Reliability Assurance Agreement
1. DEFINITIONS

Large Load Adjustment:

“Large Load Adjustment” shall mean any MW quantity of adjustments to summer peak load at the
“zone/area” level and summed by Zone as further detailed in PJM Manuals. For purposes of this
definition, a “zone/area” is an area within a Zone for which the relevant Electric Distributor specifies a
separate Obligation Peak Load MW value. A zone/area is a service area of an Electric Distributor that is
a separately identifiable, geographic area bounded by wholesale metering (e.g., the service territory of
an operating company of a Transmission Owner).

Threshold Quantity:

“Threshold Quantity” shall mean, as to any FRR Entity for any Delivery Year, the sum of (a) the Unforced
Capacity equivalent (determined using the Pool-Wide Average EFORD through the 2024/2025 Delivery
Year, or pool-wide average Accredited UCAP Factor effective with the 2025/2026 Delivery Year) of the
Installed Reserve Margin for such Delivery Year multiplied by the Preliminary Forecast Peak Load for
which such FRR Entity is responsible under its FRR Capacity Plan for such Delivery Year, plus (b) the
lesser of (i) 3% of the Unforced Capacity amount determined in (a) above or (ii) 450 MW. If the FRR
Entity is not responsible for all load within a Zone, the Preliminary Forecast Peak Load for such entity
shall be the FRR-Entity’s Obligation-Peakltoadlast determined-priorto-the Base Residual A ion-fo
such-Delivery-Year,times-the Base FRR-Scaling Factor-{as-determined in

Assurance Agreement, Schedule 8.1, section D.2)}.
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Reliability Assurance Agreement, Schedule 8
Schedule 8

DETERMINATION OF UNFORCED CAPACITY OBLIGATIONS

A. For each billing month during a Delivery Year, the Daily Unforced Capacity Obligation of a Party that
has not elected the FRR Alternative for such Delivery Year shall be determined on a daily basis for each
Zone as follows:

Daily Unforced Capacity Obligation = OPL x Final Zonal RPM Scaling Factor x FPR

Where:

OPL =Obligation Peak Load, defined as the daily summation of the weather-adjusted coincident summer
peak, last preceding the Delivery Year, of the end-users in such Zone (net of operating Behind The Meter

Generation, but not to be less than zero) for which such Party was responsible on that billing day, as
determined in accordance with the procedures set forth in the PJM Manuals, and, as adjusted further to

include the Obligation Peak Load associated with any Large Load Adjustment that may be allocated to
the Party

Final Zonal RPM Scaling Factor = the factor determined as set forth in sections B and C of this Schedule

FPR = the Forecast Pool Requirement

Netting of Behind the Meter Generation for a Party with regard to Non-Retail Behind the Meter
Generation shall be subject to the following limitation:

For the 2006/2007 Planning Period, 100 percent of the operating Non-Retail Behind the Meter
Generation shall be netted, provided that the total amount of Non-Retail Behind the Meter Generation
in the PJM Region does not exceed 1500 megawatts (“Non-Retail Threshold”). For each Planning
Period/Delivery Year thereafter, the Non-Retail threshold shall be proportionately increased based on
load growth in the PJM Region but shall not be greater than 3000 megawatts. Load growth shall be
determined by the Office of the Interconnection based on the most recent forecasted weather-adjusted
coincident summer peak for the PJM Region divided by the weather-adjusted coincident peak for the
previous summer for the same area. After the load growth factor is applied, the Non-Retail Threshold
will be rounded up or down to the nearest whole megawatt and the rounded number shall be the Non-
Retail Threshold for the current Planning Period and the base amount for calculating the Non-Retail
Threshold for the succeeding planning period. If the Non-Retail Threshold is exceeded, the amount of
operating Non-Retail Behind the Meter Generation that a Party may net shall be adjusted according to
the following formula:



Party Netting Credit = (NRT/ PJM NRBTMG) * Party Operating NRBTMG

Where: NRBTMG is Non-Retail Behind the Meter Generation

NRT is the Non-Retail Threshold

PJM NRBTMG is the total amount of Non-Retail Behind the Meter Generation in the PJM Region The
total amount of Non-Retail Behind the Meter Generation that is eligible for netting in the PJM Region is
3000 megawatts. Once this 3000 megawatt limit is reached, any additional Non-Retail Behind the Meter
Generation which operates in the PJM Region will be ineligible for netting under this section.

In addition, the Party NRBTMG Netting Credit shall be adjusted pursuant to Schedule 16 of this
Agreement, if applicable.

A Party shall be required to report to PJM such information as is required to facilitate the determination
of its NRBTMG Netting Credit in accordance with the procedures set forth in the PJM Manuals.

B. Following the Base Residual Auction for a Delivery Year, the Office of the Interconnection shall
determine the Base Zonal RPM Scaling Factor and the Base Zonal Unforced Capacity Obligation for each
Zone for such Delivery Year as follows:

Forthe-2018/2019 Delivery-Year-and-subsequent-Delivery-Years;-Base Zonal Unforced Capacity

Obligation = (ZPLDY / RPLDY) * RUCO{ZWNSP-* Base Zonal-RPM-Sealing-Factor* FPR)

and

Base Zonal RPM Scaling Factor = Base Zonal Unforced Capacity Obligation / (Adjusted ZWNSP * FPR)
ZPLDY/ZWNSP % [RUCO-/{RPLDY x-FPR}]

Where:

ZPLDY = Preliminary Zonal Peak Load Forecast for such Delivery Year

RPLDY = RTO Preliminary Peak Load Forecast for such Delivery Year,

RUCO = the RTO Unforced Capacity Obligation satisfied in the Base Residual Auction for such Delivery
Year,

FPR = the Forecast Pool Requirement, and,




Adjusted ZWNSP = Adjusted Zonal Weather Normalized Summer Peak = ZWNSP + [ ZLLA * (ZWNSP /
(ZPLDY — ZLLA)) ]

Where:

ZWNSP = Zonal Weather-Normalized Summer Peak for the summer season concluding four
years prior to the commencement of such Delivery Year, and,

ZLLA = the total Zonal MW quantity of Large Load Adjustment for such Delivery Year.

For purposes of such determination, PJM shall determine the Preliminary RTO Peak Load Forecast, and
the Preliminary Zonal Peak Load Forecasts for each Zone, in accordance with the PJM Manuals for each
Delivery Year no later than one month prior to the Base Residual Auction for such Delivery Year. PJM
shall determine the Updated RTO and Zonal Peak Load Forecasts in accordance with the PJM Manuals
for each Delivery Year no later than one month prior to each of the First, Second, and Third Incremental
Auctions for such Delivery Year. PJM shall determine the most recent Weather Normalized Summer
Peak for each Zone no later than seven months prior to the start of the Delivery Year, and shall calculate
the RTO Weather Normalized Summer Peak as the sum of the Weather Normalized Summer Peaks for
all Zones._In addition, for each Zone, PJM shall determine, as applicable, the Adjusted Zonal Weather

Normalized Summer Peak as set forth in Section B of this Schedule, where the Obligation Peak Load

associated with such Large Load Adjustment is included. The Obligation Peak Load associated with such

Large Load Adjustment MW will be calculated for each “zone/area” as determined by:

LLAOPL = the Obligation Peak Load associated with the total MW quantity of Large Load Adjustment of a
Zone or separate wholesale area within the zone for such Delivery Year = LLAMW * (ZWNSP / (ZPLDY —

ZLLA))

Where:

LLAMW = the total MW quantity of Large Load Adjustment of a Zone or of a separate wholesale

area within the Zone for the relevant Delivery Year,

ZWNSP = Zonal Weather-Normalized Summer Peak from most recent summer season,

ZPLDY = Zonal Peak Load Forecast for such Delivery Year, and,




ZLLA = the total zonal MW guantity of Large Load Adjustment for such Delivery Year.

C. This subsection C is effective through the end of the 2024/2025 Delivery Year. The Final RTO
Unforced Capacity Obligation for a Delivery Year shall be equal to the sum of the unforced capacity

obligations satisfied through the Base Residual Auction and the First, Second, Third, and any Conditional
Incremental Auctions for such Delivery Year. The unforced capacity obligation satisfied in an Incremental
Auction may be negative if capacity is decommitted in such auction. The Final Zonal Unforced Capacity
Obligation for a Zone shall be equal to such Zone’s pro rata share of the Final RTO Unforced Capacity
Obligation for the Delivery Year based on the Final Zonal Peak Load Forecast made one month prior to
the Third Incremental Auction. The Final Zonal RPM Scaling Factor shall be equal to the Final Zonal
Unforced Capacity Obligation divided by (FPR times the Zonal Weather Normalized Summer Peak for the
summer concluding prior to the commencement of such Delivery Year).

C1. This subsection C1 is effective beginning with the 2025/2026 Delivery Year. The Final RTO Unforced
Capacity Obligation for a Delivery Year shall be equal to the sum of the unforced capacity obligations

satisfied through the Base Residual Auction and the First, Second, Third, and any Conditional

Incremental Auctions for such Delivery Year. The unforced capacity obligation satisfied in an Incremental

Auction may be negative if capacity is de-committed in such auction. The Final Zonal Unforced Capacity

Obligation for a Zone shall be equal to such Zone’s pro rata share of the Final RTO Unforced Capacity

Obligation for the Delivery Year based on the Final Zonal Peak Load Forecast made one month prior to

the Third Incremental Auction. The Final Zonal RPM Scaling Factor shall be equal to the Final Zonal
Unforced Capacity Obligation divided by (FPR times the Adjusted Zonal Weather Normalized Summer
Peak of such Delivery Year).

D. 1. No later than five months prior to the start of each Delivery Year, the Electric Distributor for a Zone
shall allocate the most recent Zonal w¥¥eather nNormalized sSummer pPeak for such Zone to each
“zone/area” in the Zone to to determine the Obligation Peak Load for each “zone/area” -end-use
eustomer-within such Zone.

2. During the Delivery Year, no later than 36 hours prior to the start of each Operating Day, the Electric
Distributor shall provide to PJM for each Party to this Agreement serving load in such Electric
Distributor’s Zone the Obligation Peak Load for all end-use customers served by such Party in such Zone.
The Electric Distributor may submit corrections to the Obligation Peak Load data up to 12:00PM Eastern
Prevailing Time of the next Business Day following the Operating Day.

3. For purposes of such allocations, the daily sum of the Obligation Peak Loads of all Parties serving load
in a given “zone/area” within the Zone must equal the Zenal-Obligation Peak Load established for that
“zone/area,” including any Large Load Adjustment MW, determined as set forth in section B abovefer
such-Zone.




Reliability Assurance Agreement, Schedule 8.1
Schedule 8.1.D

D. FRR Capacity Plans

1. Each FRR Entity shall submit its initial FRR Capacity Plan as required by subsection C.1 of this
Schedule, and shall annually extend and update such plan by no later than one month prior to the Base
Residual Auction for each succeeding Delivery Year in such plan. Each FRR Capacity Plan shall indicate
the nature and current status of each resource, including the status of each Planned Generation
Capacity Resource or Planned Demand Resource, the planned deactivation or retirement of any
Generation Capacity Resource or Demand Resource, and the status of commitments for each sale or
purchase of capacity included in such plan.

1.1 Beginning with the 2020/2021 Delivery Year and for all subsequent Delivery Years, the FRR
Capacity Plan shall comprise only Capacity Performance Resources and Seasonal Capacity Performance
Resources.

2. The FRR Capacity Plan of each FRR Entity that commits that it will not sell surplus Capacity
Resources as a Capacity Market Seller in any auction conducted under Attachment DD of the PJM Tariff,
or to any direct or indirect purchaser that uses such resource as the basis of any Sell Offer in such
auction, shall designate Capacity Resources in a megawatt quantity no less than the Forecast Pool
Requirement for each applicable Delivery Year times the FRR Entity’s allocated share of the Preliminary
Zonal Peak Load Forecast for such Delivery Year, as determined in accordance with procedures set forth
in the PJM Manuals. If the FRR Entity is not responsible for all load within a Zone, the Preliminary
Forecast Peak Load for such entity shall be the Base Zonal FRR Scaling Factor times the summation of
the FRR Entity’s Obligation-Peak-tead-MW share of the Zonal Weather Normalized Summer Peak last
determined prior to the Base Residual Auction for such Delivery Year plus the Obligation Peak Load MW
associated with any Large Load Adjustment specified for such Delivery Year for any “zone/area” served
by the FRR Entity’s Capacity Plan;times-the BaseZonalFRR-SealingFactor. The Obligation Peak Load
MW associated with a Large Load Adjustment specified for a “zone/area” is determined as set forth in
RAA, Schedule 8, section B.

The FRR Capacity Plan of each FRR Entity that does not commit that it will not sell surplus Capacity
Resources as set forth above shall designate Capacity Resources at least equal to the Threshold
Quantity. To the extent the FRR Entity’s allocated share of the Final Zonal Peak Load Forecast exceeds
the FRR Entity’s allocated share of the Preliminary Zonal Peak Load Forecast, such FRR Entity’s FRR
Capacity Plan shall be updated to designate additional Capacity Resources in an amount no less than the
Forecast Pool Requirement times such increase; provided, however, any excess megawatts of Capacity
Resources included in such FRR Entity’s previously designated Threshold Quantity, if any, may be used to
satisfy the capacity obligation for such increased load. To the extent the FRR Entity’s allocated share of
the Final Zonal Peak Load Forecast is less than the FRR Entity’s allocated share of the Preliminary Zonal



Peak Load Forecast, such FRR Entity’s FRR Capacity Plan may be updated to release previously
designated Capacity Resources in an amount no greater than the Forecast Pool Requirement times such
decrease. Peak load values referenced in this section shall be adjusted as necessary to take into account
any applicable Nominal PRD Values approved pursuant to Schedule 6.1 of this Agreement. Any FRR
Entity seeking an adjustment to peak load for Price Responsive Demand must submit a separate PRD
Plan in compliance with Section 6.1 (provided that the FRR Entity shall not specify any PRD Reservation
Price), and shall register all PRD-eligible load needed to satisfy its PRD commitment and be subject to
compliance charges as set forth in that Schedule under the circumstances specified therein; provided
that for non-compliance by an FRR Entity, the compliance charge rate shall be equal to 1.20 times the
Capacity Resource Clearing Price resulting from all RPM Auctions for such Delivery Year for the LDA
encompassing the FRR Entity’s Zone, weight-averaged for the Delivery Year based on the prices
established and quantities cleared in the RPM auctions for such Delivery Year; and provided further that
an alternative PRD Provider may provide PRD in an FRR Service Area by agreement with the FRR Entity
responsible for the load in such FRR Service Area, subject to the same terms and conditions as if the FRR
Entity had provided the PRD.

3. As to any FRR Entity, the Base Zonal FRR Scaling Factor for each Zone in which it serves load for a
Delivery Year shall equal [ (ZPLDY — ZLLA) / -ZWNSP], where:

ZPLDY = Preliminary Zonal Peak Load Forecast for such Zone for such Delivery Year;-and

ZLLA = the Zonal MW quantity of Large Load Adjustment for such Delivery Year; and

ZWNSP = Zonal Weather-Normalized Summer Peak Load for such Zone for the summer concluding four
years prior to the commencement of such Delivery Year.

4, Capacity Resources identified and committed in an FRR Capacity Plan shall meet all
requirements under this Agreement, the PJM Tariff, and the PJM Operating Agreement applicable to
Capacity Resources, including, as applicable, requirements and milestones for Planned Generation
Capacity Resources and Planned Demand Resources. A Capacity Resource submitted 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 FRR Capacity Plan may include bilateral transactions that commit capacity for
less than a full Delivery Year only if the resources included in such plan in the aggregate satisfy all
obligations for all Delivery Years. All demand response, load management, energy efficiency, or similar
programs on which such FRR Entity intends to rely for a Delivery Year must be included in the FRR
Capacity Plan, subject to applicable demand resource constraints for the relevant Delivery Year,
submitted three years in advance of such Delivery Year and must satisfy all requirements applicable to
Demand Resources or Energy Efficiency Resources, as applicable, including, without limitation, those set
forth in Schedule 6 to this Agreement and the PJM Manuals; provided, however, that previously
uncommitted Unforced Capacity from such programs may be used to satisfy any increased capacity
obligation for such FRR Entity resulting from a Final Zonal Peak Load Forecast applicable to such FRR
Entity. Without limiting the generality of the foregoing, the FRR Entity must submit a Demand Resource



Sell Offer Plan 15 business days before the deadline for submitting an FRR Capacity Plan as to any
Demand Resources it intends to include in such FRR Capacity Plan and may only include in such FRR
Capacity Plan Demand Resources that are approved by PJM following review of such Demand Resource
Sell Offer Plan. The requirements, standards, and procedures for a Demand Resource Sell Offer Plan
shall be as set forth in Schedule 6 of this Agreement, provided that all references (including deadlines) in
Schedule 6, section A-1 to submission or clearing of a Demand Resource offer in an RPM Auction shall be
understood for purposes of FRR Entities as referring to inclusion of a Demand Resource in an FRR
Capacity Plan, and a distinct Demand Resource Officer Certification Form shall be applicable to FRR
Entities, as shown in the PJM Manuals and provided on the PJM website.
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Schedule 8.1.F

F. FRR Daily Unforced Capacity Obligations and Deficiency Charges

1. This subsection 1 is effective through the 2024/2025 Delivery Year. For each billing month
during a Delivery Year, the Daily Unforced Capacity Obligation of an FRR Entity shall be determined on a

daily basis for each Zone as follows:

Daily Unforced Capacity Obligation = [(OPL * Final Zonal FRR Scaling Factor) — Nominal PRD
Value committed by the FRR Entity] * FPR

where:

OPL = Obligation Peak Load, defined as:

the daily summation of the weather-adjusted coincident summer peak, last preceding the Delivery Year,
of the end-users in such Zone (net of operating Behind The Meter Generation, but not to be less than
zero) for which such Party was responsible on that billing day, as determined in accordance with the
procedures set forth in the PJM Manuals;

Final Zonal FRR Scaling Factor = FZPLDY/FZWNSP;

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.

1A. This subsection 1A is effective beginning with the 2025/2026 Delivery Year. For each billing
month during a Delivery Year, the Daily Unforced Capacity Obligation of an FRR Entity shall be

determined on a daily basis for each Zone as follows:

Daily Unforced Capacity Obligation = [(OPL * Final Zonal FRR Scaling Factor) — Nominal PRD
Value committed by the FRR Entity] * FPR

where:

OPL = Obligation Peak Load, defined as:

the daily summation of the weather-adjusted coincident summer peak, last preceding the Delivery Year,

of the end-users in such Zone (net of operating Behind The Meter Generation, but not to be less than




zero) for which such Party was responsible on that billing day, as determined in accordance with the

procedures set forth in the PJIM Manuals, and, as adjusted further to include the Obligation Peak Load

associated with any Large Load Adjustment that may be allocated to “zone/area”;

Final Zonal FRR Scaling Factor = [FZPLDY-FZLLA]/FZWNSP;

FZPLDY = Final Zonal Peak Load Forecast for such Delivery Year; and

FZLLA = Final Zonal MW quantity of Large Load Adjustment for such Delivery Year; and

FZWNSP = Zonal Weather-Normalized Peak Load for the summer concluding prior to the

commencement of such Delivery Year.

2. An FRR Entity shall be assessed an FRR Capacity Deficiency Charge in each Zone addressed in
such entity's FRR Capacity Plan for each day during a Delivery Year that it fails to satisfy its Daily
Unforced Capacity Obligation in each Zone. Through the 2024/2025 Delivery Year, such FRR Capacity
Deficiency Charge shall be in an amount equal to the deficiency below such FRR Entity's Daily Unforced
Capacity Obligation for such Zone times (1.20 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 quantities cleared in such auctions). Effective with the
2025/2026 Delivery Year and subsequent Delivery Years, such FRR Capacity Deficiency Charge shall
equal the deficiency below such FRR Entity's Daily Unforced Capacity Obligation for such Zone times the
price level corresponding to Point (1) of the Variable Resource Requirement curve, as provided in Tariff,
Attachment DD, section 5.10(a)(i), for the Locational Deliverability Area encompassing the Zone of the
FRR Entity.

3. If an FRR Entity acquires load that is not included in the Preliminary Zonal Peak Load Forecast
such acquired load shall be treated in the same manner as provided in Sections H.1 and H.2 of this
Schedule.

4, The shortages in meeting the minimum requirement within the constrained zones and the
shortage in meeting the total obligation are first calculated. The shortage in the unconstrained area is
calculated as the total shortage less shortages in constrained zones and excesses in constrained zones
(the shortage is zero if this is a negative number). The Capacity Deficiency Charge is charged to the
shortage in each zone and in the unconstrained area separately. This procedure is used to allow the use
of capacity excesses from constrained zones to reduce shortage in the unconstrained area and to
disallow the use of capacity excess from unconstrained area to reduce shortage in constrained zones.



