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ATTACHMENT DD

Reliability Pricing Model

1. INTRODUCTION

This Attachment sets forth the terms and conditions governing the Reliability
Pricing Model for the PJM Region. As more fully set forth in this Attachment and the PJM
Manuals, and in conjunction with the Reliability Assurance Agreement, the Reliability Pricing
Model provides:

@) support for LSEs in satisfying Daily Unforced Capacity Obligations for future Delivery
Years through Self Supply of Capacity Resources;

(b) a competitive auction mechanism to secure the forward commitment of additional
Capacity Resources and Qualifying Transmission Upgrades as necessary to satisfy the portion of
LSEs’ Unforced Capacity Obligations not satisfied through Self-Supply, in order to ensure the
reliability of the PJM Region for future Delivery Years;

(c) long-term pricing signals for the development of Capacity Resources, including demand
resources and planned generation resources, to ensure the reliability of the PJM Region;

(d) recognition for the locational benefits of Capacity Resources;

(e) deficiency charges to ensure progress toward, and fulfillment of, forward commitments
by demand and generation resources to satisfy capacity requirements;

) measures to identify and mitigate capacity market structure deficiencies; and

(9)  a Reliability Backstop mechanism to ensure that sufficient generation, transmission and
demand response solutions will be available to preserve system reliability.
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2. DEFINITIONS

Definitions specific to this Attachment are set forth below. In addition, any capitalized
terms used in this Attachment not defined herein shall have the meaning given to such terms
elsewhere in this Tariff or in the RAA. References to section numbers in this Attachment DD refer
to sections of this attachment, unless otherwise specified.

21 Annual Revenue Rate

“Annual Revenue Rate” shall mean the rate employed to assess a compliance
penalty charge on a Demand Resource Provider or ILR Provider under section 11.

2.2 Avoidable Cost Rate

“Avoidable Cost Rate” shall mean a component of the Market Seller Offer Cap
determined either ealettated-in accordance with the default values specified in section 6_or subject
to the procedures set forth in the Appendix to Attachment M.

2.3 Base Load Generation Resource

“Base Load Generation Resource” shall mean a Generation Capacity Resource
that operates at least 90 percent of the hours that it is available to operate, as determined by the
Office of the Interconnection in accordance with the PJM Manuals.

2.4  Base Offer Segment

“Base Offer Segment” shall mean a component of a Sell Offer based on an
existing Generation Capacity Resource, equal to the Unforced Capacity of such resource, as
determined in accordance with the PJIM Manuals, minus the EFORd Offer Segment. If the Sell
Offers of multiple Market Sellers are based on a single existing Generation Capacity Resource,
the Base Offer Segments of such Market Sellers shall be determined pro rata based on their
entitlements to Unforced Capacity from such resource.

25 Base Residual Auction

“Base Residual Auction” shall mean the auction conducted three years prior to the
start of the Delivery Year to secure commitments from Capacity Resources as necessary to
satisfy any portion of the Unforced Capacity Obligation of the PJM Region not satisfied through
Self-Supply.

26 BuyBid

“Buy Bid” shall mean a bid to buy Capacity Resources in the First Incremental
Auction or Third Incremental Auction.

2.7 Capacity Credit

“Capacity Credit” shall have the meaning specified in Schedule 11 of the
Operating Agreement, including Capacity Credits obtained prior to the termination of such
Schedule applicable to periods after the termination of such Schedule.
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251 Planning Period

“Planning Period” shall have the meaning specified in the Reliability Assurance
Agreement.

252 PJM Region

“PJM Region” shall have the meaning specified in the Reliability Assurance
Agreement.

253 PJM Region Installed Reserve Margin

“PJM Region Installed Reserve Margin” shall have the meaning specified in the
Reliability Assurance Agreement.

254 PJM Region Peak Load Forecast

“PJM Region Peak Load Forecast” shall mean the peak load forecast used by the
Office of the Interconnection in determining the PJM Region Reliability Requirement, and shall
be determined on both a preliminary and final basis as set forth in section 5.

2,55 PJM Region Reliability Requirement

“PJM Region Reliability Requirement” shall mean, for purposes of the Base
Residual Auction, the Forecast Pool Requirement multiplied by the Preliminary PJIM Region Peak
Load Forecast, less the sum of all Preliminary Unforced Capacity Obligations of FRR Entities in the
PJM Region; and, for purposes of the Second Incremental Auction, the Forecast Pool Requirement
multiplied by the Final PJIM Region Peak Load Forecast, less the sum of all Final Unforced
Capacity Obligations of FRR Entities in the PIM Region.

2.56 Projected PIJM Market Revenues

“Projected PJIM Market Revenues” shall mean a component of the Market Seller
Offer Cap calculated in accordance with-section-6 the Appendix to Attachment M.

2.57 Qualifying Transmission Upgrade

“Qualifying Transmission Upgrade” shall mean a proposed enhancement or addition
to the Transmission System that: (a) will increase the Capacity Emergency Transfer Limit into an
LDA by a megawatt quantity certified by the Office of the Interconnection; (b) the Office of the
Interconnection has determined will 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;
(c) is the subject of a Facilities Study Agreement executed before the conduct of the Base Residual
Auction for such Delivery Year and (d) a New Service Customer is obligated to fund through a
rate or charge specific to such facility or upgrade.

258 Reference Resource

“Reference Resource” shall mean a combustion turbine generating station,
configured with two General Electric Frame 7FA turbines with inlet air cooling to 50 degrees,
Selective Catalytic Reduction technology, dual fuel capability, and a heat rate of 10,500 Mmbtu/
MWh.

Issued By:  Craig Glazer Effective: June 20, 2007
Vice President, Federal Government Policy
Issued On:  June 19, 2007



PJM Interconnection, L.L.C. Second Revised Sheet No. 571
FERC Electric Tariff Superseding First Revised Sheet No. 571
Sixth Revised Volume No. 1

2.59 Reliability Assurance Agreement

“Reliability Assurance Agreement” shall mean that certain “Reliability Assurance
Agreement Among Load-Serving Entities in the PJIM Region,” on file with FERC as PIM
Interconnection, L.L.C. Rate Schedule FERC No.44.

2.60 Reliability Pricing Model Auction

“Reliability Pricing Model Auction” shall mean the Base Residual Auction or any
Incremental Auction.

2.61 Resource Substitution Charge

“Resource Substitution Charge” shall mean a charge assessed on Capacity Market
Buyers in a First Incremental Auction or Third Incremental Auction to recover the cost of
replacement Capacity Resources.

2.62 Second Incremental Auction

“Second Incremental Auction” shall mean an auction conducted pursuant to
Section 5, to secure the commitment of Capacity Resources as necessary to satisfy an increase in
the PJM Region Peak Load Forecast above that reflected in the Base Residual Auction.

2.63  Sell Offer

“Sell Offer” shall mean an offer to sell Capacity Resources in a Base Residual
Auction, Incremental Auction, or Reliability Backstop Auction.

2.64  Sell Offer Price Cap

“Sell Offer Price Cap” shall mean a maximum offer price applicable to certain
Market Sellers under certain conditions, as determined in accordance with—_the Appendix to
Attachment MSection-6.

2.65 Self-Supply

“Self-Supply” shall mean Capacity Resources secured by a Load-Serving Entity,
by ownership or contract, outside a Reliability Pricing Model Auction, and used to meet
obligations under this Attachment or the Reliability Assurance Agreement through submission in
a Base Residual Auction of a Sell Offer indicating such Market Seller’s intent that such Capacity
Resource be committed regardless of clearing price. An LSE may submit a Sell Offer with a
price bid for an owned or contracted Capacity Resource, but such Sell Offer shall not be deemed
“Self-Supply,” solely as such term is used in this Attachment.
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4. GENERAL PROVISIONS

4.1 Capacity Market Sellers

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

4.2 Capacity Market Buyers

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

4.3 Agents

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

4.4  General Obligations of Capacity Market Buyers and Capacity Market Sellers

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

45  Confidentiality

The following information submitted to the Office of the Interconnection in connection
with any Base Residual Auction, Incremental Auction, or Reliability Backstop Auction shall be
deemed confidential information for purposes of Section 18.17 of the Operating Agreement_and
the Appendix to Attachment M: (i) the terms and conditions of the Sell Offers and Buy Bids;
and (ii) the terms and conditions of any bilateral transactions for Capacity Resources.
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5.6.6 |Availability of Capacity Resources for Sale

a) The Office of the Interconnection shall determine the maximum quantity of
megawatts of Unforced Capacity each Market Seller may offer in any Base Residual Auction or
Incremental Auction, through verification of the availability of megawatts of Unforced Capacity
from: (i) Capacity Resources owned by or under contract to the Market Seller, including
Capacity Resources obtained through bilateral contract; (ii) the results of prior Reliability Pricing
Model Auctions, if any, for such Delivery Year; and (iii) such other information as may be
available to the Office of the Interconnection. The Office of the Interconnection shall reject Sell
Offers or portions of Sell Offers for Capacity Resources determined by it not to be available for
sale.

b) The Office of the Interconnection shall determine the maximum amount of
Capacity Resources available for sale in a Base Residual Auction or Incremental Auction as of
the beginning of the period during which Buy Bids and Sell Offers are accepted for each market,
as applicable, in accordance with the time schedule set forth in the PJIM Manuals. To enable the
Office of the Interconnection to make this determination, no bilateral transactions for Capacity
Resources applicable to the period covered by an auction will be processed from the beginning
of the period for submission of Sell Offers and Buy Bids, as appropriate, for that auction until
completion of the clearing determination for that market. Processing of such bilateral
transactions will reconvene once clearing for that auction is completed.

C) In order for a bilateral transaction for the purchase and sale of a Capacity
Resource to be processed by the Office of the Interconnection, both parties to the transaction
must notify the Office of the Interconnection of the transfer of the Capacity Resource from the
seller to the buyer in accordance with procedures established by the Office of the Interconnection
and set forth in the PJIM Manuals.

=

Comment [MA1]: Move the process described in
§ 5.6.6(d) to the Appendix to Attachment M.

d) A Generation Capacity Resource located in the PJM Region shall not be removed- - - - { Formatted: Indent: First line: 36 pt

(delisted) from PJM Capacity Resource status to the extent the resource is committed to service
of PJM loads as a result of an RPM Auction, FRR Capacity Plan, or by designation as a
replacement resource under this Attachment DD. To the extent not so committed, a Generation
Capacity Resource (including any portion thereof not so committed or for any time period not so
committed) located in the PJM Region may be removed from PJM Capacity Resource status only
if the Market Seller shows that the resource has a financially and physically firm commitment to
an external sale of its capacity;-consistent-with-seetion-6-6_in accordance with the procedure set
forth in the Appendix to Attachment M.
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5.7  Buy Bids

Buy Bids shall be submitted only in a First Incremental Auction or Third Incremental
Auction. Buy Bids shall specify, as appropriate:

a) The quantity of Unforced Capacity desired, in increments of 0.1 megawatt;

b) The maximum price, in dollars and cents per megawatt per day, that will be paid
by the buyer for the megawatt quantity of Unforced Capacity desired; and
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b)

€)

d)

Year.

viii) The Net Energy and Ancillary Services Revenue Offset values for
the PJM Region for use in the Variable Resource Requirement
Curves for the PJIM Region and each Locational Deliverability
Area for which a separate Variable Resource Requirement Curve
has been established for such Base Residual Auction; and

iX)

The results of the Preliminary Market Structure Screen in
accordance with seetion-6-2(ajthe Appendix to Attachment M.

The information listed in (a), with the exception of the Preliminary PJIM Region
Peak Load Forecast and the Variable Resource Requirement Curves, will continue to be posted
and applicable for the First, Second, and Third Incremental Auctions for such Delivery Year.
The Variable Resource Requirement Curves shall remain posted during the auction process for a
Delivery Year, but shall be used only in the Base Residual Auction for such Delivery Year.

In accordance with the schedule provided in the PIM Manuals, PJM will post the
Final PJIM Region Peak Load Forecast and the allocation to each zone of the incremental
obligation resulting from such final forecast, prior to conducting the Second Incremental Auction
for such Delivery Year;

In accordance with the schedule provided in the PJIM Manuals, PIM will advise
owners of Generation Capacity Resources of the updated EFORd values for such Generation
Capacity Resources prior to the conduct of the Third Incremental Auction for such Delivery

5.12 Conduct of RPM Auctions

The Office of the Interconnection shall employ an optimization algorithm for each Base
Residual Auction and each Incremental Auction to evaluate the Sell Offers and other inputs to
such auction to determine the Sell Offers that clear such auction.

a)

Base Residual Auction

For each Base Residual Auction, the optimization algorithm shall consider:

Issued By:

Issued On:

all Sell Offers submitted in such auction;

the Variable Resource Requirement Curves for the PJIM Region and
each LDA;

any constraints resulting from the Locational Deliverability
Requirement;

the PJM Region Reliability Requirement, minus the Forecast RTO ILR
Obligation.
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(3) The Office of the Interconnection shall perform a
sensitivity analysis on any Base Residual Auction that included
Sell Offers meeting the criteria of Section 5.14(h)(2), for which the
Capacity Market Seller has not obtained a prior favorable
determination from FERC as described in subsection (2) hereof.
Such analysis shall re-calculate the clearing price for the Base
Residual Auction employing in place of each actual Sell Offer
meeting the criteria a substitute Sell Offer equal to 90 percent of
the applicable estimated cost determined in accordance with
Section 5.14(h)(1) above, or, if there is no applicable estimated
cost, equal to 80 percent of the then-applicable Net CONE. If the
resulting difference in price between the new clearing price and the
initial clearing price differs by an amount greater than the greater
of 20 percent or 25 dollars per megawatt-day for a total LDA
Reliability Requirement greater than 15,000 megawatts; or the
greater of 25 percent or 25 dollars per megawatt-day for a total
LDA Reliability Requirement greater than 5,000 and less than
15,000 megawatts; or the greater of 30 percent or 25 dollars per
megawatt-day for a total LDA Reliability Requirement of less than
5,000 megawatts; then the Market—Menitoring—UnitOffice of
Interconnection shall discard the results of the Base Residual
Auction and the Market Monitoring Unit and the affected Capacity
Market Seller shall determineagree to a replacement clearing price
and the identity of the accepted Capacity Resources usiagin
accordance with the procedure set forth in the Appendix to

Attachment Msection5-14(h){5) below,

(4) Including all of the Sell Offers in a single Base
Residual Auction that meet the criteria of 5.14(h)(3) above, PIM
shall first calculate the replacement clearing price and the total
quantity of Capacity Resources needed for the LDA. PJM shall
then accept Sell Offers to provide Capacity Resources in
accordance with the following priority and criteria for allocation:
(i) first, all Sell Offers in their entirety designated as self-supply;
(ii) then, all Sell Offers of zero, prorating to the extent necessary,
and (iii) then all remaining Sell Offers in order of the lowest price,
subject to the optimization principles set forth in Section 5.14.
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0] Capacity Export Charges and Credits
1) Charge

Each Capacity Export Transmission Customer shall incur for each day of each Delivery
Year a Capacity Export Charge equal to the Reserved Capacity of Long-Term Firm
Transmission Service used for such export (“Export Reserved Capacity”) multiplied by (the
Final Zonal Capacity Price for such Delivery Year for the Zone encompassing the interface with
the Control Area to which such capacity is exported minus the Final Zonal Capacity Price for
such Delivery Year for the Zone in which the resources designated for export are located, but not
less than zero). If more than one Zone forms the interface with such Control Area, then the
amount of Reserved Capacity described above shall be apportioned among such Zones for
purposes of the above calculation in proportion to the flows from such resource through each
such Zone directly to such interface under CETO/CETL analysis conditions, as determined by
the Office of the Interconnection using procedures set forth in the PJM Manuals. The amount of
the Reserved Capacity that is associated with a fully controllable facility that crosses such
interface shall be completely apportioned to the Zone within which such facility terminates.

2 Credit

To recognize the value of firm Transmission Service held by any such Capacity Export
Transmission Customer, such customer assessed a charge under section 5.14(i)(1) also shall
receive a credit, comparable to the Capacity Transfer Rights provided to Load-Serving Entities
under section 5.15. Such credit shall be equal to the locational capacity price difference
specified in section 5.14(i)(1) times the Export Customer's Allocated Share determined as
follows:

Export Customer’s Allocated Share equals

(Export Path Import * Export Reserved Capacity) /

(Export Reserved Capacity + Daily Unforced Capacity Obligations of all LSEs in such Zone).
Where:

“Export Path Import” means the megawatts of Unforced Capacity imported into the export
interface Zone from the Zone in which the resource designated for export is located.

If more than one Zone forms the interface with such Control Area, then the amount of Export
Reserved Capacity shall be apportioned among such Zones for purposes of the above calculation
in the same manner as set forth in subsection (i)(1) above.

3) Distribution of Revenues

Any revenues collected from the Capacity Export Charge with respect to any capacity
export for a Delivery Year, less the credit provided in subsection (i)(2) for such Delivery Year,
shall be distributed to the Load Serving Entities in the export-interface Zone that were assessed a
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(e) Capacity Transfer Rights shall be transferable. A purchaser of Capacity Transfer
Rights from the original party allocated such rights shall receive any payments due under this
section or section 5.16, provided the seller and purchaser of such rights timely notify the Office
of the Interconnection of such purchase, in accordance with procedures specified in the PIM
manuals.

5.16 Incremental Capacity Transfer Rights

@) The Office of the Interconnection shall allocate Incremental Capacity Transfer
Rights to a New Service Customer (or, for facilities or upgrades in a 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 a Locational Deliverability Area, with respect to any such
transmission facility or upgrade interconnected to the Transmission System pursuant to Part 1V
of this Tariff, including transmission facilities or upgrades interconnected to the Transmission
System pursuant to Part IV prior to the effective date of this Attachment. Incremental Capacity
Transfer Rights shall be available for a facility or upgrade for a Delivery Year only if the Office
of the Interconnection certifies the quantity of Import Capability provided by such facility or
upgrade at least 45 days prior to the Base Residual Auction for such Delivery Year. The
megawatt quantity of Incremental Capacity Transfer Rights allocated to such a New Service
Customer (or Interconnection Customer) shall equal the megawatt quantity of the increase in
Import Capability across a locational constraint resulting from such upgrade or facility, provided
that the total Incremental Capacity Transfer Rights awarded as to an LDA may not exceed the
total Capacity Transfer Rights determined as to such LDA. A Capacity Market Seller that offers
and clears a Qualifying Transmission Upgrade in the Base Residual Auction for a Delivery Year
shall not receive Incremental Capacity Transfer Rights with respect to such upgrade for such
Delivery Year. Terms and conditions for the allocation of Incremental Capacity Transfer Rights
to New Service Customers shall be as further set forth in Part V1 of this Tariff.

(b) For any Base Residual or Incremental Auction that results in a positive Locational
Price Adder for such LDA, the holder of an Incremental Capacity Transfer Right shall receive a
payment equal to the Locational Price Adder for the LDA into which the associated facility or
upgrade increased Import Capability minus the Locational Price Adder for the LDA from which
the Import Capability increase was measured, multiplied by the megawatt quantity of the
Incremental Capacity Transfer Right allocated to such Interconnection Customer.

6. MARKET POWER MITIGATION
6.1  Applicability

The provisions of the Market Monitoring Plan (in-Attachment M _and its Appendix to this
Tariff) apply to the Reliability Pricing Model Auctions. In addition, PJM shall apply market
power mitigation measures, as set forth in this section 6, to any Base Residual Auction or
Incremental Auctlon for any Locatlonal Dellverablllty Area hawng—a—l:eeatrenal—llﬁee—Aeleler
3 A2that fails
the Market Structure Test, but only in the event the SeII Offers that were accepted by such
algorithm  to resolve  any locational constraint  giving rise to the
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Locational Price Adder (and that would not have been accepted absent such constraint), and all
Sell Offers that would resolve such constraint remaining available but unaccepted by such
algorithm, collectively fail the Market Structure TestSereen set forth in this section 6. PJM shall
also apply market power mitigation measures, as set forth in this section 6, to any Base Residual
Auction or Incremental Auction for the entire PJIM Region. This section also specifies an offer
requirement applicable to all Capacity Resources, regardless of Locational Deliverability Area.
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‘6.2 PI’OCES# - ‘{Comment [MA3]: Move § 6.2(a) & (c) to the
Appendix to Attachment M.

{b}——1In accordance with the schedule specified in the PIM Manuals, following PJM’s
conduct of a Base Residual Auction or Incremental Auction pursuant to section 5.12, but prior to
PJM’s final determination of clearing prices and charges pursuant to section 5.14, PIM shall: (i)
apply the Market Structure Test to any LDA having a Locational Price Adder greater than zero
and to the entire PJM region; (ii) apply Offer Caps, if required under this section 6; and (iii)
recompute the optimization algorithm to clear the auction with the Offer Caps in place.

_ — -| Comment [MA4]: Move § 6.3(a) & (c) to the
Appendix to Attachment M.
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() Market Structure Test.

{——In accordance with the schedule set under section 6.2, the Market-Meonitoring: - -~ ~ { Formatted: Indent: Left: 0 pt

UnitOffice of Interconnection shall apply the Market Structure Test to an LDA or the PJM

Reglon if the condltlons specmed in sectlon 6 5 are met as to such LDA. —Iﬂ%pheauen@f—the

(bH)  An LDA, Unconstrained LDA Group, or the PJM Region shall fail the Mal’keP***‘[Formatted: Indent: Left: 0 pt

Structure Test, and mitigation shall be applied to all jointly pivotal suppliers (including all
Affiliates of such suppliers, and all third-party supply in the relevant LDA or Unconstrained
LDA Group controlled by such suppliers by contract), if, as to the Sell Offers described in
sectlon 6 1, there are not more than three jomtly plvotal suppliers. Imgprevmem&alseieemdﬁln

6.4  Market Seller Offer Caps

@) The Market Seller Offer Cap, stated in dollars per MW-year, applicable to price-
quantity offers within the Base Offer Segment for an existing Generation Capacity Resource
shall be the Avoidable Cost Rate for such resource, less the PrOJected PIM Market Revenues for

(b) For any -Third Incremental Auction, the Market Seller Offer Cap for an existing
Generation Capacity Resource shall be determined pursuant to paragraph (a) of this Section 6.4,
Issued By:  Craig Glazer Effective: November 1, 2008
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or if elected by the Capacity Market Seller, shall be equal to 1.1 times the Capacity Resource
Clearing Price in the Base Residual Auction for the relevant LDA and Delivery Year.

‘6.5 Mitigation\ __ -~ -| Comment [MAS5]: Move ACR the process for
. e developing the ACR inputs to the Appendix to
The Office of the Interconnection shall apply market power mitigation measures to any Attachment M.

Base Residual Auctlon or Incremental Auctlon for any LDA Unconstralned LDA Group, or the

PJM Region that. , fails

the Market Structure Test, but only i |n the event the cost- based Sell Offers that Would be accepted - iommer:jt d[nk:IAe]: This his aﬁubstamive change
””””””””””””””””””””””””””” that is needed because neither the PJM Region nore

by the optlmlzatlon algorlthm Uncontrained LDA Groups have Locational Price

Adders. This needed aside from the changes needed
for compliance with Order No. 719.
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to resolve any locational constraint giving rise to the Locational Price Adder (and that would not
have been accepted absent such constraint), and all cost-based Sell Offers made at a price less
than or equal to 150 percent of the clearing price determined by the optimization algorithm that
would help resolve such constraint remaining available but unaccepted by such algorithm,
collectively fail the Market Structure Test.

@) Mitigation for Generation Capacity Resources.

Mitigation will be applied on a unit-specific basis and only if the Sell Offer of Unforced
Capacity from a Generation Capacity Resource: (1) is greater than the Market Seller Offer Cap
applicable to such resource; and (2) would, absent mitigation, increase the Capacity Resource
Clearing Price in the relevant auction. If such conditions are met, such Sell Offer shall be set
equal to the Market Seller Offer Cap.

Issued By: Craig Glazer Effective: April 1, 2008
Vice President, Federal Government Policy
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(b) Mitigation for Demand Resources

The Market Seller Offer Cap shall not be applied to Sell Offers of Planned Demand Resources.
When the Market Structure Test is failed, any Sell Offers of existing Demand Resources shall not be
considered in determining the Capacity Resource Clearing Price in any auction for the market for
which such test was failed.

6.6  Offer Requirement for Capacity Resources | ‘[Comment [MAB]: Move § 6.6(b).part of (¢) & (g)
””””””””””””””” to the Appendix to Attahchment M.

@) To avoid application of subsection (d), all Unforced Capacity of all existing Generation
Capacity Resources located in the PJIM Region shall be offered (which may include submission as
Self-Supply) in the Base Residual Auction for each Delivery Year, where Unforced Capacity is
determined using an EFORd less than or equal to the EFORd for the 12 months ending on the
September 30 that last precedes the submission of such offers, or an alternative developed in
accordance with the Appendix to Attachment M.-
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exceptions stated in the prior subsection: (i) may not participate in any subsequent auctions
conducted for such Delivery Year; (ii) shall not receive any payments under section 5.14 for such
Delivery Year; and (iii) shall not be permitted to satisfy any LSE’s Unforced Capacity
Obligation, or any entity’s obligation to obtain the commitment of Capacity Resources, for such
Delivery Year.

(e) To avoid application of subsection (f), any existing Generation Capacity Resource
located in the PJM Region that is offered into the Base Residual Auction for a Delivery Year, but
that does not clear in such auction, shall be offered in the First, Second, and Third Incremental
Auctions for such Dellvery Year, unless an exceptlon is_obtained under the Appendlx to
Attachment M.s4 apacity Wby

()] Any existing Generation Capacity Resource located in the PJIM Region that is
offered into the Base Residual Auction for a particular Delivery Year, does not clear in such
auction, is not offered into the First, Second, or Third_ Incremental Auctions for such Delivery
Year, and does not meet any of the exceptions stated in subsection (c): (i) may not participate in
any subsequent auctions conducted for such Delivery Year; (ii) shall not receive any payments
under section 5.14 for such Delivery Year;-ané (iii) shall not be permitted to satisfy any LSE’s
Unforced Capacity Obligation, or any entity’s obligation to obtain the commitment of Capacity
Resources, for such Delivery Year; and (iv) may be subject to further action by Market
Monitoring Unit under Attachment M and its Appendix.

default ACR table and § 6.8 to the Appendix to

~ -1 Comment [MA9]: Move § 6.7 except for the
Attahcment M.

@ Potential participants in any PJM Reliability Pricing Model Auction_on a

basis other than Self-Supply shall -alse—submit—nr-addition-to-or-instead-ofa-Sel-Offer—either an
Avoided Cost Rate equal to or less than that developed in accordance with the Appendix to
Attachment M or equal to or Iess than the default Avoided Cost Rates mcluded below—(all
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Technology Classes Not Likely to be the Marginal Price Setting Resource

Mothball Retirement
m Avoidable Cost Rate Avoidable Cost Rate
($/MW-Day) ($/MW-Day)
Nuclear N/a N/a
Pumped Storage $18.59 $29.65
Hydro $63.55 $94.47
Sub-Critical Coal 152.59 192.02
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Super Critical Coal
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Waste Coal -— Small .
Waste Coal — Large 74.42 $102.20
Wind Nia Nia
Maximum Avoidable Cost Rates by Technology Class
Mothball Retirement
Technology Avoidable Cost Rate Avoidable Cost Rate
($/MW-Day) ($/MW-Day)
CC- Two on One Frame F Technology $27.68 $44.65
CC- Three on One Frame E/Siemens Technology $30.72 $47.32
CC - Three or More on One or More Frame F Technology $23.95 $37.83
CC - NUG Cogeneration Frame B or E Technology 102.86 157.09
CT - First & Second Generation Aero (P&W FT 4 $21.99 $33.24
CT - First & Second Generation Frame B $21.73 $32.95
CT - Second Generation Frame E $20.66 $31.44
CT - Third Generation Aero (GE LM 6000) $50.01 $83.83
CT - Third Generation Aero (P&W FT- 8 TwinPak) $26.23 $43.98
CT - Third Generation Frame F $21.20 $34.74
Diesel $23.53 $33.97
Oil and Gas Steam 58.36 80.77
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7.1  Generation Resource Rating Test Failure Charges

A Generation Resource Rating Test Failure Charge shall be assessed on any Market
Seller that commits a Generation Capacity Resource for a Delivery Year if such resource fails a
generation resource capacity test, as provided herein.

a) Generation Resource Fails Capacity Test in Delivery Year

Each Generation Capacity Resource committed for a Delivery Year shall be obligated to
complete a generation resource capacity test, as described in the PIM Manuals, for both the
Summer and Winter Seasons. The Market Seller that committed the resource may perform an
unlimited number of tests during each such period. If none of the tests during a testing period
certify full delivery of the megawatt amount of installed capacity the Market Seller committed
for such Delivery Year, the Market Seller shall be assessed a daily Generation Resource Rating
Test Failure Charge for each day from the first day of the Summer or Winter Season in which
such resource failed the rating test through the last day of such Delivery Year, provided,
however, that a Capacity Market Seller that fails or is expected to fail a rating test may obtain
and commit Unforced Capacity from a replacement Generation Capacity Resource meeting the
same locational requirements. Such Unforced Capacity may include uncommitted or uncleared
Sell Offer blocks from Generation Capacity Resources that were otherwise committed. Any
such commitment of replacement capacity shall be effective upon no less than one day’s notice
to the Office of the Interconnection, and shall reduce the amount of installed capacity committed
from the Generation Capacity Resource, that failed or was expected to fail such rating test, in
accordance with the determination prescribed by subsection (b) below.
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AE

BG&E

DPL

PECO

PEPCO

PSE&G

JCP&L

MetEd

PPL

PSEG northern region (north of Linden substation); and
DPL southern region (south of Chesapeake and Delaware Canal).
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174  Transition Period Variable Resource Requirement Curves

During the Transition Period, the Office of the Interconnection shall post on the PIM
internet site the Variable Resource Requirement Curves that will apply for each Delivery Year no
later than one month prior to the conduct of the Base Residual Auction for such Delivery Year.

175 Market Mitigation

The provisions of Section 6 of this Attachment and Attachment M and its Appendix
shall apply to all Reliability Pricing Model Auctions conducted during the Transition Period;
provided, however, that during the Transition Period, as to a Capacity Market Seller that owns or
controls no more than 10,000 megawatts of Unforced Capacity in the PIM Region, the otherwise
applicable Market Seller Offer Cap provided in Section 6 or the Appendix to Attachment M shall be
increased by up to the following amounts in the following years for any Sell Offer submitted by such
a seller in any Unconstrained LDA Group, with respect to no more than 3,000 megawatts of such
Unforced Capacity:

(@) $10/MW-day for the 2007-2008 Delivery Year;
(b) $10/MW-day for the 2008-2009 Delivery Year; and
(c) $7.50/MW-day for the 2009-2010 Delivery Year;

For purposes of this provision, the 10,000 megawatt maximum shall apply separately
to a Capacity Market Seller’s resources subject to state rate-based regulation and resources that are
not subject to state rate-based regulation.

17.6  Performance Assessment

Within six months after the end of the fourth Delivery Year, the Office of the
Interconnection shall prepare, provide to Members, and file with FERC an assessment of the
performance of the Reliability Pricing Model.
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