be effective for thirty years or the life of the facility 
or upgrade, whichever is less. Under conditions when the internal resources cleared in the 
LDA are high, the total amount of Capacity Transfer Rights is limited. The Incremental 
Capacity Transfer Rights will be limited to the total amount of Capacity Transfer Rights 

If a customer funds advancement of a network transmission upgrade, the customer will 
receive Incremental CTRs for the years the upgrade is advanced based on the incremental 
CETL into a constrained LDA as certified by PJM. The customer should request PJM to 
certify the Incremental CTRs due to an advancement of a network transmission upgrade at 
least 90 days prior to the Base Residual Auction. 

Participants must request PJM to certify the Incremental CTRs into the constrained LDAs 
modeled in RPM at least 90 days prior to the Base Residual Auction. PJM will certify the 
Incremental CTRs into the constrained LDA at least 45 days prior to the Base Residual 
Auction 

For LDAs in which the RPM Auctions for such Delivery Year result in a positive average 
weighted Locational Price Adder with respect to the immediate higher level LDA, the holder 
of a Participant-Funded ICTR into such LDA shall receive a payment equal to (i) average 
weighted Locational Price Adder for the LDA into which the associated facility or upgrade 
increased import capability, multiplied by (ii) MW amount of ICTRs allocated to holder. No 
payment will be issued to the holder when a zero or negative average weighted Locational 
Price Adder with respected to the immediate higher level LDA is calculated as a result of 
the RPM Auctions for such Delivery Year. 

Participant-Funded ICTRs may be traded similar to CTRs 

6.1.3 Incremental Capacity Transfer Rights Associa,ted with Incremental 
Wights-Eligible Required Transmission Enhancements 

Incremental Rights-Eligible Required Transmission Enhancements may include Regional 
es and Necessary Lower Voltage Facilities, and Lower Voltage Facilities. Regional 
es are Transmission Facilities as defined in section 1 27 of the Consolidated 

Transmission Owners Agreement (Rate Schedule FERC No. 42) that are included in 
pansion Plan (RTEP) and operate at or above 500 kV. Necessary 
re Transmission Facilities that operate below 500 kV and must be 
ed to support new Regional Facilities. Lower Voltage Facilities are 
t operate below 500 kV which are included in RTEP to address 

one or more reliability violations or to address operational adequacy and performance 
issues and are not Necessary Lower Voltage Facilities Responsible Customers, as defined 
in Schedule 12 of the Tariff, that are Network Customers, Transmission Customers with an 
agreement for Firm Point-to-Point Service, or Merchant Transmission Facility Owners, and 
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that are assigned cost responsibility for a Incremental Rights-Eligible Required Transmission 
Enhancement shall be allocated a share of the ICTRs associated with such facility in 
accordance with the percentage cost responsibility assigned to Responsible Customers for 
such facility as set forth in Schedule 12-Appendix to the Tariff. 

ICTRs associated with Regional Facilities and Necessary Lower Voltage Facilities are 
determined and allocated to Responsible Customers. Effective with the 20 13/2014 Delivery 
Year, ICTRs associated with Lower Voltage Facilities are also determined and allocated to 
Responsible Customers. The ICTRs (in MWs) associated with a given Incremental Rights- 
Eligible Required Transmission Enhancement are established by PJM prior to the conduct of 
the Base Residual Auction for the first Delivery Year for which such facility is to be in 
service. Once established, the ICTRs for such facility are available for allocation for 30 years 
or the life of the project, whichever is less 

PJM determines the increase in CETL into an applicable LDA as a result of a Incremental 
Rights-Eligible Transmission Enhancement planned for the Delivery Year. The increase in 
the CETL represents the ICTRs (in MWs) into the LDA provided by such planned facility. If 
such facility increases CETL. into multiple LDAs, PJM will calculate 'simultaneous' increases 
in CETL into the LDAs and determine a separate ICTR MW amount. for each LDA, equal to 
the respective increase in CETL into such LDA 

The allocation (in MWs) of a Delivery Year's ICTRs for the Incremental Rights-Eligible 
Required Transmission Enhancement to a Responsible Customer may change during the 
Delivery Year if the percentage cost responsibility assigned to the Responsible Customers 
for such facility as set forth in Schedule 12-Appendix to the Tariff changes during the 
Delivery Year 

During the Delivery Year, each Network Customer (LSE) within a zone will be allocated a 
share of the zone's ICTRs associated with Incremental Rights-Eligible Required 
Transmission Enhancements for such Delivery Year in proportion to the customer's share of 
the zonal NSPL. These allocations may change day to day as end-use customers change 
from LSE to LSE. 

ICTRs associated with Incremental Rights-Eligible Required Transmission Enhancements 
may be traded similar to CTRs. 

The economic value of Incremental Rights-Eligible Required Transmission Enhancement 
ICTRs may change from year to year and will become zero when a zero or negative average 
weighted Locational Price Adder with respect to the immediate higher level LDA is 
calculated as a result of RPM Auctions for such Delivery Year 

The economic value (in $/day) of Incremental Rights-Eligible Required Transmission 
Enhancement ICTRs in an LDA as a result of all RPM Auctions for the Delivery Year is 
equal to (i) the average weighted Locational Price Adder for such LDA determined with 
respect to the immediate higher level LDA as a result of all RPM Auctions for such Delivery 
Year, multiplied by (ii) the MW quantity of Regional Project ICTRs in an LDA allocated to 
Responsible Customers 
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ination of @a 
For LDAs in which a positive average weighted Location Price Adder with respect to the 
immediate higher level LDA is calculated as a result of all RPM Auctions for the Delivery 
Year, the total amount of Capacity Transfer Rights in such LDA are equal to the Final 
Unforced Capacity Imported into such LDA as a result of all RPM Auctions for the Delivery 
Year. The Total CTRs into a constrained LDA are reduced by (1) an equivalent QTlJ import 
capability cleared, (2) Participant-Funded Project ICTRs, and (3) Incremental Rights-Eligible 
Required Transmission Enhancement ICTRs, and the remaining CTRs are allocated to the 
LSEs in the LDA (Zone). ICTRs may be reduced if the Total CTRs calculated for a 
constrained LDA are limited in any Delivery Year. If the total CTRs are limited, they will be 
reduced first to provide credits to a cleared QTU. The remaining CTRs will be allocated to 
Generation or Transmission Interconnection Customers and to Responsible Customers pro 
rata based on their original ICTR allocations. 

LYEChpcic ily Fciii.?fei.XigIif.r I I)..! = F i i d  Ul$vm iK21pcic ity III porte cl LM - e qiiiwile i itQRJc1ecii-e d - ICTar 
Where: 

The Final Unforced Capacity Imported into an LDA is equal to the Final Unforced Capacity 
Obligation for such LDA as a result of all RPM Auctions for such Delivery Year less the net 
participant buy bid/sell offers cleared in the LDA for all RPM Auctions for such Delivery Year. 

o The Final LDA Unforced Capacity Obligation is equal to the sum of the Final Zonal 
Unforced Capacity Obligations for the zones in the LDA. 

An equivalent QTU import capability cleared into an LDA is determined as the QTU BRA 
Auction Credits ($/day) received by the cleared QTU into an LDA divided by the weighted 
locational price adder of such LDA with respect to the immediate higher level LDA. 

If the LDA into which the Incremental Capacity Transfer Rights are allocated or the import 
capability is increased by a Qualifying Transmission Upgrade is a part of a zone (e.g., DPL 
South or PS North), the calculations will be made based on the zone instead of the LDA 
using a Weighted Locational Price Adder for the zone with respect to the immediate higher 
level LDA to determine an equivalent Incremental Capacity Transfer Rights into the zone or 
an equivalent import capability into the zone in the case of a Qualifying Transmission 
Upgrade. 

!location of C 
The allocation of the total Capacity Transfer Rights in an LDA is performed on a pro-rata 
basis for each LSE based on the Daily Unforced Capacity Obligation that they serve in 
zones included in the constrained LDA The allocated CTRs in an LDA will be reallocated to 
LSEs on a daily basis as load switches between retail suppliers within each zone 

When a Zone and its sub-zones are constrained LDAs, CTR calculations are performed on 
a Zonal basis 

When an LDA is entirely contained within another LDA (e g , a Zone is a smaller LDA within 
a Group of Zones which is a larger LDA), a portion of the larger LDA Capacity Transfer 
Rights will be allocated to the smaller LDA, based on the smaller LDAs proportion of the 
larger LDA's unforced capacity obligation. 
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~ .- ..-._________ 

LSEs that were allocated CTRs in a zone will receive a daily zonal CTR Credit as described 
in the Settlements section of this Manual 

Participants that were allocated Incremental CTRs into an LDA will receive a daily 
Incremental CTR Credit equal to the total Incremental CTRs allocated times the Final 
Incremental CTR Credit Rate for such LDA 

The Final Incremental CTR Credit Rate for an LDA is equal to the LDA's weighted 
Locational Price Adder with respect to the immediate higher level LDA as a result of all RPM 
Auctions for such Delivery Year 

acity Transfer Wi hts Transfers 
RPM Market Participants will have the ability to request CTR or ICTR Transfers by notifying 
PJM The purpose of a CTR Transfer is to transfer the ownership of a specified amount of 
CTR MWs in a given zone from the Seller to the Buyer 

The following are business rules that apply to Capacity Transfer Rights Transfers. 

CTR Transfer requests must specify the buyer, seller, start and end dates of the 
transfer, the transfer amount (in MW), and the zone from which to transfer the CTRs 

CTR Transfers will result in the "Buyer" receiving the credit that would have been due 
to the "Seller" of the CTRs. 

The smallest increment of CTRs that may be transferred is 0 1 MW 

Both the Buyer and the Seller of a CTR Transfer Transaction must submit the CTR 
Transfer request to PJM before the following daily accounting deadlines (all times in 
Eastern Prevailing Time) 

o 1 00 PM (Tuesday - Friday) for transactions beginning on the previous day 

o 5 00 PM (Monday) for transactions beginning on Friday, Saturday, and Sunday 

o 5 00 PM (a day after the holiday) for transactions beginning on a holiday 

o 

0 

0 
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Welcome to the Load Obligations section of the PJM Manual for the PLJM Capacity Market 
In this section, you will find the following information 

D 

o 

An overview description of Load Obligations (see "Overview of Load Obligations") 

The business rules for determining Unforced Capacity Obligations (see "Unforced 
Capacity Obligations") 

The business rules for determining RPM Scaling Factors (see "RPM Scaling 
Factors") 

The business rules for deterrnining Obligation Peak Load values (see "Obligation 
Peak Load") 

The process for determining load obligations (see "Process for Determining Load 
0 bl ig a t io ns" ) 

The business rules for the treatment of Non-Zone Load (see "Nan-Zone Load) 

o 

0 

o 

B 

Overview of Load ObBigaltions 
In the Reliability Pricing Model, Unforced Capacity is the basis for the market product that is 
cleared in each auction Unforced Capacity (UCAP) is installed capacity rated at summer 
conditions that is not, on average, experiencing a forced outage or forced de-rating. While 
unforced capacity (UCAP) is the basis for the valuation of generating capacity, in RPM, this 
concept is also used to value load management (Demand Resources (DR) and Interruptible 
Load for Reliability (ILR)), Energy Efficiency, Reliability Requirements of RTO and LDAs, 
and to define load obligations of Load Serving Entities. Load obligations are obligations to 
serve load or obligations to reduce load during the Delivery Year valued as unforced 
capacity 

Load Obligations are based on the Unforced Capacity Obligation procured in Base Residual 
Auction and all the Incremental Auctions. 

7.2 Unforced car 
7.2.1 Determination of Unforced Capacity Obligations 

Unforced Capacity Obligations are obligations for load to be served during the delivery year 
in unforced capacity terms. However, since RPM auction participants are not bidding in the 
demand for UCAP in the RPM process, the reliability requirement is forecasted on an 
aggregate basis prior to the clearing of the RPM Auctions as an input into the clearing 
process. 

In the Reliability Pricing Model, unforced capacity obligations are determined for the RTO 
and Zones as a result of the Base Residual Auction and all Incremental Auctions 

The following parameters, discussed in detail below, are values used in the determination of 
Unforced Capacity Obligations" 

o Peak Load Forecasts 
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Forecast Pool Requirement (FPR) 

7.2.2 Base Unforced Capacity Obligations 

A Base RTO Unforced Capacity Obligation is determined after the clearing of the Base 
Residual Auction and is posted with the Base Residual Auction results The Base RTO 
Unforced Capacity Obligation is equal to the sum of the unforced capacity obligation 
satisfied through the Base Residual Auction plus the RTO Short-Term Resource 
Procurement Target 

Btr.reRTOlJi~f~)rc~t~(~~~i~~t~ci~~( .~I) l igat ioi i  = U i ~ f ~ ~ i ~ c ~ ~ l ( ~ ~ ~ ~ ~ ~ ~ i c i ~ ~ ~ ~ ~ l ~ l i ~ ~ t i i i ~ ~ i i ~ ~ ~ ~ ~ ~  I 
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RTO Unforced Capacity Obligation satisfied in Base Residual Auction is used to determine 
the Base Zonal RPM Scaling Factors for use in determining Base Zonal Unforced Capacity 
Obligation 

Base Zonal..Unforced Capacitv,Obliqation 

Zonal Unforced Capacity Obligations are determined based on an allocation of the RTO 
Unforced Capacity Obligation based on zonal peak load forecasts and zonal Short Term 
Resource Procurement Targets. As a result of the RPM Auction clearing process, additional 
resources above those required to meet the IRM may be procured and allocated to the 
zones. Since resource requirements in the constrained zones may be higher than those 
required based on IRM (FPR) these requirements affect the clearing price in the zones but 
not the allocation of RTO obligations to zones. 

A Base Zonal Unforced Capacity Obligation is determined for each zone and is equal to the 
(Zonal Weather Normalized Summer Peak for the summer four years prior to the Delivery 
Year* Base Zonal RPM Scaling Factor * the Forecast Pool Requirement) + Zonal Short 
Term Resource Procurement Target. 
I~ i r s~%or i r r l~ t r~~Obl ; ,~ i i / i o r i  = ( ~ ~ ~ i i i / l ~ \ ' o i ~ i i i ~ i l ~ ~ ~ ~ / , S i i i i i ~ ~ ~ ~ ~  I ' d  - 4) I x ~ ~ I ~ L . Z ~ I I ~ I ~ R P , ~ ~ . ~ ~ ~ I / ~ I ~ ~ ~ ~ ~ I ~ ~ ~ ~ I ~  x /. PR ) I 
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Base Zonal Unforced Capacity Obligations are posted with the Base Residual Auction I clearina results. I 
7.2.3 Final Zonal Unforced Capacity Obligations 

The Final RTO Unforced Capacity Obligation is determined after the clearing of the final 
Incremental Auction for the Delivery Year The Final RTO Unforced Capacity Obligation is 
equal to the RTO unforced capacity obligations Satisfied through all RPM Auctions for the 
Delivery Year The RTO unforced capacity obligation through all RPM Auctions is equal to 
the total MWs cleared in PJM Buy Bids in RPM Auctions less the total MWs cleared in PJM 
Sell Offers in RPM Auctions. 

F'iiitilRTO (Ji~f~)i.ce~ICItI]~OI)lig(ifiC)ii = Siii i iofPJI\IfBii~iBi~i~f~~s~leti i .et~ - S i i i i i t Z f P . ~ ~ ~ ~ e l l ~ ? ~ i . ~  Cletired 

The Final Zonal Unforced Capacity Obligation is determined for each zone and is equal to 
zonal allocation of the Final RTO Unforced Capacity Obligation The Final RTO Unforced 
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The Final Zonal Unforced Capacity Obligations are posted after the clearing of the final 
Incremental Auction for the Delivery Year. 

9.3 ZQi’Ml SCdip.8 
RPM Zonal Scaling Factors are calculated as a result of RPM Auctions and are constant for 
the Delivery Year The following RPM Zonal Scaling Factors are determined 

o Base Zonal Scaling Factors - determined for each zone after the clearing of the 
Base Residual Auction 

Final Zonal Scaling Factors -determined for each zone two weeks after the final 
Incremental Auction 

These scaling factors account for (1) load growth from a prior-year summer to the Delivery 
Year, (2) any excess resources procured above those required to exactly meet the FPR 
requirements 

The following parameters are values used in the determination of RPM Zonal Scaling 
Factors 

0 

o 

a Forecast Pool Requirement (FPR) 
0 

RTO \Jnfarced Capacity Obligation (Base & Final) 

Zonal Peak Load Forecasts (Preliminary & Final) 

Zonal Weather Normalized Summer Peaks 

The purpose of RPM Zonal Scaling Factors is to determine the LSE Daily UCAP Obligations 
in the zones from the Daily Obligation Peak Loads 

7.3.1 Zonal Weather Normalized Slammer Peaks 

To account for the load growth from a prior-year summer to each Delivery Year, PJM 
determines Zonal Weather Normalized Summer Peaks by October 31 prior to the start of the 
Delivery Year The Zonal Weather Normalized SLiinmer Peaks are calculated in accordance 
with the Load Data Systems Manual (M-19) 

The RTO Weather Normalized Summer Peak is the sum of the Zonal Weather Normalized 
Coincident Summer Peaks 

The Electric Distribution Company (EDC) is responsible for allocating the Zonal Weather 
Normalized Summer Peak for the surnmer prior to the Delivery Year and providing ta PJM 
an Obligation Peak Load allocation for each eRPM defined “area” within their zone by 
December 31 prior to the start of the Delivery Year See Reliability Assurance Agreement 
Schedule 8, Secfion A for the limitations in the netting of Non-Retail Behind the Meter 
Generation 

PJM 0 2013 
Revision 18, Effective Date. 03/28/2013 

100 



KPSC, Case No 201 3-00 144 
KIUC's First Set of Data Requests 
Received May 10,2013 
Item No 20 
Attachment 1 
Page 110 of 194 

Manual 18 PJM Caoacitv Market 
.... ~ 

Section 7 Load Qbligatians 

'9.3.2 Base Zonal RPM Scaling Factor 

A Base Zonal RPM Scaling Factor is determined for each zone and is equal to the 
[(Preliminary Zonal Peak Load Forecast for the Delivery Year divided by the Zonal Weather 
Normalized Summer Peak for the summer four years prior to the Delivery Year")" ((RTO 
Unforced Capacity Obligation Satisfied in Base Residual Auction divided by the (RTO 
Preliminary Peak Load Forecast " the Forecast Pool Requirement))]. Zonal peak load is 
adjusted for peak loads of zone/areas that elected FRR option. 

b a s e  Zonal RPM Scalincr Factors are gosted with the Base Residual Auction results. 

7.3.3 Final Zonal RPM Scaling Factor 

The Final Zonal RPM Scaling Factors are used in determining an LSE's Daily Unforced 
Capacity Obligation. A Final Zonal RPM Scaling Factor for a zone is equal to the Final Zonal 
Unforced Capacity Obligation divided by (FPR times the Zonal Weather Normalized Peak for 
the summer prior to the Delivery Year). 

Obligation Peak Load is the peak load value on which LSEs' Unforced Capacity Obligations 
are based Each PJM Electric Distribution Company (EDC) is responsible for allocating its 
normalized previous summer's peak to each customer in the zone (both retail and 
wholesale) The process used by the EDC to determine these Peak Load Contributions is 
based on rules negotiated with its regulators LSE Obligation Peak Load represents the 
summation of Peak Load Contributions for each of an LSE's customers 

The Obligation Peak Load allocation for a zone is constant and effective for the 
entire Delivery Year 

The EDC is also responsible for allocating the Obligation Peak Load for a zone/area 
among end-use customers by calculating Peak Load Contributions (i e., "capacity 
tickets") for each end-use customer by December 31 prior to the start of the Delivery 
Year 

The EDC must make Peak Load Contribution information available to LSEs by 
December 31 prior to the start of the Delivery Year 

o 

o 

o 

'O For the 2007/2008-2010/2011 Delivery Years, the Zanal Weather Normalized Summer Peak far the summer 
2006 will be used to establish Base Zonal RPM Scaling Factors 
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;etiQPaS 

The EDC is responsible for uploading Obligation Peak Load data into eRPM for every LSE 
serving load in their zone/area during the Delivery Year. The file upload must be performed 
in accordance with eRPM's file format specifications and by the file upload deadline (36 
hours before the start of the operating day). 

The daily sum of all the LSEs' Obligation Peak Load data in a zonelarea must equal 
the EDC's Obligation Peak Load allocation to the zone/area. 

A Daily Obligation Peak Load Scaling Factor will be used to scale the uploaded LSE 
Obligation Peak Load values to the fixed Obligation Peak Load Allocation of the 
zone/area in the event that the Obligation Peak Load values uploaded by the EDC 
do not exactly sum to the Annual Obligation Peak Load Allocation for the zone/area 

The daily sum of the Obligation Peak Load data for all areas in a zone must equal 
the Zonal Weather Normalized Summer Peak for the summer prior to the Delivery 
Year. 

The Daily Unforced Capacity Obligation of an LSE in a zone/area equals the LSE's 
Obligation Peak Load in the zone/area *the Final Zonal RPM Scaling Factor * the 
Forecast Pool Requirement. 

~ c ~ i ~ ~ : U i ~ f i ~ i ~ ~ e c l ~ c ~ ~ ~ ~ l ~ l i ~ c i i i o ~ i  = Obligciiioii PeciIcLocicl x I% ic11Zoi r c i l ~ ~ ~ ~ ~ ~ t l i r i ~ I i ( ~ i ( ~ i .  x FPR 

e During the Delivery Year, the Daily Unforced Capacity Obligation of an LSE is locked 
36 hours before the start of the operating day 

etermining koa 
The process that was described in the previous sections is illustrated below 

Exhibif 3 Process for determining Load Obligations 
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one Loa 
Non-Zone Load is the load that is located outside of the PJM Region served by a PJM Load 
Serving Entity using PJM internal resources. Non-Zone Load is included in the load of the 
Zone from which the load is served. 

The following are business rules that apply to Treatment of Non-Zone Load. 
a Non-Zone Load may be Non-Zone Network Load (Tariff 1 27B) that is charged a 

Network Integration Transmission Service (NITS) charge (Tariff Attachment H-A) or 
other load that may be 'grandfathered' from the NITS charge. 

PJM forecasts the Preliminary Non-Zone Load for the RPM Delivery Year and 
includes it in the Preliminary RTO Forecast Peak Load and the Preliminary Zonal 
Forecast Peak Load of the Zone from which the Non-Zone Load is served, by 
February 1 prior to the Base Residual Auction 

Non-Zone Load cannot be served in a Delivery Year using resources committed to 
RPM if it is not included in the Preliminary RPO Forecast Peak Load and the 
Preliminary Zonal Forecast Peak Load prior to the RPM Base Residual Auction for 
the Delivery Year. 

PJM forecasts the final Non-Zone Load for the RPM Delivery Year and includes it in 
the Final RTO Forecast Peak Load and the Final Zonal Forecast Peak Load that is 
posted by January prior to the Final Incremental Auction. 

EDC that is responsible to determine the Obligation Peak Loads for the Zone will 
also establish the Obligation Peak Load associated with the Non-Zone Load by 
December 3 1 prior to the start of the Delivery Year. 

Non-Zone load will be modeled as a defined "area" in the zone from which it is 
served in the eRPM system. 

The LSE serving the Non-Zone Load will be assessed a Daily Unforced Capacity Obligation 
and will be responsible to pay an RPM Locational Reliability Charge. 

0 

o 

D 

0 

0 
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Welcome to the Resoiirce Performance Assessments section of the PJM Manual for the 
PJM Capacity Market In this section, you will find the following information 

a An overview description of the resource performance assessments (see "Overview of 
Resource Performance Assessments") 

The business rules for determining RPM commitment compliance (see "RPM 
Commitment Compliance") 

The business rules for determining generating imit peak-hour availability (see 
"Generating Unit Peak-Hour Availability") 

The business rules for determining load management event compliance (see "Load 
Management Event Compliance") 

The business rules for determining load management test compliance (see "Load 
Management Test Compliance" 

The business rules for replacement resources ("see "Replacement Resources") 

o 

o 

a 

a 

8.1 Overview ~d rce ~ @ ~ ~ Q ~ m ~  ce Assessme 
The PJM Capacity Market is designed to ensure that capacity market prices are consistent 
with systern reliability metrics All LSEs must satisfy their capacity obligation either through 
the RPM or through the FRR Alternative If a resource receives capacity payments, or in the 
case of FRR Alternative, is committed to directly satisfy load obligation requirements, there 
is an expectation that the resource will honor their commitments and provide reliability 
services when required The following performance assessments provide the means to 
assess whether or not a resource honored their comrnitrnents and provided the expected 
reliability services during the Delivery Year 

o RPM Commitment Compliance 

e 

e Summer/Winter Capability Testing 

D 

o Load Management Compliance 

o Load Management Test Compliance 
o 

Generating Unit Peak-Hour Period Availability 

Peak Season Maintenance (PSM) Compliance 

Measurement & Verification (M &V) Audit (see Manual 18-B) 

Collectively, the performance assessments provide consumers, who have paid for a high 
level of reliability through their capacity market payments, with reasonable assurance that 
the resources committed to RPM or FRR Alternative will perform at adequate levels during 
the Delivery Year Since failure to perform in a performance assessment results in 
deficiency or penalty charges, resource providers are incented to ensure that their 
committed resources perform during the Delivery Year in order to limit their exposure to 
deficiency or penalty charges 
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A resource will have an RPM Resource Commitment if the resource cleared or received 
make-whole payments through an RPM Auction or if the unit was specified as a 
replacement resource. A resource will have an FRR Capacity Plan commitment if the unit 
was included in an FRR Capacity Plan Portions of the resource that do not have an RPM 
Resource Commitment or FRR Capacity Plan Commitment during the Delivery Year are not 
subject to resource performance assessments and the associated deficiency/penalty 
charges 

The performance assessments are not applicable to all types of resources committed to 
RPM or FRR Alternative The following matrix provides an overview of the applicability of 
resource performance assessments 

Assessment 
. 

RPM Commitment 
Com pliance 

Peak-Hour Period 
Availability 

SummeriWinter 
Capability Testing 

PSM Compliance 

Load Management 
Event Compliance 

Load Management Test 
Com pl ia n ce 

M&V Audit 

X 

x 

X 

X 

Wind & 
Solar 

Hydro Generation DR 
- .  

X 

X 

ent Compliance 
A resource committed to RPM is expected to be able to deliver unforced capacity during the 
Delivery Year that is equal to or greater than the unforced capacity committed through RPM 
Auctions or through the specification of replacement capacity RPM Commitment 
Compliance is evaluated daily during the Delivery year on a resource-specific basis to 
determine if a party satisfied their Daily RPM Resource Commitments on their generation 
resources, demand resources, and Qualifying Transmission Upgrades (QTUs) 
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~ - . -~ 

A resource or portion of a resource committed to the FRR Alternative is not subject to RPM 
Commitment Compliance Instead of unit-specific commitment compliance, FRR Entities are 
subject to daily unforced capacity obligation compliance 

8.2.1 Generation 

A generation resource provider may be unable to satisfy their RPM Resource Commitments 
during the Delivery Year due to the following reasons. 

0 Unit cancellations and delays - A planned generation is cancelled or delayed and 
does not commence Interconnection Service prior to the start of the Delivery Year 

Unit deratings and retirements - The generation resource is derated (through a 
Capacity Modification decrease) prior to or during the Delivery year. (Retirements 
result in derating the installed capacity value of a unit to zero MWs through a 
Capacity Modification decrease in the eRPM system) 

EFORd increases -The final Effective EFORd for a generation resource during the 
Delivery Year is greater than the Sell Offer EFORds submitted in cleared offers in 
RPM Auctions for the Delivery Year. 

0 

o 

During the Delivery Year, failure to meet generation resource commitments will be 
determined by comparing a party’s Daily RPM Generation Resource Position to their Daily 
RPM Resource Commitments for such resource. If a party’s Daily RPM Generation 
Resource Position is less than their Daily RPM Resource Commitments for such resource 
on a delivery day, a Daily Capacity Resource Deficiency Charge will be assessed on the 
RPM Commitment Shortage 

A party’s Daily RPM Generation Resource Position for a specific unit is equal to the (Daily 
ICAP Owned - Daily FRR Capacity Plan Commitments - Daily Unoffered ICAP)*(l-Effective 
EFORd). 

A party’s Daily RPM Resource Commitments for a specific generating unit are calculated by 
adding the sum of any UCAP Cleared plus UCAP Make-whole for such unit in RPM Auctions 
to decreases/increases of RPM Commitments due to approved unit-specific bilateral 
sales/purchases of cleared capacity and the specification of replacement resources. 

A party’s Daily RPM Commitment Shortage for a specific unit is calculated as Daily RPM 
Resource Commitments minus Daily RPM Generation Resource Position. A positive Daily 
RPM Commitment Shortage represents a failure to meet the RPM resource commitments. 

Dcii!i RI’A I Re.solircel’o s / i [ ~ i i [ j ~ , , i ~ ~ ~ , , , ~ , ~  = (/.3cl//I’l~.:.~PChiii~~~ -1hiIi. l ~ ~ ? l ? ~ ~ ~ ~ ~ l ’ l i i ~ ~ ~ ~ ~ i ~ ~ i i i ~ i ~ ~ e ~ ~ / . s  - D(ii1v Lhf i re i l  l(:.IP) x (1 - ~ $ f i ~ / i i ~ e l ~ l ~ ~ l l ? d )  
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8.2.2 Demand Resources: 

A demand resource provider may be unable to satisfy their RPM Resource Commitments 
during the Delivery Year due to the following reasons“ 

Load management: program cancellation or delay- The load management 
program(s) associated with the planned demand resource is cancelled or delayed 
and is nat installed prior to the start of the Delivery Year. 

Decrease in nominated value of demand resource - The final nominated value of the 
demand resource during the Delivery Year is less than the nominated value of the 

E) 

o 
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demand resource used in cleared offers in RPM Auctions for the Delivery Year due 
to a decrease in the peak load contributions (Le., capacity tickets) of end-use 
customers providing the actual load response. 

Failure to have enough sites registered and approved in the eLRS system prior to 
the start of the Delivery Year to support the nominated value of the demand resource 
committed for such Delivery Year Effective with the 2014/2015 DY, the sites 
registered and approved in the eLRS must be the same resource product type 
(limited, extended summer, or annual) as the demand resource committed 

Decrease in the DR Factor or Forecast Pool Requirement - The final UCAP value of 
the demand resource during the Delivery Year is less than the UCAP value 
committed in the auction due to the final DR Factor or final FPR for the Delivery Year 
being less than the DR Factor or FPR that was used in RPM Auction for which the 
demand resource cleared. 

0 

0 

During the Delivery Year, failure to meet demand resource commitments will be determined 
by comparing a party’s Daily RPM Demand Resource Position to their Daily RPM Resource 
Commitments for such resource. If a party’s Daily RPM Demand Resource Position is less 
than their Daily RPM Resource Commitments for such resource on a delivery day, a Daily 
Capacity Resource Deficiency Charge will be assessed on the RPM Commitment Shortage 

A party’s Daily RPM Demand Resource Position for a specific demand resource is equal to 
the (Daily Nominated DR Value - Daily FRR Capacity Plan Commitments - Daily Unoffered 
ICAP) * DR Factor * Forecast Pool Requirement. 

A party’s Daily RPM Resource Commitments for a specific demand resource are calculated 
by adding the sum of any UCAP Cleared plus UCAP Make-whole for such demand resource 
in RPM Auctions to decreasedincrease of RPM Resource Commitments due to the 
specification of replacement resources. 

A party’s Daily RPM Commitment Shortage for a specific demand resource is calculated as 
Daily RPM Resource Commitments minus Daily RPM Demand Resource Position A 
positive Daily RPM Commitment Shortage represents a failure to meet the RPM resource 
commitments. 

Existing demand resources that offered and cleared in Base Residual Auction, First 
Incremental Auction, or Second Incremental Auction can receive relief from deficiency 
charges if they failed to meet their RPM Resource Commitments due to a decrease in Peak 
Load Contributions (Le., “capacity ticket(s)”) that were due to the permanent departure of 
load from the transmission system (e.g , plant closure, efficiency gains, or similar reasons) 
that was relied upon for load response. The resotjrce provider of the existing Demand 
Resource must provide PJM with all information deemed necessary by PJM to assess the 
merits of the request for relief. 

Request for relief from deficiency charges must be made no later than two weeks in 
advance of the opening of the of the Third Incremental Auction Failure to maintain Demand 
Resources will not permit relief. If relief from deficiency charges is granted, the resource 
provider will receive a reduction in their RPM Auction Credits and a reduction in their RPM 
Resource Commitments. Any reduction in Auction Credits is factored into the calculation of 
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the Final Zonal Capacity Price There is no relief from deficiency charges for existing 
Demand Resources that offered and cleared in a Third Incremental Auction 

8.2.3 Energy Efficiency Resources: 

An EE resource provider may be unable to satisfy their RPM Resource Commitments during 
the Delivery Year due to the following reasons. 

0 Energy efficiency installation cancellation or delay- The energy efficiency 
installation(s) associated with the planned EE Resource is cancelled or delayed and 
is not installed prior to the start of the Delivery Year. 

Decrease in nominated value of EE Resource - The final nominated value of the 
energy efficiency resource during the Delivery Year is less than the nominated value 
of the energy efficiency resoiirce used in cleared offers in RPM Auctions for the 
Delivery Year due to a change in number of planned installations associated with the 
planned EE Resource, change in EDC loss factor, or change due to post-installation 
measurement and verification activities, or reduction in nominated value due to 
failure to meet the precision standard requirement for measurement and verification 
activities in accordance with the PJM Manual for Energy Efficiency Measurement & 
Verification I 

During the Delivery Year, failure to meet EE Resource commitments will be determined by 
comparing a party's Daily RPM EE Resource Position to their Daily RPM Resource 
Commitments for such resource. If a party's Daily RPM EE Resource Position is less than 
their Daily RPM Resource Commitments for such resource on a delivery day, a Daily 
Capacity Resource Deficiency Charge will be assessed on the RPM Commitment Shortage 

A party's Daily RPM EE Resource Position for a specific EE resource is equal to the (Daily 
Nominated EE Value -. Daily FRR Capacity Plan Commitments - Daily Unoffered ICAP) * 
DR Factor * Forecast Pool Requirement) 

A party's Daily RPM Resource Commitments for a specific EE resource are calculated by 
adding the sum of any UCAP Cleared plus UCAP Make-whole for such EE resoiirce in RPM 
Auctions to decreases/increases of RPM Resource Commitments due to the specification of 
replacement resources. 

A party's Daily RPM Commitment Shortage for a specific EE resource is calculated as Daily 
RPM Resource Commitments minus Daily RPM EE Resource Position. A positive Daily 
RPM Commitment Shortage represents a failure to meet the RPM resource commitments. 

o 
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8.2.4 Qualifying Transmission Upgrade (QTU): 

A provider of a Qualifying Transmission Upgrade rnay be unable to satisfy their RPM 
Resource Commitments during the Delivery Year due to the following reasons 

0 Upgrade cancellations and delays- A qualifying transmission upgrade is cancelled or 
delayed and does not commence Interconnection Service prior to the start of the 
Delivery Year 
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During the Delivery Year, failure to rneet qualifying transmission upgrade commitments will 
be determined by comparing a party's Daily RPM QTU Position to their Daily RPM Resource 
Comrnitments for such upgrade. If a party's Daily RPM QTU Position is less than their Daily 
RPM Resource Commitments for such upgrade on a delivery day, a Transmission Upgrade 
Delay Penalty will be assessed on the RPM Commitment Shortage. 

A party's Daily RPM QTU Position for a Qualifying Transmission Upgrade is equal to the 
approved incremental import capability value into the Sink LDA from a Source LDA for such 
upgrade. 

A party's Daily RPM Resource Commitments for a specific Qualifying Transmission Upgrade 
are calculated by adding the sum of any UCAP Cleared plus UCAP Make whole for such 
qualifying transmission upgrade in RPM Auctions to decreases of RPM Resource 
Commitments due to the specification of replacement resources 

A party's Daily RPM Commitment Shortage for a Qualifying Transmission Upgrade is 
calculated as Daily RPM Resource Commitments minus Daily RPM QTU Position. A 
positive Daily RPM Commitment Shortage represents a failure to meet the RPM resource 
commitments. 
/.)<~~/1~/?f',\ / ( ~ ( ~ i ~ ~ ~ t ~ / / i ~ ~ ~ t l i ~ ~ / ~ o ~  ICISCC>I I I = I.)cIA~RPI\ / RC sOlN .Cd  'c>lllllli/lilCtl/.Y - Dc/I(IWI\  /QT~JI'US///OII 

Since the RPM Resource Commitments or FRR Capacity Plan Comrnitments on a unit can 
vary daily during the delivery year, a Total Unit ICAP Commitment Amount is calculated for 
each unit and used as the basis for assessing the performance of a unit for peak-hour 
period availability, summerlwinter capability tests, and PSM compliance 

Since replacement resources can be specified anytime during the Delivery Year, the Total 
Unit ICAP Commitment Amount is not finalized until after the conclusion of the Delivery 
Year. 

The Total Unit ICAP Commitment Amount on a specific unit is equal to the lesser of (a) the 
Unit Average Daily ICAP Commitment Amount for the Delivery Year or (b) maximum 
Summer Net Dependable Rating of the Unit during the Delivery Year. 

TolNllJiiit/C;iPC~iiIiiiifiiie17/ = LessoS~IJi~it/.l~)yDcii~lCjIPCoiiiiiii/iiiei7/, M a s ( S i i i n i i ? e i . N e l L ~ ~ ~ ~ e i i ~ ~ ~ i l ~ l ~ ~ R ~ ( i ~ i i ~ ~  >> 
The Unit Average Daily ICAP Commitment Amount on a specific unit for the Delivery Year is 
equal to the (sum of all Daily RPM Resource Commitments on such unit for the Delivery 
Year divided by one minus the Effective EFORd plus the sum of all Daily FRR Capacity Plan 
Commitments on such unit for the Delivery Year) divided by 365 days (or 366 days). 

1 hl l ,  i l  ,y/)111!1 I ( ;  I/ ' (  ; l l l l l l l l l l l l ~ ~ l l ~ , , , "  = 

Since a single unit can have both RPM Commitments and FRR Capacity Plan Commitments 
during the Delivery Year, a Unit Average Daily FRR ICAP Comrnitment Amount and Unit 
Average Daily RPM ICAP Commitment Amount for the Delivery Year is calculated for each 
unit. 
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The Unit Average Daily FRR CAP Commitment Amount on a specific unit for the Delivery 
Year is equal to the sum of all Daily FRR Capacity Plan Commitments on such unit for the 
Delivery Year) divided by 365 days (or 366 days). 

The Unit Average Daily RPM ICAP Commitment Amount on a specific unit for the Delivery 
Year is equal to the 'Total Unit ICAP Commitment Amount less the Unit Average Daily FRR 
ICAP Commitment Amount. 
l.:iiit,.l~w cigellriili Nl'h I / ( ' , ~ l / ' < '~ i i i i i i i  ;tiii~,iiti~~,i~~,,,~,,,= = ~ ~ t ~ i l l J i i i ~ I ~ ' , ~ l l ' ~ ~ i i i i ~ i i i t i i i ~ ~ i t  - 1 'iu/ ~l~~wogi~ll(ii!1 FIM /( . , . l l '~ '~i i i i i i i tei i i i , i i t  

Since a single unit can be committed by multiple parties, a Provider's Average Daily FRR 
ICAP Commitment Amount, Provider's Average Daily RPM ICAP Commitment Amount, and 
Provider's Share of Total Unit ICAP Commitment Amount for each unit is calculated in order 
for PJM to allocate any unit shortfalls calculated for peak-hour period availability, 
summedwinter capability testing, and PSM compliance 

A Provider's Average Daily FRR ICAP Commitment Amount on a specific unit for the 
Delivery Year is equal to the sum of the Provider's Daily FRR Capacity Plan Commitments 
on such unit for the Delivery Year) divided by 365 (or 366 days). 

A Provider's Average Daily RPM CAP Commitment Amount on a specific unit for the 
Delivery Year is equal to the sum of the Provider's Daily RPM Resource Commitments on 
such unit the Delivery Year divided by the sum of all Daily RPM Resource Commitments on 
such unit for the Delivery Year, multiplied by the Unit Average Daily RPM ICAP Commitment 
Amount. 

/ ~ rm~ ic /w 'v  ,.f\x/jui/i i f /%\ / / ( ' .  oiliirmiLwi= (E /J iwi[ /e i  s ntii!i, /~P,l /Ci, i i i r i i i t i i iei i t .~ I fi>tu/ ~ r i i ! i ,  / ~ P , l ~ / ? ~ s [ J i i i , c e ~ ~ i i i i i i i t i i i ~ i i % \ )  .s 1 'iiit .A\::. /~ii!i,/(:.lPiOiiiiii;tiiieiit 

8.4 Generating Unit eak-Hour Period 
The Generating Unit Peak-Hour Period Availability (PHPA) metric provides a means to 
assess whether committed generation resources are available at expected levels during 
critical peak periods, and credits or charges resource providers to the extent that they 
exceed or fall short of that expected availability The metric provides generation owners an 
added incentive to ensure that their capacity resources are available when they are most 
needed, and provide loads greater assurance that their payments for capacity will help 
maintain peak-hour period reliability 
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The Generating Unit-Peak-Hour Period Availability metric is applicable to all capacity 
resources committed to serve load either under Reliability Pricing Model or Fixed Resource 
Requirement Alternative. It is not applicable to wind and solar generation. 

PJM will directly measure generation availability performance during peak load periods The 
peak hour periods are defined based on the summer and winter operating periods when 
high demand conditions are likely to occur and therefore generation performance is most 
critical to maintaining system reliability. The peak hour periods include. The hour ending 
15:OO local prevailing time (LPT) through the hour ending 19.00 LPT on any day during the 
calendar months of June through August that is not a Saturday, Sunday, or a federal 
holiday, and the hour ending 8.00 LPT through the hour ending 9:OO LPT and the hour 
ending 19:00 LPT through the hour ending 20.00 LPT on any day during the calendar 
months of January and February that is not a Saturday, Sunday, or a federal holiday The 
total number of hours is approximately 500, and can vary from year to year. 

Generating Unit Peak-Hour Period Availability is measured by calculating a Peak-Period 
Equivalent Forced Outage Rate (EFORp) and the corresponding Peak Period Capacity 
Available (PCAP) for a generation resource. The PCAP of a unit is compared to a unit's 
Target Unforced Capacity (TCAP), which is based on a unit's Equivalent Demand Forced 
Outage Rate-5 (EFORd-5), to assess whether or not a unit fell short of or exceeded its 
expected availability during the defined peak-hour periods. 

8.4.1 Beak-Period Equivalent Forced Outage Rate (EFORp) 
Peak-Period Equivalent Forced Outage Rate Peak (EFORp) is a measure of the probability 

that a generating unit will not be available due to forced outages or forced deratings when 
there is a demand on the unit to generate during the defined peak hour periods The EFORp 
is based on actual outage data during the Delivery Year 

The Peak-Period Equivalent Forced Outage Rate (EFORp) is determined by using the 
following sets of hours from the defined peak hour periods. 

0 Forced outage hours when needed (outage hours exclude Outside Management 
Control (OMC) events), 

Forced partial outage hours when needed (outage hours exclude OMC events), and o 

o Service hours 

when needed' shall be determined by PJM by identifying hours during 
which the real-time LMP would have exceeded the cost-based offer for the unit or when 
PJM would have (absent the outage) called the unit for operating reserves, taking into 
account the unit's oDeratinq constraints. 

EFORp is the sum of forced outage hours when needed plus equivalent forced partial 
outage hours when needed, divided by service hours plus forced outage hours when 
needed 
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If the service hours of a unit are less than 50 hours during the defined peak hour periods, 
the EFORp will be the lesser of the EFORd calculated based on outage data that covers the 
entire Delivery Year or the calculated EFORp based on peak hour period outage data. 

In the calculation of the EFORp for a specific unit the following considerations are made. 

o If a summer/winter capability test resulted in a partial forced outage that was entered 
by PJM in eGADs, the partial forced outage will not be considered in the calculation 
of the unit’s EFORp. 

During the time period that a unit is delayed or retired, forced outages are not 
reported on the unit. As a result, performance of the unit during the time it is delayed 
or retired is not considered in the calculation of the unit’s EFORp. 

For a single-fueled, natural gas-fired unit, forced outages during the winter peak-hour 
period will not be used in determining the unit‘s EFORp (or EFORd for generation 
units with service hours below 50 hours) if the resource provider can demonstrate 
that such failure was due to non-availability of gas to supply the unit as a result of 
events that were Outside of Management Control (OMC). The PJM eGADs Manual 
provides guidelines for the application of OMC codes. Lack of fuel in the cases 
where the operator of the unit is not in control of contracts, supply lines, or delivery of 
fuels is considered an OMC event Whereas, lack of fuel in the case where an 
operator elected to contract for fuels where the fuel can be interrupted as part of a 
fuel cost-saving measure is under management control and is not considered an 
OMC event. 

o 

An estimate of each unit‘s EFORp will be posted to the eRPM system within three calendar 
months after the end of the summer Deriod. 

8.4.2 Peak Period Capacity Available (PCAP) 

The Peak Period Capacity Available (PCAP) for a unit represents the actual availability of 
the committed portion of the unit during the defined peak-hour periods PCAP is calculated 
by multiplying the unit’s Total Unit ICAP Commitment Amount times one minus the unit’s 
EFORp 

PCM = Totcill/iiilI(’~~biiiiiiiliiicnl x (1 .O - EFORp) 

8.4.3 Equivalent Demand Forced Outage Rate (EFORd-5) 

Equivalent Demand Forced Outage Rate (EFORd-5) is an EFORd based on 5 years of 
outage history that provides the basis for a unit’s expected availability during the peak-hour 
periods 

EFORd-5 is an index that is calculated in a manner similar to the EFORd that is the basis for 
a unit’s UCAP value for the Delivery Year, except the EFORd-5 is determined using five 
years instead af one year of outage data The index is calculated using five years of 
Generator Availability Data System (GADS) outage data excluding OMC events through 
September 30 prior to the Delivery Year. If a generating unit does not have a full five years 
of history, the EFORd-5 will be calculated using the class average EFORd and the available 
history as described in Reliability Assurance Agreement, Schedule 5, Section C. For a new 
generating unit, the class average EFORd will be used as the EFORd-5 The class average 
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EFORds that are used by PJM to calculate a unit's EFORd-5 are posted to the PJM website 
by November 30 prior to the Delivery Year. 

PJM will post the EFORd-5 that is effective for the Delivery Year to the eRPM system by 
November 30 prior to the Delivery Year. 

8.4.4 Target Unforced Capacity (TCAP) 

The Target Unforced Capacity (TCAP) for a unit represents the expected availability of the 
committed portion of the unit during the defined peak-hour periods TCAP is calculated as 
the Total Unit ICAP Commitment Amount times one minus the unit's EFORd-5 

TCXP = Totdlhii/IC>U'( bniiriitiiiciit x ( 1  .O - ER>Rd - 5) 

8.4.5 Peak-Hour Period Capacity Shortfall 

The PCAP value of a unit is compared with the TCAP value of a unit to determine if a unit 
fell short of or exceeded its expected availability during the defined peak-hour periods. The 
Unit Peak-Hour Period Capacity Shortfall is equal to the 'PCAP minus the PCAP for such 
unit. 

Uriif Pecil~I~~ii~~I'~~~io~~~~'c~~~~l~o~ij~ill = T(.-.W' - I'CYP 

A positive Unit Peak-Hour Period Capacity Shortfall indicates a shortfall in meeting a unit's 
expected availability (underperformance) and a negative Unit Peak-Hour Period Capacity 
Shortfall indicates that the unit exceeded its expected availability (over performance) 

There are limitations on the amaunt of positive Unit Peak-Hour Period Capacity Shortfall that 
may be calculated for a specific unit. The limitations include the following" 

A Unit Peak-Hour Period Capacity Shortfall is limited, on a unit specific basis, to 50% 
of the Total Unit ICAP Commitment Amount * (I-Effective EFORd). 

If the 50% limitation is triggered in a Delivery Year, the limit will increase to 75% in 
the following Delivery Year. 

If the 75% limitation is triggered in a Delivery Year, the limit will increase to 100% in 
the following Delivery Year. 

The 50% limit will be reinstated after 3 years of good performance 

D 

o 

o 

B 

If portions of the unit were committed by multiple Resource Providers, the Unit Peak-Hour 
Period Capacity Shortfall for the itnit is allocated to Resource Providers based on the 
provider's pro-rata share of the Total Unit ICAP Commitment Amount. 

For a Resource Provider, the net of their Unit Peak-Hour Period Capacity Shortfalls in an 
LDA across committed units in an LDA are determined. 

The netting of Unit Peak-Hour Period Capacity Shortfalls in an LDA is performed across 
committed units within a single accoitnt in eRPM. There is no netting of shortfalls performed 
across multiple accounts in eRPM. 

The net Peak-Hour Period Capacity Shortfall in an LDA may be adjusted by a Provider's Net 
Eligible Available PHPA Shortfall in an LDA (i.e., Provider's Net PHPA Replacement 
Capacity in a LDA) as explained in Section 8 4 5.1 
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A Provider’s Adjusted Net Peak Hour Period Capacity Shortfall in an LDA will be separated 
into an Adjusted Net Peak Hour Period Capacity Shortfall in an LDA for RPM Resource 
Commitments and an Adjusted Net Peak Hour Period Capacity Shortfall in an LDA for FRR 
Capacity Plan Commitments as explained in Section 8 4 5 1 

Preliminary EFORp estimates (based on summer peak hours) for committed units and 
estimates of a Resource Provider’s Net Peak-Hour Period Capacity Shortfall for RPM 
Resource Commitments in an LDA and Net Peak-Hour Period Capacity Shortfall for FRR 
Resource Commitments in an LDA will also be provided through the eRPM System in 
November of the Delivery Year Such estimates do not consider any adjustment for a 
Provider’s Net Eligible Available PHPA Shortfall in an LDA 

The Adjusted Net Peak-Hour Period Capacity Shortfall in an LDA is applied to each day in 
the Delivery Year A Resource Provider with a positive Adjusted Net Peak-Hour Period 
Capacity Shortfall in an LDA will be assessed a Peak-Hour Period Availability Charge 
retroactively for each day in the Delivery Year 

8.4.5.1 Use of Excess Available Capacity in Peak-Maur Period Availability Assessment 

Excess available capacity (Le. uncommitted capacity) in a party’s portfolio that satisfies the 
capacity resource obligations of a committed resource may be used to help cure or offset a 
party’s shortfall for peak hour period availability. 

Calculation of Eligible Available Capacity (EAC) for Individual Units 

PJM will determine the Eligible Available Capacity (EAC) for each generation resource. A 
unit’s EAC represents the amount of the unit’s available capacity for the DY that met the 
capacity resource obligations by (1) offering into the DA Energy Market (if available) (2) 
satisfying summer and winter capability test requirements (Le., test to their committed ICAP 
level) and (3) entering outages into eDart and GADS. 

PJM will determine the Daily EAC for a unit for each day of the Delivery Year and calculate 
the resource’s Average Daily EAC for the entire Delivery Year. 

e For a unit that (1) passed Summer and Winter Capability Tests; or (2) failed their 
Summer or Winter Capability Test, but for which the owner/operator entered a partial 
forced outage in the eGADS system for the difference between the claimed summer 
or winter ICAP rating and the test result (Essentially these are units that will not be 
assessed Rating Test Failure Charges.) 

Daily EAC = Lesser of (Daily Minimum Hourly ECOMAX in DA Energy Market, Daily 
Summer Net Dependable Rating of Unit) -- Lesser of (Daily ICAP Commitment MWs, 
Daily Summer Net Dependable Rating) - Daily Unoffered ICAP MWs 

Where. 

Daily Minimum Hourly ECOMAX in the DA Energy Market is determined from the 
price based offer submitted in eMarkets. If no price offer is available then the 
schedule of the cheapest cost schedule will be used. Hourly ECOMAX values can be 
viewed on the Unit Schedule Hourly tab in eMarkets. 

Daily Summer Net Dependable Rating is the daily summer ICAP rating of the unit 
that is based on approved Capacity Modifications for the unit in the eRPM system 
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Daily ICAP Commitment MWs = Sum of unit's Daily RPM Commitments in UCAP/( 1 
- Final EFORd for DY) f Sum of unit's Daily FRR Capacity Plan Commitments in 
ICAP] 

Daily Unoffered ICAP MWs represents the total amount of ICAP MWs that were not 
offered from the unit by RPM entities in RPM Auctions for the Delivery Year. Daily 
Unoffered ICAP MWs does not include the Unoffered MWs of an FRR Entity 

For a unit that failed their Summer or Winter Capability Test and the owner/operator 
failed to enter a partial forced outage in the eGADS system for the difference 
between their claimed summer or winter ICAP rating and their test result (Essentially 
these are units that have the potential to be assessed Rating Test Failure Charges)" 

Daily EAC = Lesser of (Daily Minimum Hourly ECOMAX in DA Energy Market, Daily 
Summer Net Dependable Rating of Unit, Test Result) - Lesser of (Daily ICAP 
Commitment MWs, Daily Summer Net Dependable Rating) - Daily Unoffered ICAP 
MWs 

Where. 

Daily Minimum Hourly ECOMAX, Daily Summer Net. Dependable Rating of Unit, 
Daily ICAP commitment MWs and Daily Unoffered ICAP MWs are defined above 

For June 1 - Oct 31, the Test Result will be the unit's Summer Test Result. From 
November 1 - May 31, the Test Result will be the unit's Winter Test Result. For 
Hydro Units, the Test Result will be the hydro unit's annual test result. 

If a negative Daily EAC is calculated, a zero Daily EAC will be used in the calculation 
of the Average Daily EAC. 

A unit's Average Daily EAC far the delivery year is equal to the [Sum of the Daily 
EAC for the Delivery Year]/Number of Days in the Delivery Year. 

o 

o 

o 

Allocation oPa Unit's Average Daily €AC to Multiple Providers 

If portions of the unit are committed by multiple resource providers, the unit's Average Daily 
EAC is allocat,ed to resource provider's that had available capacity during the Delivery Year 
to determine a Provider's Share of Average Daily EAC. The pro-rata allocation will be 
based on the provider's Average Daily Available ICAP MWs on such unit for the entire 
Delivery Year. 

a The Provider's Daily Available ICAP on a unit is captured from the eRPM system and 
is based on the provider's Daily ICAP Owned, Daily Unoffered ICAP, Daily RPM 
Resource Commitments, and Daily FRR Capacity Plan Commitments. If a negative 
Daily Available ICAP value is calculated, a zero Daily Available ICAP will be used in 
the calculation of the Provider's Average Daily Available ICAP for the Delivery Year. 

For a provider, Daily Available ICAP = Daily ICAP Owned - Daily Unoffered ICAP - 
(Daily RPM Resource Commitments/( 1 - Final DY EFORd) - Daily FRR Capacity 
Plan Commitments 

Where 

Daily Unoffered ICAP MWs does not include the Unoffered MWs of an FRR Entity 

a 
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a A provider’s Average Daily Available ICAP for the Delivery Year is equal to the [Sum 
of the provider’s Daily Available ICAP for the Delivery YearIlNumber of Days in the 
Delivery Year. 

Calculation of a Provider’s Net Eliqible Available PHPA Shorffall in LDA (Le., 
Provider’s Net PHPA Replacement Capacity in LDA) 

PJM will calculate the Provider’s share of Peak Period Capacity Available (PCAP) for the 
eligible available capacity portion of such unit (Le., share of Eligible Available PCAP) as 
Provider’s Share of Average Daily EAC *( 1 - EFORp). 

For each provider, PJM will determine a Provider’s Net Eligible Available PHPA Shortfall in 
an LDA (which represents the Provider’s Net PHPA Replacement Capacity in an LDA) by 
summing the Provider’s share of Eligible Available PCAP values for all units in an LDA 
within a provider’s RPM account. Netting is performed across a single eRPM account only. 
PJM will not net values across a provider’s multiple eRPM accounts. The Eligible Available 
PHPA Shortfall (or Resource Provider’s Net PHPA Replacement Capacity in an LDA) will be 
represented as a negative value in the eRPM system indicating excess or over 
performance. 

A Provider’s Net Eligible Available PHPA Shortfall in an LDA (Le., Provider’s Net PHPA 
Replacement Capacity in a LDA) is used to reduce a party’ positive Net Peak Hour Period 
Capacity Shortfall in an LDA in their single RPM account. A Provider’s Net Eligible Available 
PHPA Shortfall in an LDA may not be used to reduce a party’s negative Net Peak Hour 
Period Capacity Shortfall in an LDA. Please see Manual 18, Section 8 for details on how a 
party’s Net Peak Hour Period Capacity Shortfall in an LDA is calculated. 

Calculation of a Provider’s Adjusted Net Peak Hour Period Capacity Shortfall in an 
LDA 

When a Provider’s Net Peak Hour Period Capacity Shortfall in an LDA is a positive value, a 
Provider‘s Adjusted Net Peak Hour Period Capacity Shortfall in an LDA is equal to the 
provider’s Net Peak Hour Period Capacity Shortfall in the LDA minus the provider’s absolute 
value of Net Eligible Available PHPA Shortfall in an LDA; however, if the calculated value is 
negative, the Adjusted Net Peak Hour Period Capacity Shortfall in an LDA will be set to 
zero. When a Provider’s Net Peak Hour Period Capacity Shortfall in an LDA is zero or 
negative, the Adjusted Net Peak Hour Period Capacity is equal to the Provider’s Net Peak 
Hour Period Capacity Shortfall in an LDA. 

- 

Allocation of a Provider’s Adjusted Net Peak Hour Period Capacity Shortfall in an LDA 
between RPM and FRR Commitments 

A Provider’s Adjusted Net Peak Hour Period Capacity Shortfall in an LDA will be separated 
into an Adjusted Net Peak Hour Period Capacity Shortfall in an LDA for RPM Resource 
Commitments and an Adjusted Net Peak Hour Period Capacity Shortfall in an LDA for FRR 
Capacity Plan Commitments. 

E A Provider’s Adjusted Net Peak Hour Period Capacity Shortfall in LDA for RPM 
Resource Commitments = provider’s Adjusted Net Peak Hour Period Capacity 
Shortfall in LDA*provider’s Net Average Daily RPM CAP Commitment Amount in 
LDNprovider’s Net Share of Total Unit ICAP Commitment Amount in LDA. 

A Provider’s Adjusted Net Peak Hour Period Capacity Shortfall in LDA for FRR 
Commitments = provider’s Adjusted Net Peak Hour Period Capacity Shortfall in 

o 
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LDA*provider's Net Average Daily FRR ICAP Commitment Amount in LDA/provider's 
Net Share of Total Unit ICAP Commitment Amount in LDA 

8.4.6 SurnrnerANinter Capability Testing 

During the Delivery Year, generation owners are responsible to perform SummerNVinter Net 
Capability Verification (Le, Capability Testing) as described in PJM's Rules and Procedures 
for Determination of Generating Capability (M-21) and submit test results through the 
eGADs system. As described in M-21, as an alternative to performing the Winter Net 
Verification, data collected during the summer verification window may be used to satisfy 
winter test requirements after adjustment to appropriate ambient winter conditions The 
purpose of the summer/winter net capability verification is to demonstrate that the unit can 
achieve the claimed summer/winter net dependable rating of the unit PJM will use the 
results of the summerlwinter net capability testing to assess whether a unit that was 
committed to RPM or FRR Alternative was able to achieve at least the Total Unit ICAP 
Commitment Amount in the summedwinter capability test 

A Net Capability Test must be performed during both the Summer and the Winter testing 
periods. The Summer test period begins the first day of June and ends the last day of 
August. The Winter test period begins the first day of December and ends on the last day of 
February Alternatively, data collected during the summer verification window may be used 
to satisfy winter test requirements after adjustment to appropriate ambient winter conditions. 
Hydro generation can be tested any time during the Delivery Year, but is only required to 
perform net capability verification once per year. If the entire unit is on a forced or planned 
outage during the entire summer or winter testing period, the unit is expected to submit an 
out-of-period capability test when the outage ends. 

An unlimited number of tests may be performed on the unit during each testing period. If 
none of the tests certify full delivery of the Total Unit ICAP Commitment Amount, those 
parties with RPM Resource Commitments and FRR Capacity Plan Commitments from such 
unit may be subject to Generation Resource Rating Test Failure Charges. Intermittent 
generation is exempted from the summer/winter capability testing requirement and will not 
be assessed any Generation Resource Rating Test Failure Charges. 

The unit's installed capacity shortfall for the testing period is determined by the test that 
resulted in the highest installed capacity rating (Le., the highest Corrected Net: Test Capacity 
as described in PJM's Rules and Procedures for Determination of Generating Capability (M- 
21)). The Unit ICAP Shortfall for the testing period is equal to the Total Unit ICAP 
Commitment Amount minus the highest installed capacity rating achieved in the capability 
test. 

A positive shortfall indicates a failure to certify the Total Unit ICAP Commitment Amount 
during the testing period A negative shortfall indicates that the Total Unit ICAP Commitment 
Amount was exceeded during the testing period. 

The following business rules apply in the determination of the Unit ICAP Shortfall: 

o If a unit is on a partial outage during the test, the amount of the partial outage is 
added to the highest installed capacity rating in the test to determine the Unit ICAP 
Shortfall for the summer or winter test period. 

The Unit ICAP Shortfall for the summer testing period will be applied daily for the 
months of June through November of the Delivery Year. The Unit ICAP Shortfall for 

o 
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the winter testing period will be applied daily for the months of December through 
May of the Delivery Year If the Unit ICAP Shortfall as a result of the winter testing 
period is less than the Unit ICAP Shortfall as a result of the summer testing period, 
the Unit ICAP Shortfall as a result of the summer testing period will be applied daily 
for the months of December through May of the Delivery Year 

If the entire unit is on a forced or planned outage from June 1 to December 1 of the 
Delivery Year, a Unit ICAP Shortfall for the summer testing period is not calculated 

If the entire unit is on a forced or planned outage from December 1 - May 31 of the 
Delivery Year, the Unit ICAP Shortfall for the winter testing period is the calculated 
Unit ICAP Shortfall for the summer testing period 

If the winter rating on a unit is less than the summer rating on the unit and the Total 
Unit ICAP Commitment Amount is greater than the winter rating, the Unit ICAP 
Shortfall for the winter testing period will be calculated as the winter rating of the unit 
(instead of the Total Unit ICAP Commitment Amount) minus the highest installed 
capacity rating achieved in a winter capability test 

If a unit is exempt from the winter net capability verification requirement (in 
accordance with Section 6 of PJlw Manual ?O - Pre-Scheduling Operations), the 
Unit ICAP Shortfall that is calculated as a result of a summer capability test would 
also apply for the months of December through May of the Delivery Year 

In the case of hydro generation, the Unit ICAP Shortfall that is calculated as a result 
of the single capability test submitted is applied for the entire Delivery Year 

If a daily RPM commitment compliance shortage on a unit occurs due to a unit delay, 
derating, or retirement during the Delivery Year, the Daily Unit ICAP Shortfall will be 
reduced by the portion of the daily RPM commitment compliance shortage (in UCAP) 
due to the unit delay, derating, or retirement divided by one minus the unit’s Effective 
EFORd for the Delivery Year The Daily Unit ICAP Shortfall for the unit will not be 
reduced to a value less than zero 

E 

o 

o 

o 

D 

e 

If portions of the unit were committed by multiple Resource Providers, the Daily Unit ICAP 
Shortfall is allocated to the Resource Providers based on the provider’s pro-rata share of the 
unit’s Total Unit ICAP Commitment Amount 

A Provider’s Daily ICAP Shortfall for a unit is equal to the Daily Unit ICAP Shortfall times the 
Provider’s Share of Total Unit ICAP Commitment Amount divided by Total Unit ICAP 
Commitment Amount 

If a Resource Provider has both RPM Resource Commitments and FRR Capacity Plan 
Commitments on the unit, the Provider’s Daily ICAP Shortfall for such unit will be separated 
into a Daily ICAP Shortfall for RPM Resource Commitments and Daily ICAP Shortfall for 
FRR Capacity Plan Commitments 

A Resource Provider’s Daily ICAP Shortfall for RPM Resource Commitments is equal to the 
Provider’s Daily ICAP Shortfall times the Provider’s Average Daily RPM ICAP Commitment 
Amount divided by the Provider’s Share of the Total lJnit ICAP Commitment Amount 
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A Resource Provider’s Daily ICAP Shortfall for FRR Capacity Plan Commitments is equal to 
the Provider’s Daily ICAP Shortfall times the Provider’s Average Daily FRR ICAP 
Commitment Amount divided by the Provider’s Share of the Total Unit ICAP Commitment 
Amount 

8.4.7 Peak Season Maintenance (PSM) Compliance 

To preserve and maintain the reliability of the PJM Region and to recognize the impact of 
planned outages and maintenance outages during the Peak Season, PJM will perform a 
Peak Season Maintenance (PSM) Compliance assessment on generation resources 
committed to the RPM or FRR Alternative A Resource Provider will be assessed a Peak 
Season Maintenance (PSM) Compliance Penalty Charge in accordance with Attachment 
DD of  the Open Access Transmission Tariff, if the provider committed a generation 
resource to the RPM or FRR Alternative and such resource was not available due to a 
planned or maintenance outage that occurred during the Peak Season without the approval 
of PJM Hydro resources and intermittent resources are exempt from peak-season 
maintenance compliance assessment and will not be assessed any PSM Compliance 
Charges 

The Peak Season is defined as the weeks containing the 24“’ through 36Ih Wednesdays of 
the calendar year All weeks start on a Monday and end on Sunday, except the week with 
the 36“’ Wednesday, which ends on a Friday 

If the Summer Net Dependable Rating of the unit on the peak season day minus the amount 
of capacity that was out-of-service on a planned or maintenance outage on a peak season 
day without the approval of PJM is less than the Total Unit ICAP Commitment Amount, a 
PSM Compliance Penalty Charge will be assessed to those parties that have RPM 
Resource Commitments or FRR Capacity Plan Commitments for such unit 

The Daily Unit PSM Compliance Shortfall is equal to Total Unit ICAP Commitment Amount 
minus (Summer Net Dependable Rating on peak season day minus the amount of capacity 
out-of-service on unapproved planned or maintenance outage on a peak season day) 

If a daily RPM commitment compliance shortage occurs due to a derating during the peak 
season, the Daily Unit PSM Compliance Shortfall will be reduced by the portion of the daily 
RPM commitment compliance shortage (in UCAP) due to the derating divided by one minus 
the unit’s Effective EFORd for the Delivery Year. The Daily Unit PSM Compliance Shortfall 
will not be reduced to a value less than zero. 
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If portions of the unit were committed by multiple Resource Providers, the Daily Unit PSM 
Compliance Shortfall (MW) is allocated to the Resource Providers based on the provider’s 
pro-rata share of the Total Unit ICAP Commitment Amount 

The Provider’s Daily PSM Compliance Shortfall is equal to the Daily Unit PSM Compliance 
Shortfall times the Provider’s Share of the Total Unit ICAP Commitment Amount divided by 
the Total Unit ICAP Commitment Amount 

If a Resource Provider has both RPM Resource Commitments and FRR Capacity Plan 
Commitments on the unit, their Daily PSM Compliance Shortfall will be separated into a 
Daily PSM Compliance Shortfall for RPM Resource Commitments and Daily PSM 
Compliance Shortfall for FRR Capacity Plan Commitments. 

A Resource Provider’s Daily PSM Shortfall for RPM Resource Commitments is equal to the 
provider’s Daily PSM Shortfall times the Provider’s Average Daily RPM ICAP Commitment 
Amount divided by the Provider’s Share of the Total Unit CAP Commitment Amount. 
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A Resource Provider’s Daily PSM Shortfall for FRR Capacity Plan Commitments is equal to 
the Provider’s Daily PSM Shortfall times the Provider’s Average Daily FRR ICAP 
Commitment Amount divided by the Party’s Share of the Total Unit ICAP Commitment 
Amount 
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anagement Event CO 
Compliance is the process utilized to review resource performance during PJM-initiated 
Load Management events The process establishes potential under/over compliance values 
for each Load Management Resource, both Demand Resources and ILR Resources 

Compliance is evaluated separately by event: in each Zone for Demand Resources 
dispatched by P,JM Response to transmission sub-zonal dispatch is voluntary (meaning 
there are no penalty charges assessed for non-performance) for 2012/2013 and 2013/2014 
Delivery Years Beginning with the 2014/2015 Delivery Year, response to transmission sub- 
zonal dispatch becomes mandatory (meaning there are penalty charges assessed for non- 
performance) if the sub-zone is defined and publicly posted the day before the Load 
Management event Response to zonal dispatch is mandatory for the DR product type 
dispatched within the compliance period of such DR product: type for all Delivery Years 

Effective with the 2014/2105 Delivery Year, to the extent a demand resource (I e , 
registration) cannot respond, another demand resource of a different resource product type 
in the same geographic location defined by PJM dispatch instructions with the same 
designated lead time and comparable capacity commitment may be substituted Any 
demand resource used as a substitute during an event will have the same obligation to 
respond to future event(s) as if it did not respond to such event 

PJM 0 2013 
Revision 18, Effective Date 03/28/2013 

120 



KPSC Case No 2013-00144 
KIUC's First Set of Data Requests 
Received May 10,2013 
Item No 20 
Attachment 1 
Page 130 of 194 

Manual 18 PJM Capacity Market 

Resource providers are responsible for the submittal of compliance information to PJM 
through the Load Response system for each PJM initiated Load Management event during 
the compliance period. For the 2012/2013 and 2013/2014 Delivery Years, registrations that 
voluntarily responded to a transmission sub-zonal dispatch must submit compliance 
information in the eLRS system. 

PJM will establish and communicate reasonable deadlines for the timely submittal of event 
data to expedite compliance reviews 

Compliance reviews will be completed as soon after the event as possible, with the 
expectation that reviews of a single event will be completed within two months of the end of 
the month in which the event took place. 

8.5.1 Measuring Event Compliance 

PJM verifies Load Management Event Compliance on an end-use customer basis by 
reviewing the data submitted by the resource provider through the Load Response system. 
Like the determination of Nominated Values, Compliance is measured differently for each 
type of Load Management program. 

Compliance for Direct Load Control (DLC) programs will consider only the transmission of 
the control signal. Resource providers are required to report the time period (during the 
Load Management event) that the control signal was started and stopped. Failure to start 
the signal by the start of the event and continue the signal for the duration of the event will 
result in a deficiency for that end-use customer 

Compliance for Firm Service Level (FSL) customers will be determined by comparing actual 
load during the event to the nominated firm service level. Resource providers must submit 
load data for all hours of the event and test day and for all days required for PJM to 
calculate compliance through the Load Response system 

Compliance for Guaranteed Load Drop (GLD) customers will be determined by comparing 
actual load dropped during the event to the nominated amount of load drop. Resource 
providers must submit load data for all hours of the event and test day and for all days 
required for PJM to calculate compliance. Comparison loads must be developed from the 
guidelines included in Attachment A of PJM Manual M-19 Load Data Analysis, and note 
which method was employed 

Load Management customers may not reduce their load below zero (i.e , export energy into 
the system). No compliance credit will be given for the incremental load drop below zero. 

Compliance is averaged over the full hours of a Load Management event, for each end-use 
customer or DLC program to determine a Resource Compliance Position for the Load 
Management event for each dispatched registration. Compliance data is netted for all 
registrations in the Load Response System that were dispatched. 

Resource Compliance Position for a registration is determined as the Nominated Load 
Reduction Value reported in the Load Response system minus the actual load reduction, 
where the Nominated Load Reduction Value is capped at the RPMIFRR Commitment for 
such registration on the day of the event If multiple registrations are linked to a committed 
Demand Resource in the eRPM system, the RPM/FRR Commitment for such Demand 
Resource is allocated to the registrations pro-rata based on the nominated load reduction 
value of the registrations. 
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Resource Compliance Positions for a registration that are positive indicate that the 
registration under complied during the event Resource Compliance Positions that are 
negative indicate that the registration over complied during the event 

anagement Event Compliance Allocation 

For each Demand Resource (DR) provider, compliance data will be totaled over all Demand 
Resource registrations dispatched by zone, to determine the DR Provider's actual zonal 
load reduction for the event 

For any Load Management event where the actual net load reduction value achieved by a 
resource provider in a zone is less than the provider's RPM/FRR Resource Commitments in 
that zone on the day of the event, the net zonal under-compliance MWs will be allocated 
back to the registration level on an under-compliance ratio share, however, such net zonal 
under-compliance MWs will be reduced by the total amount of a Provider's Daily RPM/FRR 
Commitment Shortages in a zone for all their committed Demand Resources that are of the 
same product type dispatched on the day of the event, before such an allocation occurs 
Registrations that were compliant (or over-compliant) in the zone will not be allocated a 
portion of the net zonal under-compliance 

For any Load Management event where the actual net zonal load reduction value achieved 
by a resource provider in a zone is greater than the provider's RPM/FRR Resource 
Commitments in that zone on the day of the event, the net zonal over-compliance will be 
allocated back to the registration level on an over-compliance ratio share Registrations that 
were not over-compliant or did not have a commitment in the zone will not be allocated a 
portion of the net zonal over-compliance 

Following the allocation, under-compliant registrations will be subject to a Load 
Management Event Penalty Charge Over-compliant registrations may be eligible to receive 
a Load Management Penalty Charge Allocation 

anagement Tes Compliance 
DR Resource providers are subject to Load Management Test Compliance 

If a registration for a Limited Demand Resource is not dispatched by PJM for a Load 
Management Event prior to August 1 !jth of the Delivery Year, then such registration must 
demonstrate that it was tested simultaneously with other non-dispatched Limited DR 
registrations in the zone for a one-hour period during any hour when a PJM Load 
Management Event may be called between June 1 and September 30"' of the Delivery Year 
If a registration for a Limited Demand Resource is dispatched by a PJM for a Load 
Management Event between August 16'h and September 30th of the Delivery Year, no load 
management test is required for such registration If a registration for Limited Demand 
Resource committed to PJM is dispatched by PJM for a PJM Load Management event in a 
transmission sub-zone between June 1 and September 30 of the 2012/2013 and 2013/2014 
Delivery Years and such registration performs at or above the nominated amount of capacity 
on the registration, no test will be required and no Load Management Test Failure Charges 
will be assessed for such registrations If a registration for a committed L.imited Demand 
Resource is dispatched by a PJM-initiated Load Management Event in a zone between 
June 1 and September 30'h of the Delivery Year, load managernent test compliance will not 
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be evaluated and Load Management Test Failure Charges will not be assessed for such 
registration. 

If a registration for a Annual Demand Resource is not dispatched by PJM for a Load 
Management Event in a Delivery Year, then such registration must demonstrate that it was 
tested simultaneously with other non-dispatched Annual Demand Resource registrations in 
the zone for a one-hour period during any hour when a PJM Load Management Event may 
be called during June through October or the following May of the Delivery Year. If a 
registration for an Annual Demand Resource is dispatched by PJM for a Load Management 
Event during the Delivery Year, then no test will be required for such registration and no 
Load Management Test Failure Charges will be assessed for such registration. 

If a registration for an Extended Summer Demand Resource is not dispatched by PJM for a 
Load Management Event during June through October or the following May in a Delivery 
Year, then such registration must demonstrate that it was tested simultaneously with other 
non-dispatched Extended Summer Demand Resource registrations in the zone for a one- 
hour period during any hour when a PJM Load Management Event may be called during 
June through October or the following May of the Delivery Year. If a registration for an 
Extended Summer Demand Resource is dispatched by PJM for a Load Management Event 
during June through October or the following May of the Delivery Year, then no test will be 
required for such registration and no Load Management Test Failure Charges will be 
assessed for such registration 

For those registrations required to test, all of the provider's registrations of the same product 
type and same zone must test at the same time for a one hour period during any hour when 
a PJM-initiated load management event for such product type may be called: 

o Limited DR" 12"00 PM EPT to 8 00 PM EPT 

e Extended Summer DR and Annual DR 10 00 AM EPT to 10 00 PM EPT 

The test must be conducted on a non-holiday weekday during the following testing periods 

o 

o 

Limited DR June 1 through September 30'h of the Delivery Year 

Extended Summer DR and Annual DR June 1 through October 31 and May of the 
Delivery Year 

The resource provider must notify PJM of the intent to test 48 hours in advance of the test A 
notification of intent to test (or retest) must be submitted in the eLRS system If a resource 
provider failed to provide the required load reduction in a zone for such product type by less 
than 25% of their Summer Average RPM Commitment in the zone for such product type, the 
resource provider may conduct a retest of the subset of registrations (i e , end-use customer 
sites) in the zone for such product type that failed the initial test or a subset of registrations 
that failed the test where the CSP notifies PJM of each end use customer that will not be 
retested at least 48 hours prior to conducting the retest If the CSP elects to not retest a 
subset of registrations that failed the test, such registrations will maintain the compliance 
result achieved in the initial test Retesting must be performed at the same time of day and 
under approximately the same weather conditions Any registration affiliated with a failed 
registration must also participate in the retest even if the registration passed the initial test, 
unless the CSP elects to maintain the compliance result achieved in the test for such failed 
registration through advanced notification to PJM as mentioned above If a registration and 
its affiliate both failed the test then such registrations must either be included in the retest or 
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excluded from the retest with the necessary advanced notification to PJM Affiliated 
registrations are registrations that have any ability to shift load and are owned or controlled 
by the same entity. If a resource provider failed to provide the required load reduction in a 
zone for such product type by more than 25% of their Summer Average RPM Commitment 
in the zone for such product type, retesting only a subset of the registrations that failed the 
initial test is not permitted. 

A Provider's Summer Average RPM Commitment in a zone for such product type is equal to 
the daily average of the provider's total RPM/FRR resource commitments from June 1st 
through September 30th of the Delivery Year for such product type 

Multiple tests may be conducted; however, only one test result may be submitted for each 
end-use customer site in the Load Response System for compliance evaluation. Test data 
must be submitted in the Load Response System no later than November 14th of the 
Delivery Year for Limited DR product type. Test data must be submitted on or after June 1 
and no later than July 14"' after the Delivery Year for the Annual DR and Extended Summer 
DR product types. Load Management test compliance will be measured in the same manner 
as load management event compliance. A resource provider with a positive net testing 
shortfall in a zone for a product type will be assessed a Zonal Load Management Test 
Failure Charge. 

Load Management test compliance will be measured in the same manner as load 
management event compliance, however, for purposes of Load Management test 
compliance the Resource Compliance Position for a registration considers the Summer 
Average RPM/FRR Commitment as opposed to the RPMIFRR Commitment on the day of 
the event. 

Resource Compliance Position for a registration for a test is determined as the Nominated 
Load Reduction Value reported in the Load Response system minus the actual load 
reduction, where the Nominated Load Reduction Value is capped at the Summer Average 
RPM/FRR Commitment for such registration. 

Summer Average RPM/FRR Commitment for a Demand Resource is the daily average of 
the RPM/FRR resource commitments for such Demand Resource from June 1st through 
September 30th of the Delivery Year. If multiple registrations are linked to a committed 
Demand Resource in the eRPM system, the Summer Average RPM/FRR Commitment for 
such Demand Resource is allocated to the registrations pro-rata based on the nominated 
load reduction value of the registrations. 

For any Load Management test, a provider's net testing shortfall in a zone for a product type 
is calculated as the provider's Summer Average RPM/FRR Resource Commitment,s in such 
zone for a product type minus the actual zonal load reduction value achieved by the provider 
in such zone for such product type. A resource provider with a positive net testing shortfall in 
a zone for a product type (i e , under compliance MWs in zone for a product type) will be 
assessed a Zonal Load Management Test Failure Charge 

PJM 0 2013 
Revision 18, Effective Date 03/28/20 13 

124 



KPSC Case No 20 13-00 144 
KIUC's First Set of Data Requests 
Received May 10,20 13 
Item No 20 
Attachment 1 
Page 134 of 194 

Manual 18 PJM Capacity Market 
Section 8 Resource Performance Assessments 

_..~ ~ . . -. - - .___ 

Participants may specify replacement resources in order to avoid or reduce resource 
performance assessment shortfalls and the associated deficiency/penalty charges. 
Participants may not specify replacement resources in order to avoid or reduce performance 
assessment shortfalls and associated deficiencylpenalty charges related to price responsive 
demand. 

Replacement capacity for generation resources, Demand Resources, Energy Efficiency 
Resources, or Qualifying Transmission Upgrades committed to RPM may be specified via 
the eRPM system by entering a "Replacement Capacity" transaction after the EFORd for the 
Delivery Year has been locked in the eRPM system (November 30 prior to the Delivery 
Year), but before the start of the Delivery Day. 

Through the "Replacement Capacity" transaction functionality in eRPM, PJM will provide 
participants with a list of the available capacity for each generation or demand resource in 
their portfolio as well as a list of cleared buy bids from any Incremental Auction via the 
eRPM system and a list of resources with RPM Resource Commitments. Participants will 
have the ability to match a generation, Demand Resource, Energy Efficiency Resource or 
Qualifying Transmission Upgrade resource committed to RPM that they would like to replace 
with available capacity from a generation resource, demand resource, cleared buy bids in an 
Incremental Auction, or from Locational UCAP transactions. 

The following are business rules that apply to Replacement Resources for Resources 
Committed to RPM: 

o 

o 

The start date and end date of the replacement must be specified 

A Replacement Resource used to reduce a Demand Resource commitment shall be 
specified for no less than the balance of the Delivery Year. An available Demand 
Resource may only be used as a Replacement Resource when the start date of the 
Replacement Capacity transaction is from June 1 through September 30th unless 
the Demand Resource can demonstrate through the prior summer's event or test 
compliance data that the Demand Resource met both its Summer Average RPM 
Commitment and the new daily RPM commitment level that would result if the 
Replacement Capacity transaction was approved. 

The desired change in Daily RPM Resource Commitments (in UCAP terms) for the 
resource being replaced and the replacement resource must be specified. The 
change in Daily RPM Resource Commitments cannot result in a negative value for 
the Daily RPM Resource Commitments for the resource being replaced 

The replacement resource must be located in the same LDA as the resource that is 
being replaced or reside in the Sink LDA of the Qualifying Transmission Upgrade 
being replaced. 

Resources located in a constrained LDA can serve as replacement capacity for a 
generation resource located in a less constrained parent LDA. 

The replacement resource must have the same or better temporal availability 
characteristics as the resource that is being replaced. For example, Annual 
Resource commitments can only be replaced by available capacity from an Annual 
Resource or cleared Buy Bids for Annual Capacity or Locational UCAP originating 

o 

D 

o 
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from an Annual Resource, Extended Summer DR commitments can be replaced by 
available capacity from an Annual Resource or Extended Summer DR, or cleared 
Buy Bids for Annual or Extended Summer Capacity or Locational UCAP originating 
from an Annual Resource or Extended Summer DR, and Limited DR commitments 
can be replaced by available capacity from an Annual Resource, Extended Summer 
DR or Limited DR, or cleared Buy Bids for Annual, Extended Summer or Limited 
Capacity or Locational UCAP originating from an Annual Resource, Extended 
Summer DR or Limited DR 

If a generation, demand, or EE resource is used as replacement capacity, a 
decrease in the Daily RPM Resource Commitments for the resource that is being 
replaced will resiilt and a corresponding increase in the Daily RPM Resource 
Commitments for the replacement generation, demand, or EE resource will result 
during the time period specified for replacement A change in the Daily RPM 
Resource Commitments for a generation resource will result in a change in the Total 
Unit ICAP Commitment Amount for the generation resource. 

If cleared buy bids from an Incremental Auction or Locational UCAP transactions are 
used as replacement capacity, a decrease in the Daily RPM Commitments for the 
resource that is being replaced will result during the time period specified for 
replacement. A change in the Daily RPM Commitments for a generation resource will 
result in a change in the Total Unit ICAP Commitment Amount for the generation 
resource. 

Replacement resources for generation, QTU, Energy Efficiency Resources, or Demand 
Resources committed to FRR Capacity Plan are specified by an FRR Entity through the 
update of the FRR Entity's FRR Capacity Plan prior to the start of the Delivery Day. FRR 
Entities may update their FRR Capacity Plan to reduce the FRR Capacity Plan Commitment: 
on the resource being replaced and increase the FRR Capacity Plan Commitment on a 
replacement resource. The change in the Daily FRR Capacity Plan Commitments for a 
generation resource will result in a change in the Total Unit C A P  Commitment Amount: for 
the generation resource. 

8.7.1 Excess Commitment Credits 

LSEs may receive credits when Reliability Requirements decrease resulting in an excess 
capacity 

The Excess Capacity Credits will be the PJM Sell Offers in the Scheduled Incremental 
Auctions that do not clear less the PJM Buy Bids in Incremental Auctions that do not clear 
The Excess Capacity Credits in PJM will be allocated to LDAs pro rata based on the 
reduction in LDA peak load forecast from BRA to the time of Third Incremental Auction, 
provided the amount allocated does not exceed the reduction in the corresponding LDA 
Reliability Requirement There will not be an allocation to LDA with an increase in load 
forecast 

The amount allocated to LDA will be further allocated to LSEs that are charged a Locational 
Reliability Charge, based on the Daily Unforced Capacity Obligation of the LSEs as of June 
1 of the Delivery Year, and the credits will be constant for the entire Delivery Year Excess 
Commitment Credits may be used as Replacement Capacity or traded bilaterally 
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8.8 3- 
20% 
Effective with the 2012/2013 Delivery Year, only load reductions below an end-use 
customer’s peak load contribution (PLC) are considered in calculating eventhest compliance 
for guaranteed load drop (GLD) registration. A DR Transition Provision was implemented to 
provide an interim alleviation provision for Curtailment Service Providers (CSPs) that made 
commitments in prior RPM Auctions under the prior measurement and verification 
methodology for GLD programs 

The Transition Provision applies only with respect to Demand Resources cleared in the 
Base Residual Auction for any or all of the 2012/2013, 2013/2014, or 201412015 Delivery 
Years (i.e , Transition Delivery Years). 

A CSP that concludes its Demand Resource cleared in the Base Residual Auction for a 
Transition Delivery Year is not viable under the revised PLC measurement metric, may seek 
compensation related to its previously cleared Demand Resource in a Base Residual 
Auction for such Transition Delivery Year through a DR Capacity Transition Credit or an 
Alternate DR Transition Credit 

A DR Capacity Transition Credit protects a CSP from purchasing more expensive 
replacement capacity in an Incremental Auction in relation to the Base Residual Auction 
price. To qualify for a DR Capacity Transition Credit, the CSP must inform PJM in writing no 
later than 30 days prior to the next scheduled Incremental Auction for the Transition Delivery 
Year for which the identified Demand Resource cleared Notifications for the 2013/2014 
Delivery Year must be submitted by June 15, 2012 and notifications for the 2014/2015 
Delivery Year must be submitted by August 10,2012. 

Such written notification must be submitted to dsr ops@pirn.com and include Zone, RPM 
Resource Name, and specify the MW amount of such resource’s BRA commitment for which 
they seek protection. All notifications are subject to PJM review to ensure the CSP is 
qualified to participate in the DR Transition Provision and approve the maximum MW 
quantity in an LDA (by product type for the 2014/2015 DY) for which the CSP may seek 
protection. 

The qualified CSP must submit buy bid(s) in any of the remaining Incremental Auctions for 
the relevant Transition Delivery Year. If the CSP’s locational, (product-specific for 2014/2015 
Delivery Year) buy bid clears in the Incremental Auction and the Incremental Auction 
Resource Clearing Price (IA RCP) is greater than the Base Residual Auction LDA Resource 
Clearing Price (BRA RCP), the CSP shall receive a DR Capacity Transition Credit for such 
buy bid equal to the price difference between the IA RCP and BRA RCP, multiplied by the 
lesser of the (approved LDA, product-specific MW quantity, or the cleared buy bid MW 
quantity ) . 

The cost of DR Capacity Transition Credits for an LDA is included in the relevant Transition 
Delivery Year’s Final Zonal Capacity Prices for such zones in the LDA and is collected from 
LSEs in the zones of the LDA via the Locational Reliability Charge. 

In lieu of receiving a DR Capacity Transition Credit, a CSP may seek compensation related 
to its previously cleared Demand Resource in a BRA for such Transition Delivery Year 
through an Alternate DR Transition Credit. 
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The Alternate DR Transition Credit protects a CSP that is unavoidably obligated to pay an 
end-use customer and insulates the CSP from losses when unavoidable contractual 
obligations exceed any gains from buying replacement capacity in Incremental Auctions for 
the same Delivery Year To qualify for the Alternate DR Transition Credit, the CSP must 
inform PJM in writing no later than 30 days prior to the next scheduled Incremental Auction, 
for the Transition Year for which the identified Demand Resource cleared, regardless of 
whether or not the CSP plans to participate in the Auction Notifications for the 2013/2014 
Delivery Year must be submitted by June 15, 2012 and notifications for the 2014/2015 
Delivery Year must be submitted by August 10,2012 

Such written notification must be submitted to dsr ops@pim.coE and include Zone, RPM 
Resource Name, and specify the MW amount of such resource’s BRA commitment for which 
they seek protection All notifications are subject to PJM review to ensure the CSP is 
qualified to participate in the DR Transition Provision and approve the maximum MW 
quantity in an LDA (by product type for the 2014/2015 DY) for which the CSP may seek 
protection 

The CSP must demonstrate to PJM no later than 60 days prior to the start of the relevant 
Transition Delivery Year that it has a contract executed on or before April 7, 201 1 for which 
the CSP is unavoidably obligated to pay the end-use customer and that the amounts 
unavoidably owed under the contract exceeds the CSP’s gains on any purchases of 
replacement capacity in Incremental Auctions for the same Delivery Year 

If the CSP is approved by P J M  to qualify for the Alternate DR Transition Credit for a 
Transition Delivery Year, the CSP must submit monthly reports to PJM that describe the 
actual amounts paid and received by the CSP Such reports must: be submitted within 15 
days following the end of each month of the relevant Transition Delivery Year 

The qualified CSP will receive an Alternate DR Transition Credit in an LDA equal to the 
aggregate amount the CSP is unavoidably obligation to pay as verified by PJM minus any 
monetary gains from purchases of replacement capacity Monetary gains are equal to the 
aggregate LDA Auction Credits from BRA -- aggregate LDA Auction Charges for all 
replacement capacity purchased in Incremental Auctions 

The cost of the Alternate DR Transition Credits in an LDA will be allocated to LSEs in the 
zones of the LDA on a pro-rata basis based on the LSE’s daily unforced capacity 
obligations 
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9.1.2 Allocation of Peak-Hour Period Availability Charges 

The Peak-Hour Period Availability Charges for RPM Resource Commitments are allocated 
to those Resource Providers that have a negative Net Peak Period Capacity Shortfalls for 
RPM Resource Commitments in an LDA The amount allocated to these Resource 
Providers is capped at their Net Peak Capacity Shortfall in the LDA times the Daily Peak- 
Hour Period Availability Charge Rate 

The Peak-Hour Period Availability Charges for FRR Resource Commitments are allocated to 
those Resource Providers that have a negative Net Peak Period Capacity Shortfalls for FRR 
Capacity Plan Commitments in an LDA The amount allocated to these Resource Providers 
is capped at their Net Peak Capacity Shortfall in LDA times the Daily Peak-Hour Period 
Availability Charge Rate 

Any remaining balance of Peak-Hour Period Availability Charges is allocated to LSEs who 
were assessed a Locational Reliability Charge and FRR Alternative LSEs with a resource 
portfolio that over performed (i e , FRR LSEs with negative Net Peak Period Capacity 
Shortfalls) The Peak-Hour Period Availability Charges are allocated to these LSEs on a pro- 
rata basis based on their daily unforced capacity obligations 

P eak-Hour Period Availability Charges and Credits are assessed daily and billed 
retroactively for the entire Delivery Year in the September billing cycle after the conclusion of 
the Delivery Year. 

9.1.3 Capacity Resource Deficiency Charge 

The Daily Capacity Resource Deficiency Charge is equal to the Daily Deficiency Rate times 
the Daily RPM Commitment Shortage for generation resource or Demand Resource 

DciiljC’r pReso tm.ccDqSficieiicjC ’licii-ge = Dciilj lDej$c iei ~cyRcrle x Dcii(yRPMCo 11 rii I ilri rei i1Sl7oi*ftrge 

The Daily Deficiency Rate ($/MW-day) is equal to the Party’s Weighted Average Resource 
Clearing Price for such resource plus the higher of 0.2*Party’s Weighted Average Resource 
Clearing Price for such resource or $20/MW-day In the case where a Party’s Weighted 
Average Resource Clearing Price for such resource is equal to $O/MW-day, a PJM 
Weighted Average Resource Clearing Price in an LDA will be used 

A party’s Weighted Average Resource Clearing Price for such resource is determined by 
calculating the weighted average of resource clearing prices for such resource across all 
RPM Auctions, weighted by a party’s cleared and make-whole MWs for such resource 

The PJM Weighted Average Resource Clearing Price in an LDA is determined by calculating 
the weighted average of resource clearing prices in the LDA across all RPM Auctions, 
weighted by the total cleared and make-whole MWs in the LDA 

b a i l y  Capacity Resource Deficiency Charges are assessed daily and billed weekly 

9.1.4 Transmission Upgrade Delay Penalty Charge 

The Daily Transmission Upgrade Delay Penalty Charge is equal to the QTU Delay Penalty 
Rate times the Daily RPM Commitment Shortage for the QTU 

DniLv7hii.Y U i ~ ~ i ’ c i ~ e  D e l c ~ P e i i c i l ~ ~ , ~  limge = QTUDelcyPeiicil!~ &ite x Dr iiIyRPMCo ririiri/~i~eiit~Soi~~c~~~e 
The QTU Delay Penalty Rate is equal to the higher of two times the Locational Price Adder 
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of the LDA into which the QTU is cleared or Net CONE less the Resource Clearing Price in 
the LDA from which the CETL was increased. 

[ Transmission Upgrade Delay Penalty Charges are assessed _____ daily and billed weekly. 
I-_____- 

9.1.5 Generation Resource Rating Test Failure Charge 

The Daily Generation Resource Rating Test Failure Charge shall be equal to the Daily 
Deficiency Rate times the Daily ICAP Shortfall times (1 - Effective EFORd) for a generation 
resource 

<;eiicnii;oiil<e I O I N  c~/&ri i i i~7i .c i l . i r , l l i1 i  ~C'liaiyr = ~rii!i%)~/ic;c.ii~~~/irrir x /kI;!Jf<' l/?Slioi !fii// x (I - EJL;ciiwEFO/&I) 

The Daily Deficiency Rate applied to a Daily ICAP Shortfall for RPM Resource 
Commitments is equal to the Party's Weighted Average Resource Clearing Price for such 
resource plus the higher of 0.2*Party's Weighted Average Resource Clearing Price for such 
resource or $20/MW-day. In the case where a Party's Weighted Average Resource Clearing 
Price for such resource is equal to $O/MW-day, a PJM Weighted Average Resource 
Clearing Price in an LDA will be used. 

The Daily Deficiency Rate applied to a Daily ICAP Shortfall for FRR Resource Commitments 
is equal to 1.2 times the weighted average of the resource clearing prices across all RPM 
Auctions for the LDA encompassing the zone of the FRR Entity, weighted by the quantities 
cleared in the RPM Auctions. 

Generation Resource Rating Test Failure Charges are assessed daily for the entire 
Delivery Year and are billed retroactively for the entire Delivery Year in the June billing cycle 
after the conclusion of the Deliverv Year 1 
9.1.6 Peak Season Maintenance Compliance Penalty Charge 

The Daily PSM Compliance Penalty Charge is equal to the Daily Deficiency Rate times the 
Daily PSM Compliance Shortfall times (1- Effective EFORd) for a generation resource 

The Daily Deficiency Rate applied to a PSM Compliance Shortfall for RPM Resource 
Commitments is equal to the Party's Weighted Average Resource Clearing Price for such 
resource plus the higher of 0.2*Party's Weighted Average Resource Clearing Price for such 
resource or $2O/MW-day. In the case where a Party's Weighted Average Resource Clearing 
Price for such resource is equal to $O/MW-day, a PJM Weighted Average Resource 
Clearing Price in an LDA will be used 

The Daily Deficiency Rate applied to a PSM Compliance Shortfall for FRR Resource 
Commitments is equal to 1 2 times the weighted average of the resource clearing prices 
across all RPM Auctions for the LDA encompassing the zone of the FRR Entity, weighted by 
the quantities cleared in the RPM Auctions 

PSI\ /c f l i i i / J / i ( l i iC~/ '~ i l l i /~ '< ' /7  nrg e = Drii.!~ Dcjic i e i i ~ j  /We x />ai!] I S \  K biii/,lrciiice.'rlio, rjrdl x ( I - I:f/Lciii,eE /Vl<ri) 

PSM Compliance Penalty Charges are assessed each day during the peak season that 
the resource was out-of-service on an unapproved planned or maintenance outage and 
billed retroactively in the June billing cycle after the conclusion of the Delivery Year 
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9.1.7 Load Management Test Failure Charge 

The Daily Load Management Test Failure Charge is equal to the test under compliance 
MWs in the zone for the product type tested times the LM Test Failure Charge Rate 

L.oiitlA’i~iiiii~eiiieti[Te~ /Fi i i I i i id3  arg e = l/Iiilei~Coni~~li~iiiceilll~f x Diii~di~~TLssrFCiilzll cCli at-g eRiiie 

A Provider’s Under-Compliance MWs in a zone for the product type tested will be reduced 
by the summer average of the provider’s Daily RPM/FRR Commitment Shortages in a zone 
for all their Demand Resources in the zone that are of the same product type tested 

The Daily Load Management Test Failure Charge Rate is equal to the Provider’s Weighted 
Daily Revenue Rate in such zone for the product type tested plus the greater of (0 20 times 
the Provider’s Weighted Daily Revenue Rate in such zone for the product type tested, or 
$20/MW-day.) In the case where a Provider’s Weighted Daily Revenue Rate in such zone 
for the product type tested is $O/MW-day, a PJM Weighted Daily Revenue Rate in such 
zone for the product type tested will be used 

Load Management Test Failure Charges are assessed daily and billed monthly (or 
otherwise in accordance with customary PJM billing practices in effect at the time), provided, 
however that a lump sum payment may be required to reflect amounts due, as a result of 
the testing failure, from the start of the Delivery Year to the day that charges are reflected in 

9.A .8 Allocation of Deficiency and Penalty Charges 

The Daily Capacity Resource Deficiency Charges, Daily Transmission Upgrade Delay 
Penalties, Daily Generation Resource Rating Test Failure Charges, and Daily Peak Season 
Maintenance Compliance Penalty Charges, and Load Management Test Failure Charges 
are distributed on a pro-rata basis to LSEs who were charged a Daily Locational Reliability 
Charge for the day in order to compensate for resource adequacy that was not delivered 

Daily Capacity Resource Deficiency Charges, Daily Transmission Upgrade Delay Penalties, 
Daily Generation Resource Rating Test Failure Charges, and Daily Peak Season 
Maintenance Compliance Penalty Charges, and Load Management Test Failure Charges 
are allocated on a pro-rata basis to LSEs based on their daily unforced capacity obligation 

9.1.9 Demand Resource Compliance Penalty Charge 

Penalties and rewards are assessed for PJM-initiated events on an event basis, following a 
com pliance review 

A Demand Resource Compliance Penalty Charge is assessed to those Providers with 
committed registrations that under complied during an event The Load Management 
Compliance Charge for an under compliant registration is equal to the under compliance 
MWs for the dispatched registration in a zone times the Load Management Zonal 
Compliance Penalty Rate applicable to such dispatched registration in a zone 

L,ciCiC~i~//trii~iSeiiieii[~~~~ii~~liiiiic~ Peiiidtj Cli arg E = Uiitki .~~t i i~, l i i i i~ce~i~’V x L,n,iC~iiil~li~iricL‘Peii~il~iR Life 
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The L.M Compliance Penalty Charges will not be assessed to registrations that are 
dispatched on a transmission sub zonal basis for the 2012/2013 and 2013/2014 Delivery 
Years. Effective with the 201412015 Delivery Year, LM Compliance Penalty Charges will not 
be assessed to registrations that are dispatched on a transmission sub zonal basis unless 
such subzone is defined and publicly posted the day before the Load Management Event. 

The LM Compliance Charges for an event for dispatched registrations in a zone of the 
Limited DR product type are assessed daily and initially billed in the third billing month after 
the event occurs (e g , June events will be initially included in the September bill issued in 
October) The initial billing for a LM event will reflect the amounts due from the start of the 
Delivery Year to the last day that it is reflected in the initial billing. The remaining charges for 
such LM event will be assessed daily and billed monthly through the remainder of the 
Delivery Year. The LM Compliance Charges for an event for dispatched registrations in a 
zone of the Annual DR or Extended Summer DR product type are assessed daily and billed 
by the later of the month of June following such Delivery Year or the third billing month 
following the Load Management event that gave rise to such charge. The billing for the Load 
Management event for Annual DR or Extended Summer DR will be in a lump sum and 
reflect the accrued charges for the entire Delivery Year. 

Effective with the 2012/2013 through 2013/2014 Delivery Years, the Daily Load 
Management Zonal Compliance Penalty Rate per MW-event applicable to a registration is 
equal to the lesser of (one divided by the actual number of events during the summer period 
for the dispatched registration in such zone, or 0.50) * Provider's Weighted Daily Revenue 
Rate in such zone for the dispatched registration. In the case where a Provider's Daily 
Revenue Rate in such zone for the dispatched registration is equal to $O/MW-day, a PJM 
Weighted Daily Revenue Rate applicable to such dispatched registration in such zone will 
be used. 

Effective with the 2014/2015 Delivery Year, the LM Compliance Charge for an event for a 
dispatched registration in a zone for the on-peak period (which includes all hours for which a 
Limited Demand Resource would be expected to respond) is equal to the lesser of (one 
divided by the actual number of events during the Delivery Year for the dispatched 
registration in such zone, or 0.50) * Provider's Weighted Daily Revenue Rate in such zone 
for the dispatched registration, multiplied by the net under-compliance in such on-peak 
period for the dispatched registration. In the case where a Provider's Weighted Daily 
Revenue Rate in such zone for the dispatched registration is equal to $O/MW-day, a PJM 
Weighted Daily Revenue Rate applicable to such dispatched registration in such zone will 
be used. 

The LM Compliance Charge for an event for a dispatched registration in a zone for the off- 
peak period (which includes all hours for which a Annual Demand Resource and Extended 
Summer Demand Resource would be expected to respond, but does not include hours in 
on-peak period) is equal to 1/52 times * Provider's Weighted Daily Revenue Rate in such 
zone for the dispatched registration, multiplied by the net under-compliance in such off-peak 
period for dispatched registration. In the case where a Provider's Weighted Daily Revenue 
Rate in such zone for the dispatched registration is equal to $O/MW-day, a PJM Weighted 
Daily Revenue Rate applicable to such dispatched registration in such zone will be used. 

If a Load Management Event is comprised of both an on-peak and off-peak period, then 
such LM Compliance Charge for such event for a dispatched registration will be the higher 
of the LM Compliance Charge calculated based on the rate applied for the on-peak period 
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and the registration’s under-compliance MWs for the event or LM Compliance Charge 
calculated based on the rate applied for off-peak period and the registration’s under- 
compliance MWs for the event 

The total Load Managernent Zonal Compliance Deficiency Penalties assessed to the 
Provider in a Delivery Year is capped at the annual revenue the provider’s Demand 
Resources would receive 

The Demand Resource Compliance Penalty Charges collected from LM Providers with 
under-compliant registrations for an event are allocated on a pro-rata basis to those LM 
Providers with committed registrations that provided load reductions in excess of the amount 
obligated to provide for such event The total event allocation to each over-performing 
registration shall not exceed for each committed registration the volume of excess MWs 
provided by the committed registration during a single event times 1/5 of the provider’s 
weighted daily revenue rate received by the registration dispatched Any Load Management 
Compliance Charges for an event collected from under-compliant registrations of the Limited 
DR product type will be allocated to over-compliant registrations for such event and have the 
same bill timing as LM Compliance Charges for Limited DR for such event Any Load 
Management Compliance Charges for an event collected from under-compliant registrations 
of the Annual DR or Extended Summer DR product type will be allocated to over-compliant 
registrations for such event and have the same bill timing as LM Compliance Charges for 
Annual DR or Extended Summer DR for such event 

Any Demand Resource Compliance Penalty Charges not allocated to over-performing 
Providers are instead allocated to all LSEs in the RTO based on the LSE’s Daily Unforced 
Capacity Obligation 

Any LM compliance credits to LSEs will have the same bill timing as LM compliance credits 
to over-performing providers 

9.1 . I O  Emergency Procedures Charges 

The Emergency Procedures Charges outlined in Schedule 14 of the Reliability Assurance 
Agreement for refusal to comply or failure to employ all reasonable efforts to comply will 
remain in effect, and will be assessed in addition to any penalty described here 

Reliability c 
9.2.1 Calculation of Locational Reliability Charges 

All LSEs pay a Locational Reliability Charge equal to their Daily Unforced Capacity 
Obligation in a zone times the applicable Final Zonal Capacity Price 

Lm~itioiiuI Relicrhilit JJ Clxn ge = Dcii~.I/ijimxd C‘cpcicitji (?bliptimi x Fiiiul Zoiinl Ccpcicitlj PiYm 

Each LSE that serves load in a PJM Zone or load outside PJM using PJM resources (Non- 
Zone Network Load) during the Delivery Year is responsible for paying a Locational 
Reliability Charge equal to their Daily Unforced Capacity Obligation in a Zone times the 
applicable Final Zonal Capacity Price for that Delivery Year 

Locational Reliability Charges are calculated daily and billed weekly during the Delivery I Year 
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9.3.q Calculation of Auction Credits 

Each generation, demand, or Qualified Transmission Upgrade resource provider that clears 
a Sell Offer in an RPM Auction will receive an Auction Credit equal to the MW amount that 
cleared for the resource times the applicable resource's clearing price in the applicable 
auction. 

RPh f A I idioii Ci.etlit.v = A/flVC'letii.etli~t I SM x Res 01 iireC 'let ii YiigPi.ic eiii I .I) 4 

The PJM Generation Deactivation Credits received by units with Reliability Must Run (RMR) 
contracts will be reduced by the Auction Credits received by the RMR unit in a RPM Auction 

If resource provider cannot provide Demand Resource data on individual LDA basis in a 
Zone with multiple LDAs, Demand Resources will be paid a Weighted Zonal Resource 
Clearing Price. The Weighted Zonal Resource Clearing Price for a Zone that includes non- 
overlapping LDAs is the weighted average of the Resource Clearing Prices for such LDAs, 
weighted by the Unforced Capacity of Resources Cleared (including make-whole MWs) in 
each such LDA. If the Zone has a smaller LDA within a larger LDA then the Weighted Zonal 
Resource Clearing Price is calculated using the smaller LDA and the remaining portion of 
the larger LDA. 

1 Auction Credits are be calculated daily and billed _____ weekly durcg the Delivery Year. 
___--I 

9.3.2 Calculation of Auction Charges 

Each resource provider that clears a Buy Bid in the First or Third Incremental Auction will 
receive an Auction Charge (referred to as Resource Substitution Charge in OATT) equal to 
the MW amount that cleared in the LDA times the Resource Clearing Price in the LDA in the 
applicable Incremental Auction 

RPMAuciioii Cli arg e , ~  = All'VClc~ii.edlni 11 i x Resoio cec'lecii iiigPi.icelii I 11 1 

I Auction Charges are calculated daily and billed weekly during the Delivery Year. 

9.3.3 Resource Make-Whole Credit 

Resource Make-Whole Credit is paid to the marginal resource in an RPM auction as 
appropriate to ensure the seller is paid the sell offer MW times the sell offer price Resource 
Make-Whole Credit is equal to the product of the Capacity Resource Clearing Price and the 
quantity difference between the sell offer's minimum MW specification and the cleared MW 
quantity in the RPM Auction. 

Res o i i iw i?  icike - T.f/holeCiw/i t = (il.rirlh.fiV C ? f k i ~ d  - CleoiwlildiY) x Res 01 ii r e  Cleiwii igPi.ic:ei L.II.\ 

Resource Make-Whole Credits from the First or Third Incremental Auctions are charged to 
all cleared buy bids on a pro-rata basis based on the MWs cleared in such auction. 

9.3.4 Capacity Transfer Rights Credit 

Each Zonal Capacity Transfer Rights (CTRs) owner will receive a daily Zonal CTR Credit 
equal to the Zonal CTRs owned multiplied by the Zonal CTR Settlement Rate. Zonal CTRs 
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owned include the Zonal CTRs allocated to an LSE and the results of any CTR transfers 
The Zonal CTR Settlement Rate is the Total Economic Value of CTRs in Zone ($/day) for all 
LDAs in which the zone resides as a result of all RPM Auctions for such Delivery Year 
divided by the maximum LDA CTRs (MWs) allocated to LSEs in a zone 

ZoiiciICTRCiwlit = Zoiid('TR\ 0) I ' i i d  x ZoiiNlC'TR~effleiiiei i f  R L I ~  

Each Incremental CTR owner will receive a daily Incremental CTR Credit equal to the 
Incremental CTRs owned for the LDA multiplied by the LDA Incremental CTR Credit Rate 
Credits will be calculated daily and billed weekly during the Delivery Year 

Iiin.~iiieiitiil(_'TXCS.crjit = IiiCi.eiireiifLiITRs0~Iiiie~l x L,DNIi(.i.Iii~iiICilCTR(_ii.e~lifRfiie 

I CTR Credits will be calculated daily and billed weekly durinq the Delivery Year. 

9.3.5 Auction Specific MW Transaction Credits and Charges 

The Seller of an Auction Specific Capacity Transaction will receive a charge equal to the 
transaction amount (in MW) times the price associated with the transaction The price 
associated with the transaction is a weighted average of the Resource Clearing Prices of the 
resource-specific, auction-specific Cleared MWs identified in the transaction 

Sdlei.C'liwge = Ti iiiis riCfioiiilii?ortiiI x liVei~glitedAveiqge Re .si)iii .~~~Cl~~~i,iiis Price 

The Buyer of an Auction Specific MW Transaction will receive a credit equal to the 
transaction amount (in MW) times the price associated with the transaction 

h'igw ( 5.edit = Ti LiiacrCfioiifliiioiiiit x ~ ~ e i s l i t ~ c ~ ~ ~ ~ e i . ~ i ~ g e  Re soitiwC1ewiiig Price 

Charges and Credits for Auction Specific MW Transactions are calculated daily and 
billed weeklv far the duration of the transaction durina the Delivew Year 

9.3.6 Capacity Export Charges and Credits 

Capacity Export Charge = Export Reserved Capacity * (Final Zonal Capacity Price for the 
Zone encompassing the interface with the Control Area to which the capacity is exported - 
Final Zonal Capacity Price for the Zone in which the resource designated for the export is 
located) 

Where, Export Reserved Capacity = Reserved Capacity of Long-Term Firm Transmission 
Service used for the export 

Capacity Export Credit = Export Customer's Allocated Share * (Final Zonal Capacity Price 
for the Zone encompassing the interface with the Control Area to which the capacity is 
exported -the Final Zonal Capacity Price for the Zone in which the resource designated for 
the export is located) 

Where, 

Export Customer's Allocated Share = (Unforced Capacity imported) * [Export Reserved 
Capacity / (Export Reserved Capacity + Unforced Capacity Obligations of all LSEs in the 
Zone)] 

Unforced Capacity imported = Unforced Capacity imported into the export interface Zone 
from the Zone in which the resource designated for export is located = 
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~_. _.__ ~.~ ." ~ -. 

[(Export Reserved Capacity f Unforced Capacity Obligations of all LSEs in the Zone) - 
(Unforced Capacity cleared in the Zone)] * 

(Ratio, as determined by PJM, of the CETL from the Zone in which the resource designated 
for export is located to the total CETL into the export interface Zone) 

The revenues collected from Capacity Export Charge less the credit provided will be 
distributed to the LSEs in the export-interface Zone that were assessed L.ocational Reliability 
Charge for the delivery year (RPM LSEs) based on their Daily Unforced Capacity 
Obligations 

rovision Credits an 
livery Years) 

9.4.9 DR Transition Credit 

A CSP qualified for a DR Transition Credit in accordance with Section 5 14A of Attachment 
DD of the OATT and Section 8.8 of this manual will receive a DR Transition Credit for a 
cleared buy bid in Transition Delivery Year's Incremental Auction that is charged an 
Incremental Auction Resource Clearing Price that is higher than the Base Residual Auction 
Resource Clearing Price. 

The DR Transition Credit associated with a cleared buy hid in an LDA is equal to (IA LDA 
RCP miniis BRA LDA RCP) multiplied by the lesser of (the approved LDA, product-specific 
MW, or the cleared buy bid MW quantity) 

The DR Transition Credits to qualified CSPs are assessed daily and billed weekly in the 
relevant Transition Delivery Year. 

The cost of the DR Transition Credits for an LDA will be allocated to LSEs serving load in 
the LDA via the LSE's Locational Reliability Charges 

9.4.2 Alternate DR Transition Credit 

A CSP qualified for an Alternate DR Transition Credit in accordance with Section 5 14A of 
Attachment DD of the OATT and Section 8 8 of this manual will receive an Alternate DR 
Transition Credit 

The Alternate DR Transition Credit received by a CSP in an LDA is equal to the aggregate 
amount the CSP is unavoidably obligation to pay as verified by PJM minus any monetary 
gains from purchases of replacement capacity Monetary gains are equal to the aggregate 
LDA Auction Credits from BRA - aggregate LDA Auction Charges for all replacement 
capacity purchased in Incremental Auctions 

The cost of the Alternate DR Transition Credits in an LDA will be allocated to LSEs in the 
zones of the LDA on a pro-rata basis based on the LSE's daily unforced capacity 
obligations 

The Alternate DR Transition Credits to CSPs and Alternate DR Transition Charges to LSEs 
will be assessed daily and retroactively billed monthly during the relevant Transition Delivery 
Year after PJM verifies the amount that CSP is unavoidably obligated to pay (e g , June 
creditslcharges will appear in the July monthly bill issued in August) 
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9.5.4 PRB Commitment Compliance Penalty & Credits 

A PRD Provider with a positive daily commitment compliance shortfall in a sub-zone/zone 
for RPM or FRR will be assessed a Daily PRD Commitment Compliance Penalty. 

The Daily PRD Commitment Compliance Penalty is equal to the MW shortfall in the Sub- 
zone/Zone * Delivery Year Forecast Pool Requirement * PRD Commitment Compliance 
Penalty Rate 

The MW Shortfall in Sub-zone/Zone for RPM is the Daily Nominal PRD Value committed in 
BRA andlor Third IA by the PRD Provider minus the Daily Nominal PRD Value for RPM 
determined from approved and effective PRD registrations for such PRD Provider 

The MW Shortfall in Sub-zonelZone for FRR is the Daily Nominal PRD Value committed for 
FRR by the PRD Provider minus the Daily Nominal PRD Value for FRR determined from 
approved and effective PRD registrations for such PRD Provider. 

The PRD Commitment Compliance Penalty Rate for a PRD Provider that committed PRD 
for RPM is equal to PRD Provider's Weighted Final Zonal Capacity Price in $/MW-Day + 
higher of [0.2 'k PRD Provider's Weighted Final Zonal Capacity Price or $2O/MW-day] 

A PRD Provider's Weighted Final Zonal Capacity Price is the average of the Final Zonal 
Capacity Price and the price component of the Final Zonal Capacity Price due to the Third 
Incremental Auction, weighted by the Nominal PRD Values committed by such PRD 
Provider in Base Residual Auction and Third Incremental Auction. 

The PRD Commitment Compliance Penalty Rate for a PRD Provider that committed PRD 
for FRR is 1 20 times the weighted-average Resource Clearing Price resulting from all RPM 
Auctions for the Delivery Year for the LDA where the FRR PRD commitment resides, 
weight-averaged for the Delivery year based on the prices established and quantities 
cleared in the RPM Auctions for such Delivery Year. 

The revenue collected from assessment of the PRD Commitment Compliance Penalty shall 
be distributed on a pro-rata basis as Daily PRD Commitment Compliance Credit to all 
entities that committed Capacity Resources in the RPM Auctions for such Delivery Year, pro 
rata based on each such entity's daily revenues from Capacity Market Clearing Prices in 
such auctions, net of any daily compliance charges incurred by such entity 

9.5.2 PRD Maximum Emergency Event Compliance Penalty (k Credits 

A PRD Provider with a positive net event compliance shortfall in a sub-zoneizone for a 
Maximum Emergency Event is subject to a PRD Maximum Emergency Event Compliance 
Penalty 

The PRD Maximum Emergency Event Compliance Penalty for the first Maximum 
Emergency Event is the net event compliance shortfall in zone times * Delivery Year 
Forecast Pool Requirement * PRD Event Compliance Penalty Rate. 

The penalty charge for a subsequent Maximum Emergency Event in the sub-zonelzone 
shall be assessed only on the portion of the net event compliance shortfall in the sub- 
zone/zone that exceeds the maximum net event compliance shortfall in any prior Maximum 
Emergency Events 
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The PRD Event Compliance Penalty Rate for RPM PRD is equal to the PRD Provider's 
Weighted Final Zonal Capacity Price in such Zone plus the greater of (0.20 times the PRD 
Provider's Weighted Final Zonal Capacity Price in such Zone or $20/MW-day) times the 
number of days in the Delivery Year. 

A PRD Provider's Weighted Final Zonal Capacity Price is the average of the Final Zonal 
Capacity Price and the price component of the Final Zonal Capacity Price due to the Third 
Incremental Auction, weighted by the Nominal PRD Values committed by such PRD 
Provider in BRA and Third IA. 

The PRD Event Compliance Penalty Rate for FRR PRD is 1.20 times the weighted-average 
Resource Clearing Price resulting from all RPM Auctions for the Delivery Year for the LDA 
where the FRR PRD commitment. resides, weight-averaged for the Delivery year based on 
the prices established and quantities cleared in the RPM Auctions for such Delivery Year 

PRD Maximum Emergency Event Compliance Penalty shall be assessed daily and billed the 
later of (i) third billing month following the Maximum Emergency Event or (ii) the month of 
December of the Delivery Year. 

The revenue collected from assessment of the PRD Maximum Emergency Event 
Compliance Penalty shall be distributed on a pro-rata basis as Daily PRD Maximum 
Emergency Event: Compliance Credit to all entities that committed Capacity Resources in 
the RPM Auctions for such Delivery Year, pro rata based on each such entity's daily 
revenues from Capacity Market Clearing Prices in such auctions, net of any daily 
compliance charges incurred by such entity. 

9.5.3 PRD Test  Failure Charges CE: Credits 

Each PRD Provider with a positive net testing shortfall in a zone will be assessed PRD Test 
Failure Charge. 

The PRD Test Failure Charge is equal to the net. testing shortfall in zone times * Delivery 
Year Forecast Pool Requirement * PRD Test Failure Charge Rate 

The PRD Test Failure Charge Rate for RPM PRD is equal to the PRD Provider's Weighted 
Final Zonal Capacity Price in such Zone plus the greater of (0.20 times the PRD Provider's 
Weighted Final Zonal Capacity Price in such Zone or $20/MW-day) times the number of 
days in the Delivery Year. 

A PRD Provider's Weighted Final Zonal Capacity Price is the average of the Final Zonal 
Capacity Price and the price component of the Final Zonal Capacity Price due to the Third 
Incremental Auction, weighted by the Nominal PRD Values committed by such PRD 
Provider in BRA and Third IA. 

The PRD l e s t  Failure Charge Rate for FRR PRD is 1.20 times the weighted-average 
Resource Clearing Price resulting from all RPM Auctions for the Delivery Year for the LDA 
where the FRR PRD commitment resides, weight-averaged for the Delivery year based on 
the prices established and quantities cleared in the RPM Auctions for such Delivery Year. 

The PRD Test Failure Charge shall be assessed daily and charged monthly (or otherwise in 
accordance with customary PJM billing practices in effect at the time); provided, however, 
that a lump sum payment may be required to reflect amounts due, as a result of a test 
failure, from the start of the Delivery Year to the day that charges are reflected in regular 
billing. 
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The PRD Test Failure Charge shall be assessed daily and billed retroactively in the August 
bill issued in Septernber after the conclusion of the Delivery Year 

The revenue collected from assessment of the PRD Test Failure Charges shall be 
distributed on a pro-rata basis as Daily PRD Test Failure Credits to all entities that 
committed Capacity Resources in the RPM Auctions for such Delivery Year, pro rata based 
on each such entity's daily revenues from Capacity Market Clearing Prices in such auctions, 
net of any daily compliance charges incurred by such entity 

9.5.4 LSE PRD Credit 

The Load Serving Entity (LSE) identified in the PRD registration that is associated with load 
served under RPM will receive a Daily LSE PRD Credit each day that the PRD registration is 
effective The LSE (FRR Entity) identified in the PRD registration that is associated with load 
served under the FRR Alternative will not receive a Daily LSE PRD Credit 

LSE PRD Credit = [( Share of Zonal Nominal PRD Value committed in Base Residual 
Auction * (FZWNSP/FZPLDY) * Final Zonal RPM Scaling Factor * FPR * Final Zonal 
Capacity Price) -t (Share of Zonal Nominal PRD Value committed in Third Incremental 
Auction * (FZWNSP/FZPLDY) Final Zonal RPM Scaling Factor * FPR * Final Zonal 
Capacity Price * Third Incremental Auction Component of Final Zonal Capacity Price stated 
as a Percentage)] 

Where 

Share of Zonal Nominal PRD Value Committed in Base Residual Auction = Nominal PRD 
Value for such registration/Total Zonal Nominal PRD Value of all Price Responsive Demand 
registered by the PRD Provider of such registration * Zonal Nominal PRD Value committed 
in the Base Residual Auction by the PRD Provider of such registration 

Share of Zonal Nominal PRD Value Committed in Third Incremental Auction = Nominal PRD 
Value for such registrationlTota1 Zonal Nominal PRD Value of all Price Responsive Demand 
registered by the PRD Provider of such registration "Zonal Nominal PRD Value committed in 
the Third Incremental Auction by the PRD Provider of such registration 

FZPLDY = Final Zonal Peak Load Forecast for such Delivery Year, and 

FZWNSP = Zonal Weather-Normalized Peak Load for the summer concluding prior to the 
commencement of such Delivery Year 

When the PRD registration is associated with a sub-zone, the Share of the Nominal PRD 
Value Committed in Base Residual Auction or Third Incremental Auction will be based on 
the Nominal PRD Values committed and registered in a sub-Zone 

A Load Serving Entity will receive a LSE PRD Credit: for each approved Price Responsive 
Demand registration that is effective and applicable to load served by such Load Serving 
Entity on a given day The total daily credit to an LSE in a Zone shall be the sum of the 
credits received as a result of all approved registrations in the Zone for load served by such 
LSE on a given day Although the PRD Credit is assessed to the LSE of record in the 
registration, all PRD performance penalties are assessed to the PRD Provider associated 
with such registration 

~- 
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Welcome to the eRPM section of the PJM Manual for the PJM Capacity Market. In this 
section, you will find the following information. 

8 A description of the PJM eRPM Auction system (see "PJM eRPM Overview") 

PJM eRPM is an Internet application that allows Market. Participants to participate in PJM's 
RPM Auctions and view load and obligation data. Figure 9.1 presents a conceptual view of 
the RPM auction subsystems. 

1 Accounting & Billing 

Exhibit 4 RPM Aiicfion Subsystems 

The Market User Interface (MUI) allows rnarket participants to 
0 Maintain their resource portfolio by increasing or decreasing their installed capacity 

values for generation, demand resources, and energy efficiency resources via 
Capacity Modifications, Demand Resource Modifications, and Energy Efficiency 
Modifications 

Report Unit Specific Bilateral Transactions with a cotinterparty 

Report Auction Specific MW Transactions with a counterparty E 

o Report Locational UCAP Transactions 

LI Report Cleared Buy Bid Transactions 

o Submit Resource Offers to sell capacity into an RPM auction 

o Submit replacements for RPM Auction Commitments 

0 View Auction Results 

e 

a 

View load and obligation data 

View deficiency data related to RPM Auction Commitments 
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All data entered into the MU1 is validated and entered into the RPM database by the MIJI. 

The RPM auction subsystem consists of the following three components 

o Pre-processing Fnnctiori - performs all activities necessary to setup Auctions, 
including specifying the Planning Year Parameters as inputs into the solution and 
evaluating submitted resource offers 

Optimization Engine - performs auction clearing process to ensure the most 
economical capacity threshold is met Assigns unit commitments based on the 
entered offers, demand curves, and specific planning year parameters 

Post-processing Function - ensures that the appropriate data items are transferred 
to the RPM auction database for posting on the MU1 and ensures the results are 
transferred to the accounting and billing subsystems 

o 

, __.I_ 
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Welcome to the Fixed Resource Reqr/iremeiit Alfernafive section of the PJM Manual for the 
PJM Capacity Markets In this section, you will find the following information 

An overview of the Fixed Resource Requirement Alternative (see “Overview of the 
Fixed Resource Requirement Alternative”) 

The business rules for determining Load Obligations in FRR (see “Load Obligations”) 

The business rules for creating the Capacity Plan in FRR (see “Capacity Plan”) 

The business rules for supply resources in the FRR Alternative (see “Supply 
Resources in the FRR Alternative” 

The business rules for locational constraints in the FRR Alternative (see “Locational 
Constraints in the FRR Alternative”) 

The conditions on sales by FRR Entities (see “Conditions on Sales by FRR Entities”) 

The business rules for Delivery Year Activity (see “Deliver Year Activity”) 

The business rules for the calculation of deficiency charges and penalties (see 
“Deficiency Charges and Penalties”) 

The business rules for the allocation of deficiency charges (see “Allocation of 
Deficiency Charges”) 

The business rules for Auction Specific MW Transactions (see “Auction Specific MW 
Transactions” 

4.d  Overview 

1 .I .1 Definition and Purpose of Fixed Resource Requirement Alternative 

The purpose of the Fixed Resource Requirement (FRR) Alternative is to provide a Load 
Serving Entity (LSE) with the option to submit a FRR Capacity Plan and meet a fixed 
capacity resource requirement as an alternative to the requirement to participate in the PJM 
Reliability Pricing Model (RPM), which includes a variable capacity resource requirement 

The FRR Alternative allows an LSE, subject to certain conditions, to avoid direct 
participation in the RPM Base Residual Auctions and the Incremental Auctions, however, 
such LSE is required to submit a FRR Capacity Plan to satisfy the unforced capacity 
obligation for all loads in an FRR Service Area, including all expected load growth in the 
FRR Service Area 

An LSE serving load in an FRR Service Area under the FRR Alternative does not pay an 
RPM Locational Reliability Charge. The portions of capacity resources included in an LSE’s 
FRR Capacity Plan do not receive any RPM Resource Clearing Prices 

11.1.2 Implementation of the FRR Alternative 

PJM’s Planning Period is defined as an annual period from June 1 to May 31 The Delivery 
Year is the Planning Period for which resources are being committed and for which a 
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constant load obligation for the entire PJM region exists For example, the 2012/2013 
Delivery Year corresponds to the June 1, 2012-May 31, 2013 Planning Period 

11 .1 .3 Participation in the FRR Alternative 

An LSE may participate in the Fixed Resource Requirement (FRR) Alternative and avoid 
participation in RPM, only if the LSE meets the eligibility requirements of the Fixed Resource 
Requirement (FRR) Alternative as defined in Schedule 8 1 of the Reliability Assurance 
Agreement (RAA) 

To elect the FRR Alternative, an LSE must notify PJM of such election in writing at least two 
months before the conduct of the Base Residual Auction (BRA) for the first Delivery Year 
that such election is to be effective 

The election of the FRR Alternative shall be for a minimum term of five consecutive Delivery 
Years 

The written election notification must provide adequate information to demonstrate that the 
LSE meets the eligibility requirements of the FRR Alternative and that the FRR Service Area 
identified to be served by the LSE under the FRR Alternative complies with the meaning of 
an FRR Service Area as defined in the RAA. The written election must also indicate whether 
or not the LSE intends to sell capacity resources to a direct or indirect purchaser that may 
use such capacity resources in any RPM Auctions or as replacement resources in RPM or 
whether the LSE intends to serve load in another area under RPM. 

Within ten business days of the receipt of the written election notification, PJM will validate 
that the LSE meets the eligibility requirements of the FRR Alternative. PJM will also request 
confirmation from the EDC that the identified FRR Service Area is metered and complies 
with the meaning of an FRR Service Area as defined in the RAA. PJM will (1) notify such 
LSE in writing that its election of the FRR Alternative is valid and the appropriate 
modifications to the eRPM database have been completed to allow the LSE to submit a 
FRR Capacity Plan through the eRPM system or (2) notify an LSE in writing that its election 
of the FRR Alternative is invalid since it did not meet the eligibility requirements of the FRR 
Alternative or that the identified FRR Service Area does not comply with the meaning of an 
FRR Service Area as defined in the RAA. 

If PJM has provided written notice to an LSE that its election of the FRR Alternative is 
invalid, the LSE will be required to serve its load under the RPM for the Delivery Year such 
election was to be effective. 

If PJM has provided written notice to an LSE that its election of the FRR Alternative is valid, 
an LSE must submit its initial FRR Capacity Plan through the eRPM system at least one 
month prior to the conduct of the Base Residual Auction for the first Delivery Year that such 
election is to be effective. 

An LSE may terminate its election of the FRR Alternative effective with the commencement 
of any Delivery Year following the minimum term of five consecutive Delivery Years. Written 
notice of such termination must be provided to PJM no later than two months prior to the 
Base Residual Auction (BRA) for such Delivery Year 

An LSE that has terminated its election of the FRR Alternative shall not be eligible to re-elect 
the FRR Alternative for a period of five consecutive Delivery Years following the effective 
date of such termination 
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In the event of a State Regulatory Structural Change as defined in the RAA, an LSE may 
elect or terminate its election of the FRR Alternative effective as to any Delivery Year by 
providing written notice to PJM of the election or termination of FRR Alternative The written 
notice shall be provided in good faith as soon as the LSE becomes aware of such State 
Regulatory Change, but no later than two months prior to the BRA for such Delivery Year 

To facilitate the election and notices required by the FRR Alternative, the following 
information shall be posted by PJM by February 1 prior to the conduct of RPM's Base 
Residual Auction for the Delivery Year 

Preliminary RTO and Zonal Peak Load Forecasts 

LDAs modeled in the Base Residual Auction 

Short-Term Resource Procurement Target 

Installed Reserve Margin (IRM) 

Pool-wide Average EFORd 

Forecast Pool Requirement (FPR) 

Demand Resource (DR) Factor 

Reliability Requirements of the PJM Region and each modeled LDA 

Variable Resource Requirement (VRR) Curves of the PJM Region and each 
modeled LDA 

CETO and CETL values for each modeled LDA 

Minimum Annual Resource Requirements and Minimum Extended Summer 
Resource Requirements for the PJM Region and each Modeled LDA (for the 
2014/2015 Delivery Year and beyond) 

Transmission Upgrades projected to be in service for the Delivery Year 

Cost of New Entry (CONE) for the PJM Region and each modeled LDA 

Net Energy and Ancillary Services Revenue Offset of the PJM Region and each 
modeled LDA 

Base Zonal FRR Scaling Factor 

Percentage of Internal Resources Required in an LDA 

Deadline for FRR Capacity Plan Submittal 

Auction Credit Rate 

LSEs electing the FRR Alternative will be subject to the same credit requirements as 
suppliers of resources into the RPM auctions, to the extent that they submit as part 
of their FRR Capacity Plan any resources for which credit would be required if 
offered into an RPM auction 

Any credit provided by an LSE to satisfy its credit requirements under the FRR 
Alternative must be established prior to the deadline for submitting the FRR Capacity 
Plan 
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Similar to RPM load obligations, FRR load obligations are calculated in two steps First, prior 
to the RPM Base Residual Auction based on Preliminary Zonal Peak Load Forecast, then 
prior to the Third Incremental Auction based on the Final Zonal Peak Load Forecast Base 
and Final Zonal FRR Scaling Factors and Forecast Pool Requirement are used in 
calculating the FRR Entity Unforced Capacity Obligations 

1 1.2.1 Preliminary Unforced Capacity Obligation 

PJM will notify the Electric Distribution Company (EDC) that an election of the FRR 
Alternative was made by an LSE in their zone within two business days of the receipt of the 
written election notification 

An approved FRR Service Area will become a defined "area" within a zone in the eRPM 
system 

Only one LSE shall be responsible for serving the entire load in an FRR Service Area 

The Electric Distribution Company (EDC) is responsible for allocating the Zonal Weather 
Normalized Summer Peak for the summer four years prior to the Delivery Year and 
providing to PJM a Base Obligation Peak Load allocation for the FRR Service Area(s) in 
their zone within five business days of the receipt of notice of an FRR Service Area within 
their zone 

The Prelirninary Daily Unforced Capacity Obligation of an LSE serving load in an FRR 
Service Area in a zone equals the LSE's Base Obligation Peak Load in the zone/area * the 
Base Zonal FRR Scaling Factor * the Forecast Pool Requirement: 

The Preliminary Daily lJnforced Capacity Obligation of an LSE serving load in an FRR 
Service Area shall be reduced by the Nominal PRD Value associated with such load that 
was approved by PJM in advance of the BRA for such Delivery Year, multiplied by the BRA 
Forecast Pool Requirement 

The Base Zonal FRR Scaling Factor is equal to Preliminary Zonal Peak Load Forecast 
divided by the Zonal Weather Normalized Summer Peak for the summer four years prior to 
the Delivery Year The Base Zonal FRR Scaling Factor is posted by February 1 three years 
prior to the Delivery Year 

The EDC is responsible for allocating the Zonal Weather Normalized Summer Peak for the 
summer one year prior to the Delivery Year and providing to PJM a Final Obligation Peak 
Load allocation for the FRR Service Area(s) in their zone by December 31 prior to the start 
of the Delivery Year 

The Final Zonal FRR Scaling Factor is equal to Final Zonal Peak Load Forecast divided by 
the Zonal Weather Normalized Summer Peak for the summer one year prior to the Delivery 
Year. The Final FRR Zonal Scaling Factor is posted by PJM by February 1 prior to the 
Delivery Year 

The following parameters used in the determination of FRR load obligations are determined 
in accordance with Section 2 of this manual Preliminary and Final Zonal Peak Load 
Forecasts, Zonal Weather Normalized Summer Peaks, Forecast Pool Requirement (FPR), 
Installed Reserve Margin (IRM), and Pool-wide Average EFORd 
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1 1.2.2 Treatment of Non-Zone Load 

Treatment of Non-Zone Load IS similar to the treatment: under RPM The FRR Alternative is 
available to an LSE serving Non-Zone Load if the LSE meets the eligibility and election 
requirements of the FRR Alternative 

Non-Zone Load is the load that is located outside of the PJM Region served by a PJM Load 
Serving Entity using PJM internal resources Non-Zone Load is included in the load of the 
Zone from which the load is served 

Non-Zone Load may be Nan-Zone Network Load (Tariff 1 27B) that is charged a Network 
Integration Transmission Service (NITS) charge (Tariff Attachment H-A) or other load that 
may be 'grandfathered' from the NITS charge. 

PJM forecasts the Preliminary Non-Zone Load for the RPM Delivery Year and includes it in 
the Preliminary RTO Forecast Peak Load and the Preliminary Zonal Forecast Peak Load of 
the Zone from which the Non-Zone Load is served, by February 1 prior to the Base Residual 
Auction 

To serve Non-Zone Load in a Delivery Year under the Fixed Resource Requirement 
Alternative, the Non-Zone Load should be included in the Preliminary RTO Forecast Peak 
Load and the Preliminary Zonal Forecast Peak Load prior to the RPM Base'Residual 
Auction for the Delivery Year In addition, the LSE must satisfy the eligibility and election 
requirements of the FRR Alternative 

PJM forecasts the final forecast of the Non-Zone Load and includes it in the Final RTO 
Forecast Peak Load and the Final Zonal Forecast Peak Load that is posted one month prior 
to the Third Incremental Auction 

EDC that is responsible to determine the Obligation Peak Loads for the Zone will also 
establish the Obligation Peak Load associated with the Non-Zone Load by December 31 
prior to the start of the Delivery Year. 

The LSE serving the Non-Zone Load cinder the FRR Alternative will be responsible to 
commit resources in their FRR Capacity Plan to cover the non-zone load 

11.2.3 Annexation Ek Switching of Load 
The following business rules address the annexation of service territory by a Public Power 
Entity and load switching between FRR Entity and RPM LSEs If an LSE that is a Public 
Power Entity annexes service territory to include new customers on sites where no load had 
previously existed, the incremental load will be treated as unanticipated load growth, and the 
LSE must commit additional resources to cover the additional load obligation associated 
with this annexed load 

If an LSE that is a Public Power Entity annexes service territory and the load was already 
included in the Base Residual Auction, the LSE cannot cover the incremental load obligation 
using the excess of reso~irces from their FRR Capacity Plan Instead, the LSE will pay the 
RPM L.ocational Reliability Charge for this incremental load obligation (including any 
additional demand curve obligation) since RPM process has already procured capacity 
resources to cover this load The charges collected from the LSE will be used to pay 
capacity resources that that cleared in the Base Residual Auction for that LDA 
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If an LSE that is a Public Power Entity annexes service territory and the Base Residual 
Auction was not held, the LSE must commit resources to cover this incremental load 
obligation in its FRR Capacity Plan 

If an LSE that: has not elected the FRR Alternative acquires load from an FRR LSE after the 
Base Residual Auction, the shifted load will be considered as unanticipated load growth for 
purposes of determining whether to hold the RPM Second Incremental Auction If a Second 
Incremental Auction is held, the FRR LSE will have a must offer requirement for sufficient 
capacity to meet the load obligation of the shifted load If no Second Incremental Auction is 
held, the FRR LSE may sell its excess capacity into RPM Auction or bilaterally 

If an LSE that has not elected the FRR Alternative acquires load from an FRR LSE and the 
Base Residual Auction has not been conducted for a Delivery Year, the FRR LSE should no 
longer commit capacity resources for the shifted load in its FRR Capacity Plan PJM will 
include the shifted load in the future Base Residual Auctions 

a 1.3 Capacity 
The mast important: requirement in electing FRR Alternative is for the FRR Entity to commit 
Capacity Resources to meet their daily unforced capacity obligations, any applicable 
Percentage of Internal Resources Required in an LDA, plus any additional threshold if the 
FRR Entity plans to sell capacity. Failure to commit the required resources would result in 
FRR Commitment Insufficiency Charge and ineligibility to continue the FRR Alternative An 
FRR Capacity Plan is the long-term plan for the commitment of Capacity Resources to 
satisfy the daily zonal unforced capacity obligations of an LSE that has elected the FRR 
Alternative in an FRR Service Area and any applicable Percentage of Internal Resources 
Required in a Locational Deliverability Area (LDA). 

If the LSE intends to sell capacity resources ta a direct or indirect purchaser that may use 
such a resource in any RPM Auctions or as a replacement resource in RPM, the LSE must 
also maintain a Threshold Quantity in its FRR Capacity Plan prior to the Delivery Year. 

The Threshold Quantity is equal to the Preliminary Daily Unforced Capacity Obligation plus 
the lesser of (a) 0.03 * Preliminary Daily Unforced Capacity Obligation or (b) 450 MW. 

An LSE must submit an initial FRR Capacity Plan at least one month prior to the conduct of 
the Base Residual Auction for the first Delivery Year by demonstrating that it has sufficient: 
capacity resources in its FRR resource portfolio in eRPM to satisfy: 

LSE’s Preliminary Daily Unforced Capacity Obligations by zone for its FRR Service 
Area; 

any applicable Percentage of Internal Resources Required in LDA, 

a the Minimum Annual Resource Requirement and Minimum Extended Summer 
Resource Requirement; and 

o Threshold Quantity, if applicable. 

o 

If the initial FRR Capacity Plan does not satisfy the LSE’s Preliminary Daily Zonal Unforced 
Capacity Obligations, any applicable Percentage of lnt,ernal Resources Required in LDA, 
and Threshold Quantity, if applicable, by the posted Deadline for FRR Capacity Plan 
Submittal, the LSE’s election of the FRR Alternative will not be approved by PJM. The LSE 

PJM 0 2013 
Revision 18, Effective Date 03/28/20 13 

148 



KPSC Case No 2013-00144 
KIUC's First Set of Data Requests 
Received May 10,201 3 
Item No 20 
Attachment 1 
Page 158 of 194 

Manual 18 PJM Capacity Market 
Section 1 1 Fixed Resource Requirement Aliernative 

. -_ - ___ __ - - - - - 

will be required to serve its entire load in the FRR Service Area under the RPM for the 
Delivery Year such election was to be effective. 

An LSE must annually demonstrate through the eRPM system no later than one month prior 
to the Base Residual Auction for each succeeding Delivery Year that it has extended the 
commitment of sufficient capacity resources to satisfy: 

o LSE's Preliminary Daily Unforced Capacity Obligations by zone for its FRR Service 
Area; 

o any applicable Percentage of Internal Resources Required in LDA; 

o the Minimum Annual Resource Requirement and Minimum Extended Summer 
Resource Requirement; and 

a Threshold Quantity, if applicable 

if the FRR Capacity Plan for a succeeding Delivery Year does not satisfy the LSE's 
Preliminary Daily Unforced Capacity Obligations, any applicable Percentage of Internal 
Resources Required in LDA, and Threshold Quantity, if applicable, by the posted Deadline 
for FRR Capacity Plan Submittal, the LSE will be assessed an FRR Commitment 
Insufficiency Charge for any shortage of unforced capacity in meeting the Percentages of 
internal Resources Required in LDA or the Preliminary Daily Unforced Capacity Obligations 
(including any Threshold Quantity) for any remainder of the minimum term of the FRR 
election. The FRR Commitrnent Insufficiency Charge in a zone is equal to two times the 
Cost of New Entry ($/MW-Year) in the zone times the shortage of unforced capacity 
resources in meeting the obligation. The shortage is defined as the shortage in meeting the 
Percentage of internal Resources Required in LDA plus any additional shortage in meeting 
the Preliminary Daily Unforced Capacity Obligation including any Threshold Quantity 
Requirement. The shortage amount identified in the first delivery year that this charge is to 
be assessed is to be applied in the remaining delivery years that the charge is to be 
assessed. 

FRR Commitment Insufficiency Charges are allocated on a pro-rata basis to all other LSEs 
(including RPM LSEs) in the RTO based on their Daily Unforced Capacity obligations. 

Existing generation, planned generation, bilateral contracts for unit-specific capacity 
resources, existing demand resources, planned demand resources, and energy efficiency 
resoiJrces may be used in the FRR Capacity Plan if these products meet the requirements 
specified in the PJM Agreements and Business Rules. 

Existing generation that is located outside of the PJM market footprint may be used in the 
FRR Capacity Plan if the external generation meets the requirements specified in PJM 
Agreements and Section 4 of this manual. 

At the FRR Entity's election, the UCAP MW quantity of generation resources that are 
committed to the initial FRR Capacity Plan will be determined using the lower of the 
generation resources' EFORd calculated based on outage data for the 12 months ending 
September 30th prior to the Base Residual Auction or the 5 Year Average EFORd based on 
outage data for the 12 months ending September 30th prior to the Base residual Auction 

At the FRR Entity's election and only for the purposes of evaluation of the initial FRR 
Capacity Plan, the 5 Year Average EFORd for a generation resource having an effective 
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EFORd of 25% or higher may be recalculated excluding outage data for the most recent one 
year period. 

The EFORd applied to the Final FRR Capacity Plan evaluated prior to the Delivery Year will 
be determined by PJM using the forced outage data for the 12 months ending September 
30th prior to the Delivery Year. 

Qualifying Transmission Upgrades may be used to reduce the Percentage of Internal 
Resources Required in an LDA for the FRR LSE if the Qualifying Transmission Upgrade 
meets the requirements specified in the PJM Agreements and Section 4 of this manual 

A capacity resource used in an FRR Capacity Plan must be on a unit-specific basis, and 
may not include “slice of system” or similar agreements that are not unit-specific 

An LSE’s FRR Capacity Plan for the Delivery Year shall not include any capacity resource 
that cleared in any RPM Auction for such Delivery Year. 

Any capacity resource that was not offered or offered but did not clear in any RPM Auction 
for such Delivery Year may be included in an FRR Capacity Plan. 

An LSE’s FRR Capacity Plan for the Delivery Year may include resources that are 
committed for less than a full Delivery Year, however, the FRR Capacity Plan in aggregate 
must satisfy all obligations for the Delivery Year. 

If an LSE has committed capacity to meet a Threshold Quantity, the LSE shall maintain 
such resources until the Delivery Year’s Final Unforced Capacity Obligation and final 
requirements (Percentage of Internal Resources Required in LDA, Minimum Annual 
Resource Requirement, and Minimum Extended Summer Resource Requirements) are 
known. The LSE may use such resources during the Delivery Year to meet any increased 
capacity obligation resulting from an increase in Final Obligation Peak Load from Base 
Obligation Peak Load, or sell the resources to another FRR Entity in PJM or to an External 
Party. 

All generation resources that have a FRR Capacity Plan Commitment must offer into PJM’s 
Day Ahead Energy Market. Demand Resources must be registered to participate in the Full 
Program Option of the Emergency Load Response Program and thus be available for 
dispatch during PJM-declared emergency event. 

lternative 
The supply resources available and the qualification requirements for use in FRR Capacity 
Plans are very similar to RPM resources. 

11 .4.4 Resource Portfolio 
An FRR Entity must specify through the eRPM system, before the FRR Capacity Plan 
Submittal Deadline, the amounts of installed capacity from resources in their eRPM resource 
portfolio that are being committed to their FRR Capacity Plan for the Delivery Year 

A party’s Daily Generation Resource Position is calculated dynarnicaily by the eRPM system 
for each unit and is equal to the Daily ICAP Owned on a unit multiplied by one minus the 
unit’s Effective EFORd. 
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The Daily ICAP Owned on a unit is calculated by adding the ICAP Value of a unit as 
determined by a party’s approved Capacity Modifications to ICAP amounts transacted 
through a party’s approved unit-specific bilateral sales/purchases. 

The Installed Capacity (ICAP) Value of a unit is based on the summer net dependable rating 
of the unit as determined in accordance with PJM’s Rules and Procedures for the 
Determination of Generating Capability 

The EFORd of a unit is based on forced outage data from an October through September 
period 

If a unit does not have a full one-year history of forced outage data, the EFORd will be 
calculated using class average EFORd and the available history as described in the 
Reliability Assurance Agreement, Schedule 5, Section B. 

New units are initially assigned a class average EFORd. 

The class average EFORds that are used by PJM to calculate a unit’s EFORd are posted to 
the PJM website by November 30 prior to the Delivery Year. 

The Effective EFORd is the EFORd that is effective for the delivery day in the eRPM system 

Prior to the Delivery Year, the Effective EFORd is the most recently calculated EFORd that 
has been bridged to the eRPM system. 

During the Delivery Year, the Effective EFORd is based on forced outage data from the 
October through September period prior to the Delivery Year. 

The EFORd that is effective for the Delivery Year is considered locked in the eRPM system 
by November 30 prior to the execution of the Third Incremental Auction. 

A unit that is in a party’s Generation Resource portfolio in eRPM may be committed to FRR 
Capacity Plan if the party has Daily Available ICAP to commit from the unit for the entire 
term of the commitment specified in the FRR Capacity Plan.’’ If the party’s Daily Available 
ICAP for the unit varies for the term of the commitment specified in the FRR Capacity Plan, 
only the minimum Daily Available ICAP may be committed for the term of the commitment 
specified in the FRR Capacity Plan. 

For a party, the Daily Available ICAP to commit on a unit is equal to Daily ICAP Owned - 
(Daily RPM Resource Commitments/( I-Effective EFORd)) - Daily FRR Capacity Plan 
Commitments 

A party’s Daily RPM Resource Commitments for a specific generating unit are calculated by 
adding the sum of any UCAP Cleared plus UCAP Makewhole for such unit in RPM Auctions 
to decreases/increases of RPM Resource Commitments due to approved unit-specific 
bilateral sales/purchases of cleared capacity, approved locational UCAP transactions, and 
the specification of replacement resources 

A party’s Daily FRR Capacity Plan Commitments for a specific generating unit are equal to 
the total amount of installed capacity that was committed from the unit for the FRR Capacity 
Plan. 

A party’s Daily FRR Generation Resource Position for a specific unit is calculated by 
multiplying the Daily FRR Capacity Plan Commitments by ( 1  -Effective EFORd). 

The term of the resource’s commitment to the FRR Capacity Plan inay be less than a Delivery Year. 11 
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An LSE’s Daily Total FRR Generation Resource Position is calculated by summing the Daily 
FRR Generation Resource Positions of all units in their resource portfolio in eRPM 

An LSE’s Daily LDA FRR Generation Resource Position is calculated by summing the Daily 
FRR Generation Resource Positions of all units in the LDA. 

A party’s Daily Nominated DR Value for a specific demand resource is equal to the Daily 
Nominated DR Value as determined by party’s “Provisionally Approved” or “Approved” DR 
Modifications. 

A party’s Daily Demand Resource Position for a Demand Resource is calculated 
dynamically by the eRPM system and is equal to the Daily Nominated DR Value * DR Factor 
* Forecast Pool Requirement. 

A Demand Resource that is in a party’s Demand Resource portfolio may be committed to 
the FRR Capacity Plan, if there is Daily Available ICAP to commit from the Demand 
Resource for the entire term of the commitment specified in the FRR Capacity Plan. 

For a party, the Daily Available ICAP for a specific demand resource is equal to the 
resource’s Daily Nominated DR Value ((Daily RPM Resource Commitments/(DR Factor 
*Forecast Pool Requirement)) - Daily FRR Capacity Plan Commitments 

A party’s Daily RPM Resource Commitments for a specific demand resource are calculated 
by adding the sum of any UCAP Cleared plus UCAP Makewhole for such demand resource 
in RPM Auctions to decreaseslincreases of RPM Resource Commitments due to the 
specification of replacement resources, approved unit specific transactions for cleared 
capacity, and approved locational UCAP transactions 

A party’s Daily FRR Capacity Pian Commitments for a specific demand resource are equal 
to the total amount of Nominated DR that was committed from the Demand Resource for the 
FRR Capacity Plan. 

A party’s Daily FRR Demand Resource Position for a specific demand resource is equal to 
Daily FRR Capacity Plan Commitments* DR Factor* Forecast Pool Requirement 

A LSE’s Daily Total FRR Demand Resource Position is equal to the sum of the Daily FRR 
Demand Resource Position of all demand resources in their resource portfolio in eRPM 

A LSE’s Daily LDA FRR Demand Resource Position is calculated by summing the Daily 
FRR Demand Resource Positions of all demand resources in the LDA 

A party’s Daily FRR Capacity Plan Commitments for a specific E€ Resource are equal to the 
total amount of Nominated EE that was committed from the EE Resource for the FRR 
Capacity Plan. 

A party’s Daily FRR EE Resource Position for a specific EE Resource is equal to Daily FRR 
Capacity Plan Commitments* DR Factor” Forecast Pool Requirement 

A LSE’s Daily Total FRR EE Resource Position is equal to the sum of the Daily FRR EE 
Resource Position of all EE resources in their resource portfolio in eRPM. 

A LSE’s Daily LDA FRR E€ Resource Position is calculated by summing the Daily FRR EE 
Resource Positions of all EE resources in the LDA 
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An LSE's Daily Total FRR Resource Position is calculated by summing the Daily FRR 
Generation Resource Positions, Daily FRR Demand Resource Positions, and Daily FRR EE 
Resource Positions of all resources in their eRPM resource portfolio. 

After the FRR Capacity Plan Submittal Deadline, an LSE's Daily Total FRR Resource 
Position is compared to their Daily Preliminary Unforced Capacity Obligation to determine if 
the LSE has satisfied their Preliminary Unforced Capacity Obligation for the entire Delivery 
Year. 

After the FRR Capacity Plan Submittal Deadline, an LSE's Daily Total FRR Resource 
Position is compared to their Daily Threshold Quantity, if applicable, to determine if the LSE 
has satisfied their Daily Threshold Quantity for the entire Delivery Year. 

During the Delivery Year, an LSE's Daily Total FRR Resource Position is compared to their 
Daily Final Unforced Capacity Obligation to determine if a Capacity Resource Deficiency 
Charge is to be assessed. 

An LSE's Daily LDA FRR Resource Position is calculated by summing the Daily LDA FRR 
Generation Resource Positions, Daily LDA FRR Demand Resource Positions, and Daily 
LDA FRR EE Resource Positions of all resources in their RPM resource portfolio 

After the FRR Capacity Plan Submittal Deadline, an LSE's Daily LDA FRR Resource 
Position is compared to Amount of Internal Resources Required in the LDA to determine if 
the LSE has satisfied the Percentage of Internal Resources Required in the LDA for the 
entire Delivery Year. 

During the Delivery Year, an LSE's Daily LDA FRR Resource Position is compared to the 
Amount of lnt,ernal Resources Required in the LDA to determine if a Capacity Resource 
Deficiency Charge is to be assessed. 

I I .4.2 Existing Generation 

Existing generation located within the PJM region or outside the PJM region is eligible to be 
committed to the FRR Capacity Plan if it meets the requirements set forth in Section 4 of this 
manual 

I I .4.3 Planned Generation 

Planned generation located within the PJM region or outside the PJM region is eligible to be 
committed to the FRR Capacity Plan if it meets the requirements set forth in Section 4 of this 
manual. 

11.4.4 Capacity Modifications (Cap Mods) 

RPM Business Rules regarding Capacity Modifications in Section 4 of this manual apply to 
the FRR Alternative 

CAP MODs with a start date that occurs on or before the start of the Delivery Year must be 
submitted and "Provisionally Approved" in the eRPM system in order for the CAP MODs to 
be considered in a party's Daily Generation Resource Position and the calculation of 
Available ICAP to commit to the FRR Capacity Plan 

If the status of a "Provisionally Approved" CAP Mod changes to "Denied" or "PJM 
Withdrawn" all bilateral transactions for the unit will be changed from "Approved" to 
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“Denied”. There will be no change to any party’s RPM Resource Commitments; however, 
there may be a change to a party’s FRR Capacity Commitments. 

1 ’1 A.5 Bilateral Unit-Specific Transactions 

RPM Business Rules regarding Bilateral Unit-Specific Transactions in Section 4 of this 
manual apply to the FRR Alternative. 

Available or Unoffered installed capacity purchased through a bilateral unit-specific 
transaction that is reported via PJM’s eRPM system may be committed to an FRR Capacity 
Plan. 

All unit-specific bilateral transactions that are in the “Provisionally Approved” or “Approved” 
status in the eRPM system will be considered in a party’s Daily Generation Resource 
Position and the calculation of Daily Available ICAP to commit 

The Capacity Export Charge and Credit described in Section 4 Supply Resources in the 
Reliability Pricing Model, under BILATERAL TRANSACTIONS and in Section 9: Settlements 
are applicable to resources owned by FRR Entities also. 

1’1.4.6 Qualified Transmission Upgrade 

A Qualified Transmission Upgrade may be included in an LSE’s FRR Capacity Plan. Such a 
transmission upgrade must be approved and assigned an incremental import capability 
value into the constrained LDA by the PJM Planning Department at least 45 days prior to 
deadline for submitting the initial FRR Capacity Plan for the Delivery Year 

An approved Qualified Transmission Upgrade may be used to reduce the Amount of Internal 
Capacity Required in the LDA for the FRR LSE 

The planned transmission upgrade in-service date must be on or before the start of the 
Delivery Year 

At a minimum, a facilities study agreement must be executed for the proposed transmission 
upgrade, in order for approval to be granted and the transmission upgrade must conform to 
all applicable standards of the PJM Regional Transmission Expansion Planning Process 

If a Qualified Transmission Upgrade is not completed by the start of the Delivery Year, the 
LSE who included the upgrade as part of their FRR Capacity Plan for the Delivery Year shall 
provide a replacement in the form of an equivalent amount of capacity resource capability 
within the applicable LDA by the start of the delivery Year. If replacement capacity is not 
provided, a Capacity Resource Deficiency Charge may apply 

14 A.7 Load Management Products 

A Load Management program (e g , Direct Load Control, Firm Service Level, or Guaranteed 
Load Drop program) is eligible to be committed as a Demand Resource (DR) to the FRR 
Capacity Plan, if the program meets the requirements specified in the Load Data Systems 
Manual (M-19) and Section 4 3 of this manual 

In order to commit a Demand Resource to the initial FRR Capacity Plan for a Delivery Year, 
an FRR Entity must submit no later than 15 business days prior to the initial FRR Capacity 
Plan submittal deadline a completed DR Plan template (i e ,  the DR Sell Offer Plan template 
described in Attachment C of this Manual) The completed DR Plan template must clearly 
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identify in the Summary section the Existing Nominated DR Value or Planned Nominated 
DR Value in ICAP MWs that the FRR Entity intends to commit to their initial FRR Capacity 
Plan Actual deadline date for the DR Plan template is provided in the RPM Auction 
Schedule posted on the pjm website 

If an FRR Entity intends to commit demand resources located in a pre-identified 
zone/sub-zone, PJM will grant conditional approval of the total Nominated DR Value in 
such zone/sub-zone pending the PJM review of DR Sell Offer Plans for the Base 
Residual Auction for such Delivery Year 

An FRR Entity with PJM approved or conditionally approved Nominated DR Value(s) in 
zone/sub-zone(s) will be permitted to cornmit the associated Demand Resource(s) to the 
FRR Capacity Plan, provided credit has been posted with the PJM Treasury Department 
for any Planned Demand Resource(s). 

If a review of the DR Sell Offer Plans for the Base Residual Auction for such Delivery 
Year reveals that any of the conditionally approved MWs in a pre-identified zone/sub- 
zone are ascribed to another CSP by a letter of support from an end-use customer, such 
MWs shall be uncommitted from the FRR Capacity Plan and additional capacity 
resources shall be committed by the FRR Entity to the FRR Capacity Plan to satisfy the 
FRR Entity’s Preliminary Unforced Capacity Obligation. 

The UCAP value of a Demand Resource is the Nominated DR Value * DR Factor * Forecast 
Pool Requirement (The DR Factor was formerly known as the ALM Factor) 

The Nominated DR Value for a load management program cannot exceed the maximum 
value determined in accordance with the Load Data Systems Manual (M-19) 

A resource provider who has FRR Capacity Plan Commitments for their demand resource 
must provide (or contract with another party to provide) the following during the Delivery 
Year 

Supplemental status reports, detailing Load Management availability, as requested 
by PJM System Operations in accordance with the PJM Manuals, 

After each PJM-initiated Load Management event, customer-specific compliance and 
verification information within 45 days after the end of the month in which the event 
occurred, in accordance with Load Data Systems Manual (M-19), 

Load drop estimates for all Load Management events (whether initiated by PJM or 
the resource provider) at the end of each season, in accordance with the Load Data 
Systems Manual (M-19) 

A resource provider who has FRR Capacity Plan Commitments for their demand 
resource will be subject to the Load Management Event Compliance and Load 
Management Test Compliance in accordance with Section 8 of this manual 

11 1.4.8 Demand Resource Modifications (DR MODs) 

RPM Business Rules for DR MODs in Section 4 of this manual apply to the FRR Alternative 

DR MODs must be in a “Provisionally Approved” or “Approved” status in order for the DR 
MOD to be considered in a party’s Demand Resource Position and in the calculation of 
Available ICAP to commit to the FRR Capacity Plan 
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Once all approved registrations for relevant Delivery Year have been received by PJM, a DR 
MOD increaseldecrease for the Demand Resource will be entered by PJM in eRPM if the 
nominated value of the Demand Resource in a zone/area increaseddecreases due to an 
increase/decrease in Peak Load Contribution values and/or due to changes in EDC Loss 
Factors This DR MOD will be submitted and approved by PJM in the eRPM system in order 
to be reflected in a party's Demand Resource position for the relevant Delivery Year. A DR 
Mod decrease may result in the reduction of FRR Capacity Plan Commitments 

An EE Resource may commit to an FRR Capacity Plan for a maximum of up to four 
consecutive Delivery Years. The time period of an Energy Efficiency installation determines 
whether an installation is eligible to be a capacity resource for a Delivery Year. The time 
period of Energy Efficiency installations and their associated eligibility, in addition to the 
modeling of EE Resources in the PJM Capacity Market, is presented in PJM Manual 78B: 
Energy Efficiency Measurement &Verification, 

An EE Resource must meet the following minimum requirements. 

o Submit Initial Measurement &Verification (M&V) Plan no later than 30 days prior to 
the FRR Capacity Plan submittal in which the EE Resource is initially committed 

Submit Updated M&V Plan no later than 30 days prior to next FRR Capacity Plan 
submittal in which EE Resource is subsequently committed 

Establish credit with PJM Credit Department prior to FRR Capacity Plan submittal 
(for planned EE Resources) 

Submit Energy Efficiency Resource Modification (EE MOD) in eRPM system 

Submit Initial Post-Installation MRV Report no later than 15 business days prior to 
first Delivery Year that the EE Resource is committed 

Submit Updated Post-Installation M&V Reports no later than business 15 days prior 
to each subsequent Delivery Year that the EE Resource is committed 

Permit Post- Installation M&V Audit(s) by PJM or Independent Third Party 

PJM Manual 1813: Energy Efficiency Measurement & Verification establishes the 
requirements for the Initial M&V Plan, Updated M&V Plans, Initial Post-Installation M&V 
Report, Updated Post-Installation M&V Reports, and the M&V Audit. 

o 

o 

o 

B 

Q 

o 

4 4 3.1 Energy Efficiency Modifications (E€ MODS) 

RPM Business Rules for EE MODs in Section 4 of this manual apply to the FRR Alternative. 

EE MODs must be in a "Provisionally Approved" or "Approved" status in order for the EE 
MOD to be considered in a party's EE Resource Position and in the calculation of Available 
ICAP to commit to the FRR Capacity Plan. 

An EE MOD may be required prior to the Delivery Year to reflect the final Nominated EE 
Value of an EE Resource for the Delivery Year. An EE MOD decrease may result in the 
reduction of FRR Capacity Plan Commitments. 
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41.6 Locatio o ~ ~ ~ ~ ~ ~ ~ t ~  in the F ~ ~ e ~ ~ ~ t ~ V @  
As discussed in Section 2 locational constraints may require modeling constrained 
Locational Deliverability Areas (LDAs) separately. Locational Constraints are used to define 
the minimum Percentage of Internal Resources Required for a constrained LDA in the FRR 
Capacity Plan 

The constrained Locational Deliverability Areas that will be modeled for a particular Delivery 
Year will be posted on the PJM website by February 1 prior to the commencement of the 
Base Residual Auction for that Delivery Year 

An LDA has a limited import capability to import resources from outside the LDA. In RPM 
these imported resources are considered in clearing the auction in an LDA and the auction 
results would reflect the effect of the imports in reducing the LDA clearing price. Similar to 
RPM Entities, FRR Entities are provided the benefit of import capability by allowing them to 
include some resources from outside the I D A  in their Capacity Plan. The minimum 
Percentage of Internal Resources Required in a constrained LDA for the Delivery Year will 
be posted by February 1 prior to the commencement of the RPM Base Residual Auction for 
such Delivery Year This Percentage of Internal Resources Required in an LDA is used to 
determine the Amount of Internal Resources Required (UCAP MWs) by the FRR LSE in the 
LDA. An approved Qualified Transmission Upgrade may be used to reduce the Amount of 
Internal Capacity Required in the LDA for the FRR LSE. An LSE must include enough 
capacity resource in its FRR Capacity Plan to satisfy the Amount of Internal Resources 
Required in the IDA.  These capacity resources must be physically located in the LDA in 
which the FRR Service Area is located in order to satisfy this requirement. 

The LDA Reliability Requirement is the projected internal capacity in the LDA plus the 
Capacity Emergency Transfer Objective (CETO) for the Delivery Year, as determined by the 
RTEP process. The internal resource requirement in an LDA is the LDA Reliability 
Requirement less the Capacity Emergency Transfer Limit (CETL) for the Delivery Year, as 
determined by the RTEP process. This internal resource requirement is expressed as a 
percentage of the Unforced Capacity Obligation based on Preliminary LDAEonal Peak Load 
Forecast multiplied by FPR to determine the Amount of Internal Resources (UCAP MWs) 
Required by the FRR LSE in the LDA 

Capacity Transfer Rights (CTRs) are implicitly allocated to the FRR LSE in the determination 
of the Percentage of Internal Resources Required in an LDA. An FRR LSE will not be 
eligible for any explicit CTRs. 

99.7 Conditions o ntities 
If an FRR LSE has not satisfied a Threshold Quantity, they may not offer to sell capacity in 
excess of the amount needed to satisfy Preliminary/Final Daily Unforced Capacity Obligation 
bilaterally into RPM or in RPM Auctions; however, they may offer to sell such excess 
capacity to an External Party (Le., delist) or to an FRR Entity If an FRR LSE has satisfied a 
Threshold Quantity, they may offer to sell capacity in excess of the amount needed to satisfy 
their Threshold Quantity bilaterally into RPM or in RPM Auctions up to a Sales Cap Amount 
The Sales Cap and other rules related to sales by FRR Entities are shown below" 

0 The Sales Cap Amount is equal to the lesser of (a) [(0 25 + Preliminary Unforced 
Capacity Obligation or (b) 1300 MW. 
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0 If an FRR LSE has satisfied a Threshold Quantity, they may offer to sell capacity in 
excess of the PreliminarylFinal Daily Unforced Capacity Obligation to an External 
Party (i.e., delist) or to another FRR Entity. In order for this type of sale to proceed, 
the Seller's FRR Capacity Commitments on the unit must be reduced. 

Sell offers in RPM Auctions and bilateral unit-specific transactions will be subject to 
offer and bilateral transaction checks to ensure that the seller does not violate any 
"Conditions on Sales by FRR Entities". 

A sell offer in an RPM Auction that violates any "Conditions on Sales by FRR 
Entities" will be rejected. 

o 

o 

If an FRR LSE serves load under the FRR Alternative and additional load under the RPM, 
the LSE may self-supply capacity resources in RPM Auctions and avoid the requirement to 
satisfy a Threshold Quantity; however, the MW amount of their sell offer(s) may not exceed 
a Self-supply Offer Cap Amount 

The Self-Supply Offer Cap Amount is the lesser of (a) 0 25 * (FRR Preliminary Daily 
Unforced Capacity Obligation + RPM Expected UCAP Obligation) or (b) 200 MW 

An LSE's RPM Expected UCAP Obligation in a Zone is equal to the LSE's allocation 
of the Zonal Weather Normalized Summer Peak for summer four years prior to the 
Delivery Year (i.e , an Obligation Peak Load) * (Preliminary Zonal Peak Load 
ForecasVZonal Weather Normalized Summer Peak for summer four years prior to 
Delivery Year) * Forecast Pool Requirement. 

0 

o 

'i 1.8 Delivery Year 

11.8.1 Final Daily Unforced Capacity Obligation 

The Final Daily Unforced Capacity Obligation of an LSE in a zone equals the LSE's Final 
Obligation Peak Load in the zone * the Final Zonal FRR Scaling Factor * the Forecast Pool 
Requirement. The Forecast Pool Requirement updated for the RPM Third Incremental 
Auction will be used in determining the Final Daily Unforced Capacity Obligation 

The Final Daily Unforced Obligation shall be reduced by the committed Nominal PRD Value 
associated with such load that was approved by PJM in advance of the BRA and Third IA for 
such Delivery Year, multiplied by final Forecast Pool Requirement for the Delivery Year 

A reduction in the Daily lJnforced Capacity Obligation is applicable in the case of annexation 
of service territory where the FRR load is acquired by a party that has not elected FRR 
alternative 

1 "19.q FRR Capacity Resource Deficiency Charges 

An LSE participating in the FRR Capacity Plan Alternative will pay a FRR Capacity 
Resource Deficiency Charge in the delivery year for any shortage of resources to meet the 
Final Daily Unforced Capacity Obligation and the Amount of Internal Resources Required in 
an LDA 
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A shortage/excess of resources to meet the Amount of Internal Resources Required in an 
LDA is calculated by comparing an LSE's Daily LDA FRR Resource Position to the Amount 
of Internal Resources Required in an LDA If the Daily LDA FRR Resource Position is less 
than the Amount of Internal Resources Required in an LDA, a FRR Capacity Resource 
Deficiency Charge for this shortage will be assessed 

A shortage/excess of resources to meet the Final Daily Unforced Capacity Obligation is 
calculated by comparing an LSE's Daily Total FRR Resource Position to their Final Daily 
Unforced Capacity Obligation. If the Daily Total FRR Resource Position is less than Final 
Daily Unforced Capacity Obligation, a deficiency charge for this shortage less the shortage 
calculated for failure to satisfy the Amount of Internal Resources Required in the LDA will be 
assessed. 

Shortages in meeting the Minimum Annual Resource Requirement in an LDA and the 
Minimum Extended Summer Resource Requirement in an LDA are calculated separately 

A shortage of Annual Resources to meet the Final Daily Minimum Annual Resource 
Requirement in an LDA is calculated by comparing the total Annual Resources in an LDA 
that comprise the LSE's Daily Total FRR Resource Position to their Final Daily Minimum 
Annual Resource Requirement in an LDA. If the total amount of Annual Resources in an 
LDA that comprise the Daily Total FRR Resource Position is less than Final Daily Minimum 
Annual Resource Requirement in an LDA, a deficiency charge for this shortage will be 
assessed (starting with the 20 14/20 15 Delivery Year). 

A shortage of in the total amount of Annual Resources and Extended Summer Demand 
Resources in an LDA to meet the Final Daily Minimum Extended Summer Resource 
Requirement in an LDA is calculated by comparing the total Annual Resources and 
Extended Summer Demand Resources in an LDA that comprise the LSE's Daily Total FRR 
Resource Position to their Final Daily Minimuin Extended Summer Resource Requirement in 
an LDA. If the total amount of Annual Resources and Extended Summer Demand 
Resources that comprise the Daily Total FRR Resource Position is less than Final Daily 
Minimum Extended Summer Resource Requirement in an LDA, a deficiency charge for this 
shortage will be assessed (starting with the 2014/2015 Delivery Year). 

The FRR Capacity Resource Deficiency Charge is equal to 1.2 times the Capacity Resource 
Clearing Price resulting from all RPM Auctions for such Delivery Year for the LDA 
encompassing such zone, weight-averaged for the Delivery Year based on the prices 
established and the quantities cleared in such auctions, multiplied by the shortage. 

FRR Capacity Resource Deficiency Charges are assessed daily and billed monthly 

11.9.2 Transmission Upgrade Delay 

If a Qualifying Transmission Upgrade is not completed by the start of the Delivery Year and 
the upgrade was not replaced with an equivalent amount of Capacity Resources in the LDA 
into which the import capability was to be increased, then the Amount of Internal Capacity 
Resources Required in an LDA will be increased and the LSE may be assessed a FRR 
Capacity Resource Deficiency Charge 

1 1.9.3 Peak-Hour Period Availability Charge 

All generation resotirces that have FRR Capacity Plan Commitments are subject to the 
Generating Unit Peak Period Availability Measure 
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RPM Business Rules regarding the Generation Unit Peak Period Availability Measure and 
Peak-Hour Availability Charge in Section 8 of this manual apply to the FRR Alternative 

11.9.4 Generation Resource Rating Test Failure Charge 

All generation resources that have FRR Capacity Plan Commitments are subject to Capacity 
Testing for both the Summer and Winter Periods 

RPM Business Rules regarding the Capacity Testing and Generation Resource Rating Test 
Failure Charges apply to the FRR Alternative Peak Season Maintenance Compliance 
Penalty Charge 

1 1.9.5 Peak Season Maintenance Compliance Penalty Charge 

All generation resources that have FRR Capacity Plan Commitments are subject to Peak 
Season Maintenance Compliance 

RPM Business Rules regarding the Peak Season Maintenance Compliance Penalty 
Charges apply to the FRR Alternative. 

1 'I .9.6 Load Management Event Compliance Penalties 

LSEs that have committed Demand Resources to their FRR Capacity Plan are subject to a 
compliance check performed after each PJM-initiated Load Management event that occurs 
during the months June through September. 

Please refer to Section 8 of this manual for details on Load Management Event Compliance 

11.9.7 Load Management Test Compliance 

DR Resource providers are required to simultaneously test all of their committed DR 
resources in a zone if no PJM-initiated load management event is called by PJM during the 
Delivery Year. 

Please see Section 8 of this manual for details on Load Management Test Compliance 

14.10 Allocation of 
The Daily FRR Capacity Resource Deficiency Charges, FRR Transmission Upgrade Delay 
Penalties, Generation Resource Rating -Test Failure Charges, and Peak Season 
Maintenance Compliance Penalty Charges, and Load Management Test Failure Charges 
are distributed on a pro-rata basis to the LSEs in the RTO that were charged an RPM 
Locatianal Reliability Charge 

Daily Capacity Resource Deficiency Charges, Transmission Upgrade Delay Penalties, 
Generation Resource Rating Test Failure Charges, and Peak Season Maintenance 
Compliance Penalty Charges, and Load Management Test Failure Charges are allocated on 
a pro-rata basis to RPM LSEs based on their daily unforced capacity obligation 
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1 'I .I 1 .'I Auction Specific MW Transactions 

LSEs that elect the FRR Alternative may report Auction Specific MW Transactions if they 
have cleared capacity in RPM Auctions through the eRPM system. 

Approved Auction Specific MW Transactions do not contribute to the Sales Cap Amount for 
RPM Auctions described in the FRR Business Rules 
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~ ~ ______.__ 

Welcome to the Glossary of Perms section of the PJM Manual for the Capacity Market In 
this section, you will find the following information: 

Active Load Management (ALM) - prior to the implementation of RPM, the term that 
referred to end-use customer load which can be interrupted at the request of PJM 

Adjusted Zonal Capacity Prices - are the results of the Second Incremental Auction 
Preliminary Zonal Capacity Prices that result from the Base Residual Auction are adjusted to 
account for the procurement in the 2nd Incremental Auction for the RTO 

Auction Specific MW Transactions - are transactions reported to PJM via eRPM between 
a buyer and seller that report the transfer of physical MW between the buyer and seller 
using the eRPM system and PJM settlement process. Auction Specific MW Transactions are 
not eligible to be offered in an RPM auction Auction Specific MW Transactions are settled at 
the weighted average Resource Clearing Price of the MW supplying the transaction. 

Available Transfer Capability (ATC) - is the amount of energy above “base case” 
conditions that can be transferred reliably from one area to another over all transmission 
facilities without violating any pre- or post-contingency criteria for the facilities in the PJM 
Control Area under specified system conditions. 

Base LDA Unforced Capacity Obligation - is equal to the sum of the Base Zonal 
Unforced Capacity Obligations for ail the zones in an LDA and is the result of the clearing of 
the Base Residual Auction. 

Base Offer Segment - is the sell offer segment that may be offered as either a single price 
quantity for the capacity of the resource or divided into up to ten (1 0) offer blocks with 
varying price-quantity pairs that represent various output levels of the resource The Base 
Offer Segment will consist of block segments at the specified price-quantity pairs. 

Base Residual Auction (BRA) - allows for the procurement of resource commitments to 
satisfy the region’s unforced capacity obligation and allocates the cost of those 
commitments among the LSEs through the Locational Reliability Charge 

Base RTO Unforced Capacity Obligation -- determined after the clearing of the BRA and 
is posted with the BRA results. The Base RTO Unforced Capacity Obligation is equal to the 
sum of the unforced capacity obligation satisfied through the BRA plus the Forecast RTO 
Interruptible Load for Reliability (ILR) Obligation. 

Base Unforced Capacity Imported into an LDA - is equal to the Base LDA Unforced 
Capacity Obligation less the LDAs Unforced Capacity cleared in the Base Residual Auction 
less the LDA Short-Term Resource Procurement Target Allocation This value is used to 
determine the maximum total amount of Capacity Transfer Rights that are allocated into an 
LDA in the Base Residual Auction for the Delivery Year 

Base Zonal RPM Scaling Factor - is determined for each zone and is equal to the 
[(Preliminary Zonal Peak Load Forecast for the Delivery Year divided by the Zonal Weather 
Normalized Summer Peak for the summer four years prior to the Delivery Years) * ((RTO 
Unforced Capacity Obligation Satisfied in Base Residual Auction divided by the (RTO 
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Preliminary Peak Load Forecast * the Forecast Pool Requirement))]. Base Zonal RPM 
Scaling Factors are posted with the Base Residual Auction results 

Base Zonal Unforced Capacity Obligation - determined for each zone and is equal to the 
(Zonal Weather Normalized Summer Peak for the summer four years prior to the Delivery 
Year* Base Zonal RPM Scaling Factor * the Forecast Pool Requirement) c Short Term 
Resource Procurement Target Base Zonal Unforced Capacity Obligations are posted with 
the Base Residual Auction clearing results. 

Behind the Meter Generation - a generating unit. that delivers energy to load without using 
the Transmission System or any distribution facilities (unless the entity that owns or leases 
the distribution fac es consented to such use of the distribution facilities and such consent 
has been demonstrated to the satisfaction of the Office of Interconnection. Behind the Meter 
Generation may not include at any time any portion of a generating unit's capacity that is 
designated as a Capacity Resource or any portion of the output of a generating unit that is 
sold to another entity for consumption at another electrical location or into the PJM 
Interchange Energy Market at any time. 

Bilateral Market - provides LSEs the opportunity to hedge the Locational Reliability Charge 
determined through the BRA and Second Incremental Auction. The bilateral market also 
provides resource providers an opportunity to cover any auction commitment shortages. 

Bilateral Unit-Specific Transaction - transaction that enables reporting of the transfer of 
ownership of a specified amount of installed capacity from a specific unit from one party to 
another. 

Capacity Modification (Cap Mod) .- transaction that enables generation owners to request: 
the addition of a new unit or the removal of an existing unit from their resource portfolio in 
eRPM, or the request an MW increase or decrease in the surnmer or winter installed 
capacity rating of an existing unit. 

Capacity Resources - includes megawatts of net capacity from existing or planned 
generation capacity resources or load reduction capability provided by Demand Resources 
or ILR in the PJM Region. 

Capacity Emergency Transfer Limit (CETL) - the capability of the transmission system to 
support deliveries of electric energy to a given area experiencing a localized capacity 
emergency as determined in accordance with the PJM Manuals. 

Capacity Emergency Transfer Objective (CETO) -the amount of electric energy that a 
given area must be able to import in order to remain within a loss of load expectation of one 
event in 25 years when the area is experiencing a localized capacity emergency 

Capacity Transfer Rights (CTR) - rights used to allocate the economic value of 
transmission import capability that exists into a constrained LDA Serve to offset a portion of 
the Locational Price Adder charged to load in constrained LDAs. 

Control Area - electric power system or combination of electric power systems bounded by 
interconnection metering and telemetering 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) 
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(b) Maintain scheduled interchange with other Control Areas 

(c) Maintain the frequency of the electric power system(s) 

(d) Maintain power flows on transmission facilities within appropriate limits to preserve 

(e) Provide sufficient generating capacity to maintain operating reserves. 

re1 ia bi I i ty 

Cost of New Entry (CONE) -- Levelized annual cost in ICAP $/MW-Day of a reference 
combustion turbine to be built in a specific location. 

CTR Settlement Rate -The CTR Settlement Rate ($/MW-day) is equal to the Economic 
Value of CTRs allocated to LSEs in a zone as a result of the Base Residual Auction and 
Second Incremental Auction divided by the Total CTR MWs allocated to LSEs in the zone 

Daily Unforced Capacity Obligation - of equals the LSE's Obligation Peak Load in the 
zone/area * the Final Zonal RPM Scaling Factor * the Forecast Pool Requirement: for an 
LSE in a zone/area. 

Daily Capacity Resource Deficiency Charge - assessed to party when the Daily RPM 
Resource Position of its resource is less than the Daily RPM Resource Commitment for 
such resource on a delivery day This charge is applicable to generation resource, Demand 
Resource, or Qualified Transmission Upgrade 

Delivery Year - Planning period for which resources are being committed and for which a 
constant load obligation for the entire PJM region exists For example, the 2012/2013 
Delivery Year corresponds to the June 1, 2012 - May 31, 2013 Planning Period. 

Demand Resource - a resource with a demonstrated capability to provide a reduction in 
demand or otherwise control load. A Demand Resource may be an existing or planned 
resource. 

Demand Resource Factor (DR Factor) - used to determine the reliability benefit of 
demand resource products and to assign an appropriate value to demand resource 
products. The DR Factor is calculated by PJM and is approved and posted by February 1 
prior to its use in the Base Residual Auction for the Delivery Year. 

Demand Resource Modification (DR Mods) -transaction used by PJM to track an 
increase or decrease of the nominated value of the Demand Resource in a party's resource 
portfolio in eRPM. 

Electric Cooperative - an entity owned in cooperative form by its customers that is 
engaged in the generation, transmission, and/or distribution of electric energy. 

Electric Distribution Company (EDC) - PJM 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. 

Emergency - an abnormal system condition requiring 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; a fuel shortage requiring departure from normal operating 
procedures in order to minimize the use of such scare fuel; or a condition that requires 
implementation of emergency procedures as defined in the PJM Manuals. 
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End Use Customer - a member that is a retail end-user of electricity within the PJM region 

Equivalent Demand Forced Outage Rate (EFORd) - is a measure of the probability that 
generating unit will not be available due to a forced outages or forced deratings when there 
is a demand on the unit to generate. See Generator Resource Performance indices Manual 
(M-22) for equation 

Equivalent Demand Forced Outage Rate (EFORd-5) - is EFORd determined based on 
five years of outage data through September 30 prior to the Delivery Year. This is an index 
similar to EFORd that is the basis for a unit's UCAP value for the Delivery Year, and it does 
not include the events that are outside management control (OMC events). The index is 
calculated using Generator Availability Data System (GADS) data in PJM If a generating 
unit does not have a full 5 years of history, the EFORd-5 will be calculated using class 
average EFORd and the available history as described in Reliability Assurance Agreement, 
Schedule 5, Section C The class average EFORd will be used for a new generating unit 
The class average EFORds that are used by PJM to calculate a unit's EFORd-5 are posted 
to the PJM wehsite by November 30 prior to the Delivery Year. 

Effective EFORd -the most recently calculated EFORd that has been bridged to the eRPM 
system. During the Delivery Year, the Effective EFORd is based on forced outage data from 
the October through September period prior to the Delivery Year. This is the basis for a 
unit's UCAP value, and it does not include the events that are outside management control 
(OMC events). 

Facilities Study Agreement (FSA) - is the agreement that must be executed by a 
Generation and/or Transmission Interconnection Customer to authorize PJM to proceed with 
an Int,erconnection Facilities Study. Refer to PJM OATT section 36.6 for Generation 
Interconnection projects and OATT section 41 "5 for Transmission Interconnection projects 

FERC - Federal Energy Regulatory Commission or any successor federal agency, 
commission or department. 

Final RTO Unforced Capacity Obligation -The Final RTO Unforced Capacity Obligation is 
equal to the RTO unforced capacity obligations satisfied through all RPM Auctions for the 
Delivery Year. The RTO unforced capacity obligation through all RPM Auctions is equal to 
the total MWS cleared in PJM Buy Bids in RPM Auctions less the total MWs cleared in PJM 
Sell Offers in RPM Auctions. 

Final Zonal Capacity Prices - are the capacity prices assessed to RPM Load Serving 
Entities through the RPM Locational Reliability Charge. The Final Zonal Capacity Prices are 
determined by PJM after the Third Incremental Auction. Final Zonal Capacity Prices reflect 
the final price adjustments that may be necessary to account for any granted requests for 
relief from Capacity Resource Deficiency Charges due to permanent departure of load. 

Final Zonal RPM Scaling Factors - used in determining an LSE's Daily Unforced Capacity 
Obligation. A Final Zonal RPM Scaling Factor for a zone is equal to the Final Zonal 
Unforced Capacity Obligation divided by (FPR times the Zonal Weather Normalized Peak for 
the summer prior to the Delivery Year). The Final Zonal RPM Scaling Factors are posted 
two weeks following the final Incremental Auction 

Final Zonal Unforced Capacity Obligation - The Final Zonal Unforced Capacity 
Obligation is equal to the zonal allocation of the Final RTO Unforced Capacity Obligation 
and is allocated to the zones on a pro-rata basis based on the Final Zonal Peak Load 
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Forecasts. The Final Zonal UCAP Obligations are determined after the clearing of the final 
Incremental Auction for the Delivery Year. 

Firm Transmission Service -transmission service that is intended to be available at all 
times to the maximum extent practicable, subject to an emergency, and unanticipated failure 
of a facility, or other event beyond the control of the owner or operator of the facility, or other 
event beyond the control of the owner or operator of the facility or the Office of the 
Interconnection. 

Fixed Resource Requirement (FRR) - an alternative method for a Party to satisfy its 
obligation to provide Unforced Capacity Allows an LSE to avoid direct participation in the 
RPM Auctions by meeting their fixed capacity resource requirement using internally owned 
capacity resources. 

Flexible Self-scheduled Resources - are resources specified by an LSE in the Base 
Residual Auction to provide a mechanism to manage quantity uncertainty related to the 
Variable Resource Requirement. For each resource-specific sell offer, the LSE must 
designate a flexible self-scheduling flag as well as an offer price that will be utilized in the 
market clearing in the event the resource is not needed to cover a specified percentage of 
the LSE's capacity obligation. Flexible self-scheduled resources will automatically clear the 
auction if they are needed to supply the LSE's resulting capacity obligation. 

Forecast Pool Requirement (FPR) - the amount equal to one plus the unforced reserve 
margin (stated as a decimal number) for the PJM Region. 

FRR Capacity Plan - a long-term plan for the commitment of Capacity Resources to satisfy 
the capacity obligations of a Party that has elected the FRR alternative. 

FRR Service Area - the service territory of an IOU as recognized by state law, rule, or 
order; the service area of a Public Power Entity or Electric Cooperative as recognized by 
franchise or other state law, rule, or order, or a separately identifiable geographic area that 
is bounded by wholesale metering, or similar appropriate multi-site aggregate metering, that 
is visible to and regularly reported to the Office of Interconnection or an EDC who agrees to 
aggregate the meters' load data for the FRR Service Area and regularly report the 
information to the Office of Interconnection or for which the FRR Entity has or assumes the 
obligation to provide capacity for all load (including load growth) within the area excluding 
the load of Single-Customer LSEs that are FRR Entities. In the event that the service 
obligations of an Electric Cooperative or Public Power Entity are not defined by geographic 
boundaries but by physical connections to a defined set of customers, the FRR Service 
Areas is defined as all customers physically connected to transmission or distribution 

es of the Electric Cooperative or Public Power Entity within an area bounded by 
appropriate wholesale aggregate metering as described above 

Full Requirements Service -wholesale service to supply all of the power needs of a LSE 
to serve end-users within the PJM Region that are not satisfied by its own generation 
facilities 

Generation Capacity Resource - a generation unit, or the right to capacity from a specified 
generation unit, that meets the requirements of the Reliability Assurance Agreement A 
generation resource may be an existing or planned Generation Resource. 

Generation Owner - a Member that owns or leases with rights equivalent to ownership 
facilities for the generation of electric energy that are located within the PJM Region 
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Purchasing all or a portion of the output of a generation facility is not sufficient to qualify a 
Member as a Generation Owner. 

Generator Forced Outage - an immediate reduction in output or capacity or removal from 
service 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 does 
not constitute a Generator Forced Outage 

Generator Maintenance Outage -the scheduled removal from service 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. 

Generator Planned Outage --the scheduled removal from service of a generating unit for 
inspection, maintenance or repair with the approval of the office of the Interconnection. 

Incremental Auctions - Allow for an incremental procurement of resource commitments to 
satisfy an increase in the region's unforced capacity obligation due to a load forecast 
increase or a decrease in the amount of resource commitments due to a resource 
cancellation, delay, derating, EFORd increase, or decrease in the nominated value of a 
Planned Demand Resource. 

Incremental Capacity Transfer Rights - allocated to transmission expansion projects 
associated with new generation interconnection that were required to meet PJM 
Deliverability requirements and to Merchant Transmission Expansion projects and are 
applicable to all such projects that have gone through the PJM interconnection process 
since the beginning of the PJM RTEPP in 1999. Such incremental Capacity Transfer Rights 
allocation is based on the incremental increase in import capability across a Locational 
Constraint that is caused by the transmission facility upgrade. Incremental capacity transfer 
rights associated with Incremental Rights-Eligible Required Transmission Enhancements 
are allocated Incremental Rights-Eligible Required Transmission Enhancements may 
include Regional Fac 
Facilities 

Installed Capacity (ICAP) - value based on the summer net dependable rating of the unit 
as determined in accordance with PJM's Rules and Procedures of the Determination of 
Generating Capacity. 

Installed Reserve Margin (IRM) - used to establish the level of installed capacity resources 
that will provide an acceptable level of reliability consistent with the Reliability Principles and 
Standards. The IRM is determined by PJM in accordance with the PJM Reserve 
Requirements Manual (M-20). The IRM is approved and posted prior to its use in an RPM 
Auction for the Delivery Year. 

Interconnection Service Agreement (ISA) - an agreement among the Transmission 
Provider, an Interconnection Customer and an Interconnected Transmission Owner 
regarding interconnection. 

Investor Owned Utility (IOU) - an entity with substantial business interest in owning andlor 
operating electric facilities in any two or more of the following three asset categories, 
generation, transmission, distribution. 

es and Necessary Lower Voltage Facilities, and Lower Voltage 

~ 
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Load Management - is the ability to reduce metered load, either manually by the customer, 
after a request from the resource provider which holds the Load management rights or its 
agent (for Contractually Interruptible), or automatically in response to a communication 
signal from the resource provider which holds the Load management rights or its agent (for 
Direct Load Control). 

Load Serving Entity (LSE) - any entity (or the duly designated agent of such an entity), 
including a load aggregator or power marketer that (a) serves end-users within the PJM 
Control Area, and (b) is 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. 

Locational Constraints - localized capacity import capability limitations that are caused by 
transmission facility limitations, voltage limitations or stability limitations that are identified for 
a Delivery Year in the PJM Regional Transmission Expansion Planning Process (RTEPP) 
prior to each Base Residual Auction Such Locational Constraints are included in the RPM 
to recognize and to quantify the locational value of capacity. 

Locational Deliverability Area (LDA) - sub-regions used to evaluate locational constraints 
LDAs include EDC zones, sub-zones, and combination of zones 

Locational Price Adder - an addition to the marginal value of unforced capacity within an 
LDA as necessary to reflect the price of resources required to relieve the applicable binding 
locational constraints. 

Locational Reliability Charge - Fee applied to each LSE that serves load in PJM during 
the delivery year. Equal to the LSEs Daily Unforced Capacity Obligation multiplied by the 
applicable Final Zonal Capacity Price. 

Nested LDAs -when an aggregate of Zones, a Zone and its sub-zones are constrained 
LDAs, the LDAs are referred to as “Nested”. When LDAs are nested, the Zonal CTR 
calculations include allocation of CTRs from RTO to aggregate of Zones as well as CTRs 
from aggregate of Zones to the Zone 

Net Energy & Ancillary Services ( E M S )  Offset - is used to offset the value of Cost of 
New Entry (CONE) to determine the net value of CONE. This value is calculated using the 
historical averages of Energy &Ancillary Services revenue data for a reference combustion 
turbine The E&AS Offset is calculated using a historical average of the three most recent 
calendar years. 

New Entry Pricing - is an incentive provided to a Planned Generation Resource where the 
size of the new entry is significant relative to the size of the LDA and there is a potential for 
the clearing price to drop when all offer prices including that of the new entry are capped. 
This allows Planned Generation Resources to recover the amount of its cost of entry-based 
offer for up to two additional consecutive years, under certain conditions, and to set the 
clearing price of all resources within that LDA for all three years. 

Nominated DR Value - the nominated value of a Demand Resource is the value of the 
maximum load reduction and the process to determine this value is consistent with the 
process for the determination of the capacity obligation for the customer Therefore, the 
maximum load reduction for each resource is adjusted to include system losses 
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Non-Retail Behind the Meter Generation - Behind the Meter Generation that is used by 
municipal electric systems, electric cooperatives, and electric distribution companies to 
serve load. 

Nondone Load - the load that is located outside of the PJM Region served by a PJM Load 
Serving Entity using PJM internal resources Nan-Zone Load is included in the load of the 
Zone from which the load is served 

Obligation Peak Load - the summation of the weather normalized coincident summer 
peaks for the previous summer of the end-users for which the Party was responsible 01 

billing day 

Office of the Interconnection -the employees and agents of PJM Interconnection, L 
subject to the supervision and oversight of the PJM board 

that 

..c., 

Partial Requirements Service -wholesale service to supply a specified portion, but not all, 
of the power needs of a LSE to serve end-users within the PJM Region that are not satisfied 
by its own generating facilities. 

Peak Period Capacity Available (PCAP) -Total Unit ICAP Commitment Amount of the 
generating unit times (1 .O - EFORp). 

Peak-Period Equivalent Forced Outage Rate Peak (EFORp) - is a measure of the 
probability that a generating unit will not be available due to forced outages or forced 
deratings when there is a demand on the unit to generate during seasonal peak periods. 
Cimently there are two sets of seasonal peak periods. The Summer peak period is defined 
as June through August non-holiday weekdays from 1400 to 1900 The Winter peak period 
is defined as January through February non-holiday weekdays from 0700 to 0900 and 1800 
to 2000" 

Percentage Internal Resources Required -for purposes of an FRR Capacity Plan, the 
percentage of the LDA Reliability Requirement for an LDA that must be satisfied with 
physically Capacity Resources located in that LDA 

Planned Demand Resource - a Demand Resource that does not currently have the 
capability to provide a reduction in demand or to otherwise control load, but that is 
scheduled to be capable of providing a reduction or control on or before the start of the 
Delivery Year for which the resource is to be committed 

Planned Generation Capacity Resource - a Generation Capacity Resource participating 
in the generation interconnection process for which Interconnection Service is scheduled to 
commence on or before the first day of the Delivery Year for which the resource is to be 
committed. A Facilities Study Agreement (FSA) must be executed prior to the BRA for the 
corresponding Delivery Year and an Interconnection Service Agreement (ISA) must be 
executed prior to any Incremental Auctions for the corresponding Delivery Year. 

Planning Year -Annual period from June 1 to May 31 (also may be referred to as Planning 
Period) 

Pool-Wide Average EFORd - average of the forced outage rates, weighted for unit 
capability and expected time in service, attributable to all units that are planned to he in 
service during the delivery year. Determined by PJM and is approved and posted by 
February 1 prior to its use in the Base Residual Auction for the Delivery Year. The OMC; 
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events are not considered in the EFORd values used to calculate Pool-Wide Average 
EFORd (this change as a part of RAA was filed with FERC on June 19). 

Public Power Entity - any agency, authority, or instrumentality of a state or of a political 
subdivision of a state, or any corporation wholly owned by any one or more of the above, 
that is engaged in the generation, transmission, and/or distribution of electric energy. 

Qualifying Transmission Upgrade (QTU) - a  proposed enhancement or addition to the 
Transmission System that will increase the Capacity Emergency Transfer Limit (CETL) into 
an LDA by a megawatt quantity certified by PJM. A Qualified Transmission Upgrade is 
scheduled to be in service on or before the commencement of the first Delivery Year for 
which such upgrade is the subject of a Sell Offer in the Base Residual Auction. Prior to the 
conduct of the Base Residual Auction for such Delivery Year, a Facilities Study Agreement 
(FSA) must be executed 

Regional Transmission Expansion Planning Process (RTEPP) - is PJM's 
comprehensive annual process that examines the three interrelated components of electric 
power system reliability: load, generation, and transmission. The RTEP Process employs a 
range of planning study tools and methodologies to analyze and assess each component to 
ensure that reliability remains firm. The RTEP Process is designed to meet established 
reliability criteria, keep markets robust and competitive, and ensure stable operations 

Regional Transmission Owner (RTO) - Each entity that owns, leases, or otherwise has a 
possessory interest in facilities used for the transmission of electric energy in interstate 
commerce or that provides Transmission that is a party to the PJM Transmission Owners 
Agreement and PJM Operating Agreement 

Reliability Pricing Model (RPM) - is PJM's resource adequacy construct. The purpose of 
RPM is to develop a long term pricing signal for capacity resources and LSE obligations that 
is consistent with the PJM Regional Transmission Expansion Planning Process (RTEPP) 
RPM adds stability and a locational nature to the pricing signal for capacity. 

Resource Clearing Price - is the clearing price in the Base Residual Auction or 
Incremental Auctions as determined by optimization algorithm for each auction. The 
Resource Clearing Price within an LDA is equal to the sum of (1) the marginal value of 
system capacity; and (2) the Locational Price Adder, if any, for the LDA; and (3) the Annual 
Resource Price Adder, if any, for the LDA; and (4) the Extended Summer Resource Price 
Adder, if any, for the LDA. The Resource Clearing Price for the Unconstrained Market Area 
is the marginal value of system capacity. PJM posts the Resource Clearing Prices for all 
resources that clear in the Base Residual Auction and all Buy Bids and Sell Offers that clear 
in the Incremental Auctions. 

RTO Unforced Capacity Obligation - established in the BRA and is used to determine the 
Base Zonal RPM Scaling Factors to use in determining Base Zonal Unforced Capacity 
Obligation. 

RTO Weather Normalized Summer Peak - the sum of the Zonal Weather Normalized 
Summer Coincident Peaks. 

Self-Scheduled Resources - are resources specified by a resource provider in the Base 
Residual Auction to provide a mechanism to guarantee that the resource will clear in the 
Base Residual Auction For each resource-specific sell offer, if a resource is designated as 
self-scheduled by the resource provider, the minimum and maximum MW amounts specified 
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must be equal and the sell offer price will be set to zero. Self-scheduled resources will be 
cleared first in the Base Residual Auction, and cannot set the clearing price as the marginal 
resource, since these resources lack flexibility 

Steady State Period - period of time where the auction schedule follows the proposed 
three year forward planning dates The steady-state condition of RPM begins with the 
201 1/12 Delivery Year. 

Target Unforced Capacity (TCAP) - the "target" to measure the peak period availability of 
capacity from the generator in the Delivery Year and it may be different from the Delivery 
Year UCAP value of such generator. The TCAP for a unit is calculated as the Total Unit 
ICAP Commitment Amount times ( ' I  - EFORd-5) 

Transmission Facilities - facilities within the PJM Region that have been approved by or 
meet the definition of transmission facilities established by FERC, or have been 
demonstrated to the satisfaction of the Office of Interconnection to be integrated with the 
PJM Region transmission system and integrated into the planning and operation of the PJM 
Region to serve all of the power and transmission customers within the PJM Region. 

Transmission Owner - a Member that owns or leases, with rights equivalent to ownership, 
Transmission Facilities. Taking transmission service is not sufficient to qualify a Member as 
a Transmission Owner 

Unforced Capacity (UCAP) - installed capacity rated at summer conditions that are not on 
average experiencing a forced outage or forced derating, calculated for each Capacity 
Resource on the 12-month period from October to September without regard to the 
ownership of or the contractual rights to the capacity of the unit 

Variable Resource Requirement Curve (VRR) - defines the maximum price for a given 
level of Capacity Resource commitment relative to the applicable reliability requirement 
VRR Curves are defined for the PJM Region and each of the constrained LDAs within the 
PJM region. 

Weighted Average Resource Clearing Price - the average of the Resource Clearing 
Prices that result in all the auctions for a specific Capacity Resource, weighted by the 
Unforced Capacity cleared for that particular resource This value is used to determine the 
Daily Peak-Hour Period Availability Charge Rate for an individual resource. 

Weighted Zonal Resource Clearing Price - the average of the Resource Clearing Price of 
the sub-zones, weighted by the Unforced Capacity of Resources Cleared in each of the sub- 
zones This is also used to calculate the Auction Credit to DR on the zonal basis if EDC 
cannot provide DR data by sub-zones. 

Zonal Capacity Price - the price of UCAP in a Zone that an LSE that has not elected the 
FRR Alternative is obligated to pay for a Delivery Year Zonal capacity prices are calculated 
as a result of the clearing of all RPM Auctions for the Delivery Year A zonal capacity price 
consists of the following price components: (1) the marginal value of system capacity for 
the PJM Region; (2) the Locational Price Adder, if any, for such zones in a constrained 
Locational Deliverability Area (LDA); (3) an adjustment in the Zone, if required, to account 
for any resource make-whole payments; and (4) an adjustment, if required, to account for 
adders paid to Annual Resources and Extended Summer DR. Preliminary Zonal Capacity 
Prices are the result of the clearing of the Base Residual Auction Adjusted Zonal Capacity 
Prices are the result of the clearing of the Base Residual Auction and any Incremental 
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Auction(s) Final Zonal Capacity Prices are determined after the Final Incremental Auction 
for the Delivery Year 

Zonal CTR Credit Rate (Base and Final) -the rate calculated as a ratio of economic value 
of CTRs to zonal unforced capacity obligation These rates are calculated as the Base Zonal 
CTR Credit Rate after the Base Residual Auction and as the Final CTR Credit Rate adjusted 
for the results of all RPM Auctions Zonal CTR Credit Rate is subtracted from Zonal 
Capacity Price to estimate Net Load Price 

Zonal CTR Settlement Rate - a rate calculated as a ratio of economic value of CTRs to 
total CTRs allocated to LSEs in a zone This rate is used to settle CTRs by calculating credit 
for CTRs owned 

Zone - an area within the PJM Region or such areas that may be combined as a result of 
mergers and acquisitions, or added as a result of the expansion of the boundaries of the 
PJM Region A Zone will include any Non-Zone Network Load located outside the PJM 
Region that is served from inside a particular Zone 
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AUTHORIZATION TO SELF-SCHEDULE CAPACITY 

This Authorization to Self-schedule Capacity ("Authorization") of 
("Owner"), effective this - day of -, 20-, hereby authorizes 

PJM Interconnection, L.L.C ("PJM") to self-schedule on its behalf capacity associated with a 
specific generating unit 
portion of the delivery year from June 1 to May 31, 20- to 20- ("Delivery Year"), with 
the following other party or parties owning or controlling the Unit for the balance of such 
delivery year (if known) 

Owners"). Owner states that it will own or control the Unit during the period(s) within the 
Delivery Year from / / to / / and any additional periods listed hereafter 

(YJnit"), which it will own or control for a 

("Other 

RECITALS: 

WHEREAS, PJM Interconnection, L.L.C. ("PJM") is a Regional Transmission 
Organization ("RTO") that administers the Reliability Pricing Model ("RPM"), a centralized 
market for obtaining the electric capacity resources necessary to ensure resource adequacy 
in its control area; 

WHEREAS, a capacity resource must remain available for the entire delivery year in 
order to be eligible to offer its capacity in RPM auctions, 

WHEREAS, an owner may seek to sell capacity in an RPM auction associated with 
a generating unit that such owner owns or controls for only a portion of the delivery year as 
result of a transaction specific to such unit commencing or terminating within a delivery year, 

WHEREAS, PJM, in order to facilitate participation in its auctions of all capacity 
resources potentially available, permits owners collectively to authorize PJM to self-schedule 
the Unit on their behalf capacity owned or controlled by such owner for a portion of the 
delivery year, 
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AUTHORIZATION 

NOW, THEREFORE, Owner authorizes PJM to self-schedule its Unit during the 
years during which it will own or control the Unit for only a portion of the identified delivery 
year(s), and acknowledges that it understands and accepts the following terms and 
conditions of this authorization 

1 Each Owner and Other Owner (i) must submit to the PJM-designated electronic 
mail address a fully prepared and executed Authorization from the Owner and 
each Other Owner at least 5 business days prior to the opening of the bidding 
window of an RPM auction and (ii) must submit as the “seller” into the eRPM 
electronic interface system a new unit-specific transaction(s) indicating “Self 
Scheduling Coordinator (SELFSC)” as the “buyer” prior to the opening of the 
auction bidding window Owner understands that failure of any Other Owner to 
satisfy both of these requirements shall preclude a Unit from participation in an 
RPM auction even where Owner otherwise has otherwise fully complied 

2 Because PJM will use the Unit’s current EFORd rating in the self-schedule, 
Owner recognizes that, consequently, the Unit’s unforced capacity value may 
change between the time the Unit is offered into the RPM Auction and the 
delivery year for which the Unit was self-scheduled 

Because PJM will self-schedule the Unit, Owner recognizes that the Unit’s offer 
will always clear an auction and that Owner must accept the applicable clearing 
price 

3 

4 PJM automatically will transfer to Owner (and each Other Owner) the cleared 
capacity of the Unit for the portion of the Delivery Year during which it owns or 
controls the Unit, and that, as the “buyer” in this unit: specific transaction, the 
Owner will for the duration of this period be responsible for any Capacity 
Resources Deficiency Charges that may be assessed (including those resulting 
from a reduced EFORd rating), and, for the duration of the delivery year, its 
proportional share of any Peak-Hour Period Availability Charges, Generation 
Test Resource Rating Test Failure Charges, or Peak Season Maintenance 
Compliance Penalty Charges that may be assessed under RPM rules 

The undersigned, having been granted eRPM Readwrite Access by Owner and duly 
authorized to act on Owner’s behalf, declares to PJM the authority described here above 
and intends that PJM may rely upon such declaration even to Owner’s detrirnent. 

Signed this -Ih day of 120-.....- 

Signed by 
Title 
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I ent 6: Deman 
The Demand Resource Sell Offer Plan (DR Sell Offer Plan) is a PJM template document, 
requiring the information set forth below, together with an accompanying signed PJM 
Demand Resource Officer Certification Form (DR Officer Certification Form) A completed 
DR Sell Offer Plan (including a signed DR Officer Certification Form) must be submitted to 
PJM no later than 15 business days prior to the relevant RPM Auction by Curtailment 
Service Providers (CSPs) that intend to offer Demand Resources (DR) in RPM Auctions 
The DR Sell Offer Plan must provide information that supports the CSP's intended DR Sell 
Offers and demonstrates that the DR is being offered with the intention that the MW quantity 
that clears the auction is reasonably expected to be physically delivered through DR 
registrations for the relevant Delivery Year 

The DR Sell Offer Plan encompasses both existing DR and Planned DR Existing DR is 
identified as end-use customer sites that the CSP has under contract for the current Delivery 
Year (Le. end-use customer sites registered in the PJM eLRS system for the current 
Delivery Year)'* and that the CSP intends to have under contract for the auctian Delivery 
Year.. Planned DR is that quantity of the CSP's intended total DR Sell Offer in excess of the 
CSP's existing DR and is subject to an RPM Credit Requirement 

Both the signed DR Officer Certification Form and the completed DR Sell Offer template 
must be submitted to PJM via email to rpm hotline@t~ini.coni no later than 15 business 
days prior to the relevant RPM auction. PJM will review the DR Sell Offer Plan and notify 
the CSP via email no later than IO business days prior to the RPM Auction if another CSP 
has identified the same end-use customer site(s) in their DR Sell Offer Plan and request 
supporting documentation, such as a letter of support from the end-use customer indicating 
that the end-use customer and CSP are likely to execute a contract for the auction Delivery 
Year. Supporting documentation must be submitted via email to the rpm hotline@pim.com 
no later than 7 business days prior to the RPM Auction. PJM will notify all CSPs via the 
eRPM system of the approved DR MW quantity by zone/sub-zone that the CSP is permitted 
to offer into the RPM Auction no later than 5 business days prior to the RPM Auction. 

I .  PJM Demand Resource Officer Certification Form 
A DR Officer Certification Form is located in Attachment D of Manual 18 and is pasted on 
the PJM web site. A signed DR Officer Certification Form must accompany the DR Sell 
Offer Plan The DR Officer Certification Form specifies that the signing officer has reviewed 
the DR Sell Offer Plan, that the information provided therein is true and correct, and that the 
MW quantity that clears the auction is reasonably expected to be physically delivered 
through DR registrations for the relevant Delivery Year 

'* For a Base Residual Auction and a Third Incremental Auction, end-use customer sites registered in 
the PJM eLRS system for the subsequent Delivery Year may also be considered as existing DR 
provided the registrations are in "Confirmed" status by specified deadlines established by PJM and 
communicated to CSPs in advance of the DR Sell Offer Plan submittal deadline. 
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II. DR Sell Offer Plan Template 
A DR Sell Offer Plan template (in Excel format) is provided on the PJM web site, and 
cansists of the following three sections 

A DR Sell Offer Plan Summary 
B. Planned DR Details 
C. Schedule 

A. DR Sell Offer Plan Summary 
The DR Sell Offer Plan requires the following information to be provided“ 

Q Company name 
Q 

Q 

0 

Contact information (name, phone number and email address of submitter) 
Existing Nominated DR Value in ICAP MWs by zone/subzone that CSP intends 
to offer 
Planned Nominated DR Value in ICAP MWs by zonekubzone that CSP intends 
to offer 

Existing DR is identified by the CSP as end-use customer sites that the CSP has 
under contract and registered in the PJM eLRS System for the current Delivery Year 
and that the CSP also intends to have under contract for the auction Delivery Year 
Planned DR is identified by the CSP as described in the Planned DR Details section 
of the DR Sell Offer Plan template Based on the information provided above, a 
total Nominated DR Value in MWs will be calculated for each zonelsub-zone as the 
addition of the Nominated DR Value of existing DR plus the Nominated DR Value of 
Planned DR The total Nominated DR Value represents the maximum MW amount 
that the CSP intends to offer for the zone/sub-zone The actual MW value(s) 
submitted by a CSP in their Sell Offer(s) for a zone/sub-zone during the auction 
bidding window may be less than the total Nominated DR Value in their DR Sell Offer 
Plan Summary 

Certain zoneskub-zones will be pre-identified by PJM as zones for which DR Sell 
Offers may require additional information to support the plan Additional information 
may be required to support DR Sell Offer Plans for zones/sub-zones for which the 
quantity of cleared zonakub-zonal DR from the last BRA exceeds a threshold 
determined for the applicable LDA group (EMAAC, SWMAAC, Rest of MAAC, or 
Rest of RTO) as the higher of the maximum DR/ILR quantity registered in eLRS 
over the past three Delivery Years for the zones in the LDA group or the zonal DR 
potential quantity for the zones in the LDA group estimated based on a June 2009 
FERC Staff Report on “A National Assessment of Demand Response Potential”, 
where DR quantities are expressed in all cases as a percent of the forecasted zonal 
peak load This determination of the identified zones is made each year prior to each 
BRA and is applicable to all auctions conducted for that Delivery Year Zones or sub- 
zones remain on the identified list unless the threshold is not exceeded for three 
consecutive years Identified zones for a Delivery Year will be posted by PJM to the 
pjm website no later than December 1 prior to the Base Residual Auction for such 
Delivery Year. Updates, if any, made to the 2009 FERC Staff Report will be subject 
to stakeholder review and cansidered for use in the establishment of thresholds in 
the future 
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For these pre-identified zoneslsub-zones, a CSP sell offer threshold is determined 
for each CSP, and DR sell offer quantities in excess of the CSP sell offer threshold 
will require site-specific information, as this quantity in excess of the CSP sell offer 
threshold should reflect Planned DR associated with end-use customer sites that the 
CSP has a high degree of certainty that it will physically deliver for the Delivery Year 
The CSP sell offer threshold is determined as the higher of [(the CSP's maxirnum DR 
quantity registered in eLRS for that zonelsub-zone over the past three Delivery 
Years) or (the CSP's maximum cleared DR quantity for the past three BRAS for that 
zonekub-zone) or (1 0 MW)] 

B. Planned DR Details 
The Planned DR Details section describes the program or strategy for procuring end- 
use customers and provides the details and key assumptions behind the 
development of the Planned DR quantities contained in the CSP's DR Sell Offer 
Plan The Planned DR Details section is comprised of three sub-sections 

1. Description and Key Assumptions of Planned DR 
The CSP must describe the program(s) that the CSP plans to employ to 
achieve the Planned Nominated DR Value indicated on the DR Sell Offer 
Plan Summary This section must describe key program attributes and 
assumptions used to develop the Planned Nominated DR Value This section 
must include, but is not limited to, discussion o f  

o 

Q 

o 

Q Types of customer targeted 
Q 

Method(s) of achieving load reduction at customer site(s) 
Equipment to be controlled or installed at customer site(s), if any 
Plan and ability to acquire customers 

Support of market potential and market, share for the target customer 
base, with adjustments for existing DR customers within this market 
and the potential for other CSPs targeting the same customers 
Assumptions regarding regulatory approval of program(s), if 
applicable 
if offering a Direct Load Control (DLC) program, the following 
additional DLC program details must be provided: 

Q 

Q 

o Description of the cycling control strategy 
o A list of all load research s t u d i e ~ ' ~  (with study dates) used to 

develop the estimated nominated ICAP value (kW) per 
customer (i.e , the per-participant impact). A copy of all 
studies must be provided with the DR Sell Offer Plan. If the 
DLC program employs a radio signal, the CSP may elect to 
either submit a load research study to support the estimated 
nominated ICAP value per customer or utilize the per- 
participant impacts contained in the "Deemed Savings 

l 3  Direct Load Control Research Study Guidelines are provided in PJM Load Forecasting and 
Analysis Manual, Manual 19, Attachment 8 
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Estimates for Legacy Air Conditioning and Water Heating 
Direct Load Control Programs in the PJM Region” ReportI4 

C )  Assumptions regarding switch operability rate (%) 

2. Planned Nominated DR Value by Customer Segment 
For those Planned Nominated DR Values for which an end-use customer site 
is not identified in section 3 of the Planned DR Details, the CSP must identify 
the Planned Nominated DR values by zone/sub-zone and by end-use 
customer segment End-use customer segments include residential, 
commercial, small industrial (less than 3 MW), medium industrial (between 3 
MW and 10 MW) and large industrial (greater than 10 MW) If known, the 
CSP may identify more specific customer segments within the commercial 
and industrial category 

By zone/sub-zone and by end-use customer segment, the CSP must provide 
estimates of the following information regarding the Planned DR component 
of the DR Sell Offer Plan 

Q 

o 

o 

Number of end-use customers to be registered for auction Delivery 
Year 
Average Peak Load Contribution (PLC) per end-use customer in kW 
Average Nominated DR Value per customer in kW 

Based on the above provided information, a total Planned Nominated DR 
Value in MW will be calculated for each end-use customer segment and for 
each zone/sub-zone The total Planned Nominated DR values identified by 
customer segment and aggregated for each zone/sub-zone in Section 2 of 
the Planned DR Details plus the total Planned Nominated DR Values 
identified by end-use customer site(s) and aggregated for each zonekub- 
zone in Section 3 of the Planned DR Details must equal the total Planned 
Nominated DR Value for each zone-sub-zone as identified in the DR Sell 
Offer Plan Summary 

3. Planned Nominated DR Value by End-Use Customer Site 
This section must be completed by the CSP when the end-use customer is 
known at the time of the submittal of the DR Sell Offer Plan This section 
must also be completed for DR Sell Offer quantities identified in the DR Sell 
Offer Plan Summary as requiring site-specific information, since this identified 
quantity should reflect Planned DR associated with specific end-use 
customer sites for which the CSP has a high degree of certainty that it will 
physically deliver for the relevant Delivery Year 

l4 “Deemed Savings Estimates for Legacy Air Conditioning and Water Heating Direct Load Control 
Programs in the PJM Region”, Final Report, RLW Analytics, March 2007, is available at 
http.//www pjm com/-/media/documents/repo~s/20070406-deeme~-savings-repo~-ac-heat ashx 
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The CSP must provide the following information 
Q 

0 Customer name 
0 Customer premise address 
0 ZoneISub-zone 
0 Customer segment 
Q 

o 

Customer EDC account number (if known) 

Actual value (if known) or estimate of current PLC and estimate of 
expected auction Delivery Year PLC in kW 
Estimated Nominated DR Value in kW 

In the event that multiple CSPs identify the same end-use customer site, the 
MWs associated with such site will not be approved for offering into the RPM 
auction by any of the CSPs, unless it can be supported by evidence, such as 
a letter of support from the end-use customer indicating that they have been 
in contact with the CSP and are likely to execute a contract with that CSP for 
the relevant Delivery Year In the event that multiple letters of support 
indicating different CSPs are provided from the end use customer, the MWs 
associated with the end-use customer site will not be approved for offering 
into the RPM auction by any of the CSPs 

C. Schedule 
The CSP must provide an approximate timeline for procuring end-use customer sites 
in order to physically deliver the total Nominated DR Value (existing and Planned 
DR) by zonekub-zone in the DR Sell Offer Summary For each zonekub-zone and 
for each customer segment, the CSP must specify the cumulative number of 
customers and the cumulative Nominated DR Value associated with that group of 
customers that the CSP expects to have under contract by the beginning of each of 
the full Delivery Years occurring between the time of the auction and the auction 
Delivery Year 
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PJM DEMAND RESOURCE SELL OFFER PLAN 
OFFICER CERTIFICATION FORM 

Market Participant Name: 
(“Participant”) 

1 ,  
Participant, understanding that PJM Interconnection, L.L.C. (“PJM”) and PJM Settlement, 

, a duly authorized officer of 

Inc. (“PJM Settlement”) aie relying on this certification as evidence that Participant meets all 
requirements for participating in PJM’s Reliability Pricing Model (“RPM”) auctions, as set 
forth in the PJM Open Access Transmission Tariff (“PJM Tariff’), the Amended and Restated 
Operating Agreement of PJM Interconnection, L.L.C. (“Operating Agreement”), the 
Reliability Assurance Agreement Among Load Serving Entities in the PJM Region (“RAA”), 
and in the PJM Manuals, hereby certify that, as of the date of this certification, to my 
knowledge and belief 

1 I have reviewed Participant’s Demand Resource Sell Offer Plan (the “Plan”) and 
the information supplied to PJM in support of the Plan is true and correct as of the 
date of this certification 

2 The Participant is submitting the Plan with the reasonable expectation, based upon 
its analyses as of the date of this certification, to physically deliver all megawatts 
that clear the RPM Auction through Demand Resource registrations by the 
specified Delivery Year 

3 This certification does not in any way abridge, expand, or otherwise modify the 
current provisions of the PJM Tariff, Operating Agreement and/or RAA, or the 
Participant’s rights and obligations thereunder, including Participant’s ability to 
adjust capacity obligations through participation in PJM incremental auctions and 
bilateral transactions 

Date. BY 
(Sig na tu re) 

Print Name 
Title: 
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Revision 17 (7'2/20/20'l2): 
Conforming revisions in Docket ER13-305-000 to add a Cleveland LDA (Section 
2 3.1) 

Conforming revisions in Docket ER13-149-000 to incorporate task oriented deadlines 
to ensure timely submission of offer data, exception requests and unit-specific 
requests by market participants as well as timely responses thereto by PJM and the 
IMM 

Removal of language restricting replacement transactions on EE Resources with 
non-EE Resources (Section 8 7) 

Removal of ILR related content 

Removal of Transition Period (2007/08 - 2010/11 Delivery Year) related content 

Removal of pre-2012/13 Delivery Year-specific content 

o 

o 

B 

o Glossary updates 

Revision 16 (09/27/2012): 
o Conforming revisions for FERC Order ERI 1-4628 accepted on 12/14/2011 and 

effective 05/15/20'l2 to integrate Price Responsive Demand (PRD) in PJM Capacity 
Market. 

Revision 15 (06/28/2012): 
Conforming revisions for FERC Order ER12-1372 accepted on 05/31/2012 and 
effective 06/01/2012, to clarify load management event and test compliance 
requirements related to sub-zonal and product-specific dispatch (Sections 4.3 1, 8 5, 
8 5.2, 8.6, 9.1.7, and 9.1.9) 

Conforming revisions for FERC Order ERI 1-3322 conditionally accepted on 
02/24/2012 and effective June 1, 2012, to implement a Demand Response Transition 
Provision (DR Capacity Transition Credit and Alternate DR Transition Credit) for the 
2012/2013 through 2014/2015 Delivery Years (Sections 8.8 and 9 4) 

Conforming revisions for FERC Order ER12-513, accepted on 01/30/2012 and 
effective 01/31/2012, to revise point (a) on the VRR Curve (Section 3.4) and clarify 
New Entry Pricing provision (Section 5.3.3). 

Conforming revisions for FERC Order ER 12-636, accepted on 02/16/2012, and 
effective 02/18/2012, to make corrections, clarifications identified as a result of the 
Quality Project Initiative including revisions for CTRs and ICTRs (Sections 5 8.3, 
5 8.4, 6.1.1, 6 1.2, 6.1 3, 6.2, 6.3, 6 4, and 9.3.4) and removal of obsolete provisions 
for Single Customer LSE electing the FRR Alternative and the llnauthorized Load 
Transfer Charge (Section 11 "2 3) 

Revisions to correct bill timing from monthly to weekly for Capacity Resource 
Deficiency Charges (Section 9.1 3), Locational Reliability Charges (Section 9 2 l ) ,  

0 

o 

o 

a 
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Auction ChargeslCredits (Sections 9 3 1 and 9 3 2), CTR and ICTR Credits (Section 
9 3 4), Auction Specific MW Transaction Credits (Section 9 3 5), and ILR Credits 
(Section 9 3 6) 

Revision 14 (02/23/2012): 
o Conforming Revisions for FERC Order ERI 1-2287, accepted on 01/31/2011, and 

effective 01/31/2011 to revise the definition of an Existing Generation Resource for 
the purposes of must-offer and mitigation provisions (Section 1.2, 5 6.1, 5.7.1). 

Conforming Revisions needed to include updates to Installed Reserve Margin, Pool- 
wide average EFORd, Forecast Pool Requirement, CETO, and CETLs prior to 
Incremental Auctions and conform to Attachment DD of Open Access Transmission 
Tariff. (Sections 2.1.1, 2.1 3, 2 1.4, and 2.3) 

Conforming Revisions for FERC Order ERI 1-2287, accepted on 01/31/2011 and 
effective 02/01/2011 to establish three product alternatives (limited, extended 
summer, and annual) for demand resources seeking to participate in PJM's capacity 
market. (Sect ions2.4.3,4.3,4.3.1,4.32,4.3.7,53,5.3.1,5.4,5.62,575,58 1, 
8.22,8.5, 8.5.1,85.2, 8.6, 8.7,9 1 7 , 9  1.9, 11.1.3, 11.3, 11.9.1) 

Conforming Revisions for FERC Order ERI 1-3365, accepted on 6/6/2011 and 
effective 06/17/2011, to refine the calculations of the amount of capacity 
commitments that PJM seeks to procure or release in Incremental Auctions and the 
amount of Excess Committed Credits commencing with the 2012/2013 Delivery Year 
(Sections 3 5 and 8.7.2 ) 

Conforming Revisions for FERC Order ER05-1410-015, et al., accepted on 
05/20/2010 to implement the use of an Updated VRR Curve Increment/Decrement in 
developing PJM Buy Bids/Sell Offers in Incremental Auctions (Section 3.5) 

Conforming Revisions for FERC Order ER12-125 accepted on 12/02/2011 and 
effective 12/19/2011 to clarify that PJM Emergency Load Response Registrations 
must be submitted to PJM no later than one day before the tenth business day 
preceding the relevant Delivery year, and must be approved on or before May 31 '' 
preceding the relevant Delivery Year (Section 4.3.7) 

Conforming Revisions for FERC Order ER10-1003, accepted on 05/05/2010, and 
effective 06/01/2010 to revise PJM's credit risk management rules for certain 
bilateral transactions (unit-specific transactions for cleared capacity, Auction Specific 
MW transactions, and Locatianal UCAP transactions) (Sections 4.6.2, 4.6.6, and 
4.6 7) 

Conforming Revisions needed to clarify the Auction Credit Rate and conform to 
Attachment Q of Open Access Transmission Tariff. (Section 4 8 3) 

Conforming Revisions for FERC Order ER11-2913, accepted on 4/13/201 land 
effective 04/20/2011, to allow Credit-Limited Offers in RPM Auctions for planned 
resources (whether generation, demand resources, or energy efficiency) (Section 
4 I 8 "4). 

Conforming Revisions for FERC Order ERI 1-4143, accepted on 09/12/2011 and 
effective 06/01/2007, to correct time periods for critical peak periods for the 

o 

o 

o 

o 

o 

0 

o 

o 

o 
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assessment of Peak Hour Period Availability from eastern prevailing time (EPT) to 
local prevailing time (LPT) (Section 8 4). 

Conforming Revisions for FERC Order ER09-412, accepted on 03/26/2009, and 
effective 06/01/2009 to allow excess available capacity that satisfies all capacity 
resource obligations of a committed resource to serve as replacement capacity to 
offset potential peak hour period availability penalties (Sections 8.4.5 and 8.4.5.1) 

Conforming Revisions for FERC Order ERIO-2917, accepted on 10/29/2010, and 
effective 11/23/2010 to further clarify that PJM considers committed capacity first in 
determining net peak hour period capacity shortfalls in an LDA and then considers 
uncommitted, available capacity to adjust the net peak hour period capacity shortfall 
in an LDA only to extent necessary to mitigate or eliminate any availability shortfalls 
for committed capacity (Sections 8 4.5 and 8.4 5 1). 

Conforming Revisions for FERC Order ER12-271, accepted on 12/27/2011 and 
effective 12/30/2011, to modify the bill timing of the Demand Resource and ILR 
Compliance Penalty Charge such that charges are assessed and billed in two 
phases (Section 9.1.9) 

Conforming Revisions needed to clarify Fixed Resource Requirement Alternative 
business rules in Section 1 1 3 and conform to Schedule 8.1 of the Reliability 
Assurance Agreement. 

Conforming Revisions for FERC Order ERI 1-2875 regarding MOPR (Section 5 3 5) 

Revisions for DEOK integration (Sections 2 3 1, 2.3.4, 3.3.1, and Attachment B) 

o 

o 

o 

0 

o 

Revision 13 (11/17/2011): 
e 

Revision 12 (05/25/2011): 
o Confirming Revisions for FERC Order ERI 1-2898, accepted on 04/04/201 I and 

effective 04/18/2011, to include changes for 

Requirement to provide meter data on a 24-hour basis during the day on 
which a Load Management event or performance test occurs and for all hours 
during any other days as required by PJM to calculate load red\rclion 

Avoiding double assessment of a penalty (penalty for bath RPM Commitment 
Compliance and Load Management Event or Test Compliance) for a Demand 
Resource 

Modification to the load management retest rules 

Modification and clarification of the rules for use of Demand Resources as 
replacement capacity 

o 

o 

o 

o 

o Confirming Revisions for FERC Order ERI  1-1909, accepted on 12/20/2010 and 
effective on 12/27/2010, to include a change to clarify the definition of an EE 
Resource to reflect that a project qualifying as an EE Resource is one installed at an 
end-use customer’s retail site 
Revisions to EFORd used for a generation resource in the initial evaluation of a FRR 
Entity’s FRR Capacity Plan for a Delivery Year as approved by stakeholders at the 
MRC on August 5,2010 
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Revision I I (04/28/2011): 

Revision IO (06/0 1/20 IO) :  

Revisions for ATSl integration (Sections 2 3 1, 2 3 4, 3 3 1, and Attachment B) 

o Revisions made to rules for Nan Unit-specific Capacity Transactions to clarify that 
PJM will be the counterparty to all transactions, unless market participants expressly 
and mutually contract between themselves (or self schedule to themselves) 
Revisions have been approved at the Markets and Reliability Committee on April 2 1, 
2010 and by FERC (Order ER10-1003 issued on May 5, 2010) 

(I (Reference: FERC Order ER10-1003) 

Revision 9 (03/01/2010): 

Clarifying Revisions 

Conforming Revisions for FERC Order ERI 0-1 5, accepted on 1 1/13/09 and effective 
12/01/09, to include changes to Credit Rate Change 

Conforming Revisions for FERC Order ER09-1679 accepted on October 29, 2009 
and effective November 1, 2009 to include changes for: 

New Entry Pricing Adjustment 

Removal of Existing EE and DR offer caps 

Allocation of LM Test Failure Charges 

Planned DR Deadline .I change to 15 business days 

Excess Commitment Credit for LSEs if cannot sell excess in IA 

Reduction in FRR Obligation when Load Forecast is reduced 

Conforming Revisions for FERC Order ER05-1410 accepted on October 30, 2009 
and effective 11/1/09 to include changes to Incremental Auctions design 

Conforming Revisions for FERC Order ER09-412 accepted on November 5, 2009 
and effective November 13, 2009, to include changes to the trigger for a Conditional 
IA only far delay of Backbone Transmission Upgrade 

Conforming Revisions for ERO9-1679 to include changes to Revisions for the 
automated adjustment to Net CONE 

Conforming Revisions for FERC Order ER10-366 accepted on January 22, 
2010 and effective January 31, 2010, to include changes 

o 

o 

evaluate the method for creation of additional CONE regions 

Revisions to allow Energy Efficiency Resources to participate in Earlier Deliver Years 

o RPM Incremental Auction Times 

Revision 8 (01/0I/IO): 

u 

o 

o 

Revisions approved by stakeholders at MRC on November 1 1, 2009 

One CSP Rule (Section 4, p 33) 

Permanent Load Departure (Section 8, p 98) 
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0 

o 

Tracking Existing DR (Section 4, pp 30-31) 

Revisions approved by stakeholders at MRC on November 30, 2009 (awaiting FERC 
approval by February 1, 2010) 

Winter Capacity Test Exemption (Sections 4 & 8, pp 24, 27, 104-1 05) 0 

Revision 7 (08/18/2009): 

0 Revision to Section 4 to modify business rules to state that RPM suppliers must 
confirm the modeling of each of their capacity resources (Zone, LDA, Unit Type, 
State Location) prior to any RPM auction 

Revision to Section 5 to modify business rules to state that RPM Auction Results will 
not be posted until 4pm or later on Friday of Auction Clearing week. 

0 

Revision 06 (06/18/2009). 

Revisions to include business rules for Cleared Buy Bid and Locational UCAP 
transactions. 

Revisions required as a result of the March 26, 2009 FERC Order regarding 
Reliability Pricing Model 

0 

0 

Revision 05 (10/03/2008): 

Revisions regarding Transmission Service for External Resources offering into RPM 

Re vis ion 04 (0 6/08/2008) : 

0 

0 (Effective May 30, 2008) 

Incorporate Rules for Capacity Export Charge per FERC Order ER07-1050 

Revision 03 (04/01/2008): 

o Established a Min and Max capacity value for Wind Resources offering into an RPM 
Auction. 

Revision 02 (0.2Y21/2008): 

o Correct an error in the original posting of this Manual. Remove the word "not" in the 
End-Use Customer Aggregation section of Section 4 to reflect the fact that 
aggregation of Interruptible for Load (ILR) Resources is allowed 

Revision 04 (02/03/2008): 

0 Revisions made for the following changes: 

o 

o 

Current, Minimum, Maximum Available Capacity Position Definitions 

Change Final Zonal RPM Scaling Factors posting date from October 3 1 st to 
January 5th. 

Allow for Combined Demand Resources and ILR Resources at the same 
location. 

o 

Revision 00 (06/01/07): 

o Manual Created for the Implementation of the Reliability Pricing Model, and the Fixed 
Resource Requirement AI terna tive. 
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REQUEST 

Please coilfirill that the additional energy from purchases pursuant to the REPA will 
increase the energy available for sale into the market, all else equal. 

RESPONSE 

Assuming the approval of the Mitchell transfer in Case No. 20 12-00578 a i d  coiivertiiig 
Rig Sandy Unit 1 to gas or accepting a bid(s) for all 250MWs iii its current RFP 
solicitation, the Coinpaiiy confirms the above statement. 

WITNESS: Jay F. Godfrey/Gregory G. Pauley 



REQUEST 

If tlie Company agrees that the additioiial energy from purchases pursuant to the REPA 
will increase energy available for sale into the niarltet, tlieii does tlie Company propose 
any modification of tlie System Sales Clause so that the margins from such increased 
sales are allocated 100% to customers rather than tlie allocation of 60% to custoiiiers and 
40% to tlie Coinpaiiy under tlie present SSC? Please explain your response and provide 
all reasons for tlie Company’s position on sharing these iiicreiiieiital margins between 
custoiiiers and the Company. 

No. The current 60/40 split between customers and tlie Company is a fair, just and 
reasoiiable allocation as approved in tlie settlement to Case No. 2009-00459. Any 
proposed changes to this allocation sliould be addressed in tlie Company’s next base rate 
filing. 

WITNESS: Raiiie K Wolmlias 



REQUEST 

Please coiifiriii that tlie Company plaiis to treat the REPA as “must ruii,” meaning Llial it 
will p~~rcliase all eiiergy produced by the facility without regard to ecoiioiiiic dispatch. 

Tlie Coiiipaiiy coiifiriiis that it will purchase all eiiergy produced by tlie I‘acility Tlic 
Company has no coiitrol over wlieii EcoPower will sitbiiiit its facility iiito the daily PJii4 
market. Please see sections 5.3 aiid 5.6 of the REPA. 

WITNESS: Gregory G I’auley 



Please provide all reports, studies, and otlier docuiiiciitatioii of tlie construction costs ancl 
operating expenses 01 the proposed Iacility. 

RESPONSE 

Please see ICITJC 1-24 CONFIDENTIAL Attacliiiieiit 1. In addition, please see 
CONFIDENTIAL Altacluiieiit 2, provided in tlie Company's response to ICIUC 1 - 1 4. 
Conlidential treatiiieiit is beiiig sought for ICIUC, 1-2.4 Attachment 1 in entirety 

WITNESS: Jay F Godfrey 
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Please provide all reports, studies, aiid other documentation of the coiistructioii costs and 
operating expenses of otlier biomass facilities similar to the proposed Facility. 

The Company does not have the requested iiiforiiiatioii. 

VdIITNESS: Jay F Godfrey 
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