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Electrical Distance:

“Electrical Distance” shall mean, for a Capacity Resource geographically located outside the
metered boundaries of the PJIM Region, the measure of distance, based on impedance and in
accordance with the PJM Manuals, from the Capacity Resource to the PJM Region.

Flexible Generation Resource:

“Flexible Generation Resource” means a generation resource with an economic minimum offer
lower than its economic maximum offer as of the date as of the date of the feasibility
determination made pursuant to Attachment DD 8§ 5.5A(b)(i).
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Network External Designated Transmission Service:

“Network External Designated Transmission Service” shall have the meaning set forth in Article
| of the Reliability Assurance Agreement.
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Operationally Deliverable:

Operationally Deliverable” shall mean, as determined by the Office of the Interconnection, that
there are no operational conditions, arrangements or limitations experienced or required that
threaten, impair or degrade effectuation or maintenance of deliverability of capacity or energy
from the external Generation Capacity Resource to loads in the PJM Region in a manner
comparable to the deliverability of capacity or energy to such loads from Generation Capacity
Resources located inside the metered boundaries of the PJM Region, including, without
limitation, an identified need by an external Balancing Authority Area for a remedial action
scheme or manual generation trip protocol, transmission facility switching arrangements that
would have the effect of radializing load, or excessive or unacceptable frequency of regional
reliability limit violations or (outside an interregional agreed congestion management process) of
local reliability dispatch instructions and commitments.

Prior CIL Exception External Resource:

“Prior CIL Exception External Resource” shall mean a Capacity Resource geographically
located outside the metered boundaries of the PJM Region for which a Capacity Market Seller
had previously cleared a Sell Offer in an RPM Auction under the exception provided to the
definition of Capacity Import Limit as set forth in Article | of the Reliability Assurance

Agreement.
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5.5A Capacity Resource Types
a) Capacity Performance Resources

Capacity Performance Resources are Capacity Resources which, to the extent such resources
cleared in a Reliability Pricing Model Auction or are otherwise committed as a Capacity
Resource, are obligated to deliver energy during the relevant Delivery Year as scheduled and/or
dispatched by the Office of Interconnection during the Performance Assessment Hours. As
further detailed in Section 10A of this Attachment, Capacity Performance Resources that fail to
meet this obligation will be subject to a Non-Performance Charge, unless excused pursuant to
Section 10A(d) of this Attachment. Subject to 5.5A(a)(i)-(ii), the following types of Capacity
Resources are eligible to submit a Sell Offer as a Capacity Performance Resource: internal or
external Generation Capacity Resources; Annual Demand Resources; Capacity Storage
Resources; Annual Energy Efficiency Resources; and Qualifying Transmission Upgrades. To
the extent the underlying Capacity Resource is an external Generation Capacity Resource, such
resource must, to the extent subsection (b) or (c) of this section is applicable to offers from such
resource, meet the applicable requirements of such subsection, and if neither subsection (b) or (c)
is applicable, then offers from such resource must meet the criteria for obtaining an exception to
the Capacity Import Limit as contained in section 1.7A of the Reliability Assurance Agreement.

i). Process for Support and Review of Capacity Performance Resource Offers

A The Capacity Market Seller shall provide to the Office of the
Interconnection and the Market Monitoring Unit, upon their request, all supporting data
and information requested by either the Office of the Interconnection or the Market
Monitoring Unit to evaluate whether the underlying Capacity Resource can meet the
operational and performance requirements of Capacity Performance Resources. The
Capacity Market Seller shall have an ongoing obligation through the closing of the offer
period for the RPM Auction to update the request to reflect any material changes.

B. The Office of the Interconnection and the Market Monitoring Unit shall
review any requested supporting data and information, and the Office of the
Interconnection, considering advice and recommendation from the Market Monitoring
Unit, shall reject a request for a resource to offer as a Capacity Performance Resource if
the Capacity Market Seller does not demonstrate that it can reasonably be expected to
meet its Capacity Performance obligations consistent with the resource’s offer by the
relevant Delivery Year. The Office of Interconnection shall provide its determination to
reject eligibility of the resource as a Capacity Performance Resource, and notify the
Market Monitoring Unit, by no later than sixty-five (65) days prior to the date on which
the offer period for the applicable RPM Auction commences. A Capacity Market Seller
that is dissatisfied with any determination hereunder may seek any remedies available to
it from FERC; provided, however, that the Office of the Interconnection will proceed
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with administration of the Tariff and market rules unless and until ordered to do
otherwise by FERC.

bb) Offers from External Generation Capacity Resources for the 2020/2021 Delivery Year
and Subsequent Delivery Years—General Rule

For the 2020/2021 Delivery Year and any subsequent Delivery Year and for Capacity
Performance Resource Sell Offers in any RPM Auction conducted for the 2018/2019 Delivery
Year or 2019/2020 Delivery Year after February — , 2017, unless excepted pursuant to
subsection (c) below, a Capacity Market Seller may submit a Sell Offer for an external
Generation Capacity Resource in an RPM Auction if the Capacity Market Seller demonstrates to
PJM, by no later than five (5) business days prior to the commencement of the offer period for
the relevant RPM Auction, that such resource meets all of the following requirements:

(i) it has obtained a determination that its proposed arrangements to meet all
applicable requirements to be treated as equivalent to PJM Region internal generation that is not
subject to NERC tagging as an interchange transaction, are feasible, including (without
limitation) that such arrangements:

(A) meet the Electrical Distance requirements established for such arrangements
in the PJM Manuals;

(B) are permitted only if at least one Flexible Generation Resource, located inside
the metered boundaries of the PJM Region has a minimum flow distribution impact at the
level specified in the PIM Manuals on each eligible coordinated flowgate resulting from
such arrangements;

(C) are permitted only if each external entity with which PJM may be required to
coordinate flowgates under an agreed congestion management process to maintain a
network model that produces results for such flowgates that are within two percent of the
results produced by the PJIM network model for such flowgates;

(D) are permitted only if the Capacity Market Seller has secured written
acknowledgement from the external Balancing Authority Areas that such arrangements
do not require tagging and that firm allocations associated with any coordinated
flowgates applicable to the external Generation Capacity Resource under any agreed
congestion management process then in effect between PJM and such Balancing
Authority Area will be allocated to PJM.

and the Capacity Market Seller has committed in writing that it will take all steps necessary to
implement such arrangements prior to the start of the relevant Delivery Year;

(ii) it has, for transmission outside PJM, obtained long-term firm point-to-point
transmission service (evaluated for deliverability from the unit-specific physical location of the
resource to PJM load pursuant to a study that is reviewed and approved by PJM in accordance
with PJM deliverability criteria to ensure uniformity for internal and external resource
deliverability requirements), with rollover rights for the term of the transmission service that is
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confirmed by the Balancing Authority for the Balancing Authority Area where such resource is
geographically located; and, as to transmission within PJM, has obtained Network External
Designated Transmission Service; and

(i) itis, by written commitment of the Capacity Market Seller, subject to the same
obligations imposed on Generation Capacity Resources located in the PJM Region by Tariff,
Attachment DD, section 6.6 to offer their capacity into RPM Auctions.

A Capacity Market Seller that satisfies the above requirements with respect to an external
Generation Capacity Resource Sell Offer submitted in an RPM Auction for a Delivery Year shall
be required to demonstrate satisfaction of such requirements for any Sell Offer with respect to
such resource submitted in an RPM Auction for any subsequent Delivery Year, including,
without limitation, demonstration that the required external transmission service continues to
satisfy PJM’s deliverability standards.

C) Offers from external Generation Capacity Resources for the 2020/2021 Delivery Year
and Subsequent Delivery Years—Exception.

An external Generation Capacity Resource for which a Capacity Market Seller obtained an
exception to the Capacity Import Limit and cleared a Sell Offer for such resource based on such
exception in any RPM Auction may continue to submit Sell Offers based on such resource for
any RPM Auction for any Delivery Year up to and including the 2021/2022 Delivery Year (or,
solely for any such resource that is (1) owned by a Load Serving Entity and used to self-supply
(under arrangements initiated before June 1, 2016, with a duration of at least ten years) such
entity’s PJIM Region load or (2) the subject of a contract for energy or capacity or equivalent
written agreement entered into on or before June 1, 2016 for a term of ten years or longer with a
purchaser that is an internal PJM load customer, for any Delivery Year during the life of such
resource for subparagraph (1) or for the term of the agreement under subparagraph (2)) so long
as it continues to comply with all conditions on the grant of its exception to the Capacity Import
Limit, subject to the following additional conditions:

(i) for any Delivery Year, beginning with the 2017/2018 Delivery Year, for
which such Prior CIL Exception External Resource has cleared an RPM Auction, PJM
may in its sole judgment determine that such resource is not Operationally Deliverable
for such Delivery Year because it does not satisfy the requirements of subsection (b). If
PJM informs the Capacity Market Seller of such Prior CIL Exception External Resource
of such determination by no later than October 1 immediately preceding such Delivery
Year, then the Capacity Market Seller may elect to:

(A) take the necessary actions to make such Prior CIL Exception External
Resource Operationally Deliverable, in PJM’s sole judgment, prior to the
beginning of such Delivery Year, provided that PJM will, if transmission
upgrades are required to make such resource Operationally Deliverable, facilitate
the performance of transmission studies and otherwise cooperate with the external
Transmission Provider of the system on which such upgrades are required to
identify the upgrades required to meet PJM’s deliverability standards;
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d)

(B) be relieved of its capacity obligation for such Delivery Year, with no
entitlement to any capacity revenues based on such resource, with no requirement
to seek replacement for such capacity for such Delivery Year, with no penalty for
non-performance or lack of commitment for such Delivery Year, and with no
further must-offer obligation that would otherwise arise solely from clearing such
capacity for such Delivery Year; or

(C) procure, by purchase or otherwise, replacement in a sufficient quantity
to replace the capacity that would have been provided by the Prior CIL Exception
External Resource but for PJM’s determination that such resource is not
Operationally Deliverable.

(ii) Such Capacity Market Seller’s continued ability to offer such resource
under this exception is conditioned on external Transmission Providers continuing to
honor the firm status of the Capacity Market Seller’s transmission service for all Delivery
years for which such seller offers such resource under the exceptions provided in this

subsection (c).

(iii) A Capacity Market Seller offering and clearing a Prior CIL Exception
External Resource pursuant to this subsection (c) shall be relieved of its must-offer
obligation that would otherwise arise solely from clearing such capacity as to any
Delivery Year after the last Delivery Year for which it is permitted to offer such resource
under this subsection (c).

Base Capacity Resources

For the 2018/2019 and 2019/2020 Delivery Years, following types of Capacity Resources
eligible to submit a Sell Offer as a Base Capacity Resource: Generation Capacity Resources,
Capacity Storage Resources, Annual Demand Resources, Base Capacity Demand Resources, and
Base Capacity Energy Efficiency Resources. Each resource that clears aan RPM Auction as a
Base Capacity Resource must provide energy output to PJM if called during Performance
Assessment Hours occurring in the calendar months of June through September, including any
necessary recall of such capacity and energy from service to areas outside the PJM Region. As
further detailed in Section 10A of this Attachment, Base Capacity Resources that fail to meet this
obligation will be subject to a Non-Performance Charge, unless excused pursuant to Section
10A(d) of this section.
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ATTACHMENT DD.10A, OATT ATTACHMENT DD.10A CHARGES FOR NON-PERFORMANCE AND CREDI, 0.1.0

10A. CHARGES FOR NON-PERFORMANCE AND CREDITS FOR PERFORMANCE

@ For the 2018/2019 Delivery Year and any subsequent Delivery Year (and for
certain purposes for the 2016/2017 and 2017/2018 Delivery Years as provided in subsections (h)
and (i) hereof), each Capacity Market Seller that commits a Capacity Resource for a Delivery
Year (whether through an RPM Auction, a bilateral transaction, or as Locational UCAP), and
each Locational UCAP Seller that sells Locational UCAP from a Capacity Resource for a
Delivery Year, shall be charged to the extent the performance of each of its committed Capacity
Resources during all or any part of a clock-hour when an Emergency Action is in effect falls
short of the expected performance of such resources (as determined herein) and the revenue from
such charges shall be provided to Market Participants with generation or demand response
resources that perform during such hour in excess of the level expected based on commitments
(if any) of such resources.

(b)  Performance shall be measured for purposes of this assessment during each
Performance Assessment Hour.

(c) For each Performance Assessment Hour, the Office of the Interconnection shall
determine whether, and the extent to which, the actual performance of each Capacity Resource
and Locational UCAP has fallen short of the performance expected of such committed Capacity
Resource, and the magnitude of any such shortfall, based on the following formula:

Performance Shortfall = Expected Performance - Actual Performance

Where the result of such formula is a positive number and where:
Expected Performance =

for Generation Capacity Resources (including external Generation Capacity Resources
for any Performance Assessment Hour for which the-Emergeney-Action-wasperformance
by such external resource would have helped resolve the declared Emergency Action;
provided, however, that for any Delivery Year up to and including the 2019/2020
Delivery Year, performance of external Generation Capacity Resources shall be assessed
only during Performance Assessment Hours for Emergency Actions declared for the
entire PJIM Region) and Capacity Storage Resources: [(Resource Committed Capacity *
the Balancing Ratio)];

where
Resource Committed Capacity = the total megawatts of Unforced Capacity of the

Capacity Resource committed by such Capacity Market Seller or Locational
UCAP Seller; and
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The Balancing Ratio = (All Actual Generation Performance, Storage Resource
Performance, Net Energy Imports and Demand Response Bonus Performance) /
(All Committed Generation and Storage Capacity); provided, however, that Net
Energy Imports shall be included in the calculation of the Balancing Ratio only
for any Performance Assessment Hour for which performance by any external
Generation Capacity Resource would have helped resolve the Emergency Action;
and provided further that for any Delivery Year up to and including the
2019/2020 Delivery Year, Net Energy Imports shall be included in the calculation
of the Balancing Ratio only for any Performance Assessment Hour for which the
Emergency Action was declared for the entire PJM Region; and provided further
that the Balancing Ratio shall not exceed a value of 1.0.

for purposes of which

All Committed Generation and Storage Capacity = the total megawatts of
Unforced Capacity of all Generation Capacity Resources (including external
Generation Capacity Resources for any Performance Assessment Hour for which
the—Emergeney-—-Aection—wasperformance by such external resource would have
helped resolve the declared Emergency Action; provided, however, that for any
Delivery Year up to and including the 2019/2020 Delivery Year, performance of
external Generation Capacity Resources shall be assessed only during
Performance Assessment Hours for Emergency Actions declared for the entire
PJM Region) and all Capacity Storage Resources committed by all Capacity
Market Sellers, FRR Entities, Locational UCAP Sellers;

All Actual Generation Performance and Storage Resource Performance = the total
amount of Actual Performance for all generation resources (including external
Generation Capacity Resources for any Performance Assessment Hour for which
the-Emergency-Action—wasperformance by such external resource would have
helped resolve the declared Emergency Action; provided, however, that for any
Delivery Year up to and including the 2019/2020 Delivery Year, performance of
external Generation Capacity Resources shall be assessed only during
Performance Assessment Hours for Emergency Actions declared for the entire
PJM Region) and storage resources during the interval,

Net Energy Imports = the sum of interchange transactions importing energy into
PJM (not including those associated with external Generation Capacity Resources
and therefore included in All Actual Generation Performance) minus the sum of
interchange transactions exporting energy out of PJM, but not less than zero;

Demand Response Bonus Performance = the sum of Bonus performance provided
by Demand Response resources as calculated in (g) below;

and for Demand Resources, Energy Efficiency Resources, and Qualifying Transmission
Upgrades: Resource Committed Capacity;
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where

Resource Committed Capacity = the total megawatts of capacity committed from
such Capacity Resource committed capacity without making any adjustment for
the Forecast Pool Requirement

and
Actual Performance =

for each generation resource, the metered output of energy delivered by such
resource plus the resource’s real-time reserve or regulation assignment, if any,
during the Performance Assessment Hour;

for each storage resource, the metered output of energy delivered by such
resource plus the resource’s real-time reserve or regulation assignment, if any,
during the Performance Assessment Hour;

for each Demand Resource, the demand response provided by such resource, plus
such resource’s real-time reserve or regulation assignment, if any, during the
Performance Assessment Hour, as established through the PJIM demand response
settlement procedure consistent with the standards specified in Schedule 6 of the
RAA;

for each Energy Efficiency Resource, the load reduction quantity approved by
PJM subsequent to the pre-delivery year submittal of a post-installation
measurement and verification report; and

for each Qualified Transmission Upgrade, the megawatt quantity cleared by such
Qualified Transmission Upgrade if it is in service during the Performance
Assessment Hour, and zero if it is not in service during such Performance
Assessment Hour.

Such calculation shall encompass all resources located in the area defined by the Emergency
Action; provided, however, that Performance Shortfall shall be calculated for external
Generation Capacity Resources for any Performance Assessment Hour for which performance
by such external resource would have helped resolve the declared Emergency Action; provided,
however, that for any Delivery Year up to and including the 2019/2020 Delivery Year,
Performance Shortfall shall be calculated for external Generation Capacity Resources only
during Performance Assessment Hours which the Emergency Action was declared for the entire
PJM Region. For purposes of this provision, Qualifying Transmission Upgrades shall be deemed
to be located in the Locational Deliverability Area into which such upgrade increased the
Capacity Emergency Transfer Limit, and a Qualifying Transmission Upgrade shall be included
in calculations of Expected Performance and Actual Performance only if, and to the extent that,
the declared Emergency Action encompasses the Locational Deliverability Area into which such
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upgrade increased the Capacity Emergency Transfer Limit. The Performance Shortfall shall be
calculated for each Performance Assessment Hour, and any committed Capacity Resource for
which the above calculation produces a negative number for a Performance Assessment Hour
shall not have a Performance Shortfall for such Performance Assessment Hour. For any resource
that is partially committed as a Capacity Performance Resource and partially committed as a
Base Capacity Resource, the performance of such resource during a Performance Assessment
Hour shall first be attributed to the resource’s Capacity Performance Resource obligation; any
performance by such resource in excess of the Capacity Performance Resource’s Expected
Performance shall be attributed to the resource’s Base Capacity Resource obligation.

(d) Notwithstanding subsection (c) above, a Capacity Resource or Locational UCAP
of a Capacity Market Seller or Locational UCAP Seller shall not be considered in the calculation
of a Performance Shortfall for a Performance Assessment Hour to the extent such Capacity
Resource or Locational UCAP was unavailable during such Performance Assessment Hour
solely because the resource on which such Capacity Resource or Locational UCAP is based was
on a Generator Planned Outage or Generator Maintenance Outage approved by the Office of the
Interconnection, or was not scheduled to operate by the Office of the Interconnection, or was
online but was scheduled down, by the Office of the Interconnection, based on a determination
by the Office of the Interconnection that such scheduling action was appropriate to the security-
constrained economic dispatch of the PJM Region. Subject to the foregoing, such resource shall
be considered in the calculation of a Performance Shortfall if it would otherwise have been
scheduled by the Office of the Interconnection to perform, but was not scheduled to operate, or
was scheduled down, solely due to: (i) any operating parameter limitations submitted in the
resource’s offer, or (ii) the seller’s submission of a market-based offer higher than its cost-based.

(e) Subject to the Non-Performance Charge Limit specified in subsection (f) hereof,
each Capacity Market Seller and Locational UCAP Seller shall be assessed a Non-Performance
Charge for each of its Capacity Resources or Locational UCAP that has a Performance Shortfall
for a Performance Assessment Hour based on the following formula, applied to each such
resource:

Non-Performance Charge = Performance Shortfall * Non-Performance Charge Rate
Where

For Capacity Performance Resources the Non-Performance Charge Rate = (Net Cost of

New Entry (stated in terms of installed capacity) for the LDA and Delivery Year for

which such calculation is performed * (365 / 30)

and for Base Capacity Resources the Non-Performance Charge Rate = (Weighted
Average Resource Clearing Price applicable to the resource * (365 / 30)

()] The Non-Performance Charges for each Capacity Performance Resource or
(including Locational UCAP from such a resource) for a Delivery Year shall not exceed a Non-
Performance Charge Limit equal to 1.5 times the Net Cost of New Entry times the megawatts of
Unforced Capacity committed by such resource times 365. All references to Net Cost of New
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Entry in this section 10A shall be to the Net Cost of New Entry for the LDA and Delivery Year
for which the calculation is performed. The total Non-Performance Charges for each Base
Capacity Resource (including Locational UCAP from such a resource) for a Delivery Year shall
not exceed a Non-Performance Charge Limit equal to the total payments due such Capacity
Resource or Locational UCAP under section 5.14 of this Attachment DD for such Delivery Year.

(9) Revenues collected from assessment of Non-Performance Charges for a
Performance Assessment Hour shall be distributed to each Market Participant, whether or not
such Market Participant committed a Capacity Resource or Locational UCAP for a Performance
Assessment Hour, that provided energy or load reductions above the levels expected for such
resource during such hour. For purposes of this provision, the performance expected of a
resource, and the revenue distribution payment, if any, for a resource, shall be determined in
accordance with the following formulae:

Formula 1: Market Participant Bonus Performance = Actual Performance - Expected
Performance

And

Formula 2: Performance Payment = (Market Participant Bonus Performance / All Market
Participants Bonus Performance) * Non-Performance Charge Revenues.

Where the result of Formula 1 is a positive number and where:

Actual Performance is as defined in subsection (c), provided, however, that Actual
Performance for purposes of this calculation shall not exceed the megawatt level at which
such resource was scheduled by the Office of the Interconnection during the Performance
Assessment Hours; and provided further that Actual Performance for a Market
Participant that imports energy into the PJM Region during such Performance
Assessment Hour shall be the net import, if any, from all interchange transactions
scheduled by such Market Participant during such Performance Assessment Hour;

Expected Performance is as defined in subsection (c), provided, however, that for
purposes of this calculation, Expected Performance shall be zero for any resource that is
not a Capacity Resource or Locational UCAP, or that is a Capacity Resource or
Locational UCAP, but for which the Performance Assessment Hour occurs outside the
resource’s capacity obligation period, including, without limitation, a Base Capacity
Demand Resource providing demand response during non-summer months; and

All Market Participants Bonus Performance is the sum of the results of calculating
Formula 1 of this subsection (g) for all Market Participants that have Bonus Performance
during such Performance Assessment Hour.

(h) The provisions of this section 10A shall apply during the 2016/2017 Delivery
Year, provided that:
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0] Non-Performance Charges shall be determined solely for and assessed
solely on, Capacity Performance Resources committed for such Delivery
Year,

(ii)  The Non-Performance Charge shall be 0.5 times the Non-Performance
Charge calculated under subsection () hereof; and

(iii)  The Non-Performance Charge Limit for a Delivery Year shall be 0.75
times Net Cost of New Entry times the megawatts of Unforced Capacity
committed by such resource times 365.

(i) The provisions of this section 10A shall apply during the 2017-2018 Delivery
Year, provided that:

0] Non-Performance Charges shall be determined solely for, and assessed
solely on, Capacity Performance Resources committed for such Delivery
Year,

(ii)  The Non-Performance Charge shall be 0.6 times the Non-Performance
Charge calculated under subsection (e) hereof; and

(iii) ~ The Non-Performance Charge Limit for a Delivery Year shall be 0.9 times
Net Cost of New Entry times the megawatts of Unforced Capacity
committed by such resource times 365.

0 The Office of the Interconnection shall bill charges and credits for performance during
Performance Assessment Hours within three calendar months after the calendar month that
included such Performance Assessment Hours, provided, for any Non-Performance Charge, the
amount shall be divided by the number of months remaining in the Delivery Year for which no
invoice has been issued, and the resulting amount shall be invoiced each such remaining month
in the Delivery Year.
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ARTICLE 1 - DEFINITIONS

Capacity Import Limit:

For any Delivery Year up to and including the 2019/2020 Delivery Year, “Capacity Import
Limit” shall mean, (a) for the PJM Region, (1) the maximum megawatt quantity of external
Generation Capacity Resources that PJIM determines for each Delivery Year, through appropriate
modeling and the application of engineering judgment, the transmission system can receive, in
aggregate at the interface of the PJIM Region with all external balancing authority areas and
deliver to load in the PIM Region under capacity emergency conditions without violating
applicable reliability criteria on any bulk electric system facility of 100kV or greater, internal or
external to the PJM Region, that has an electrically significant response to transfers on such
interface, minus (2) the then-applicable Capacity Benefit Margin; and (b) for certain source
zones identified in the PIM manuals as groupings of one or more balancing authority areas, (1)
the maximum megawatt quantity of external Generation Capacity Resources that PIM
determines the transmission system can receive at the interface of the PJM Region with each
such source zone and deliver to load in the PJM Region under capacity emergency conditions
without violating applicable reliability criteria on any bulk electric system facility of 100kV or
greater, internal or external to the PJM Region, that has an electrically significant response to
transfers on such interface, minus the then-applicable Capacity Benefit Margin times (2) the ratio
of the maximum import quantity from each such source zone divided by the PJM total maximum
import quantity. As more fully set forth in the PJIM Manuals, PJM shall make such
determination based on the latest peak load forecast for the studied period, the same computer
simulation model of loads, generation and transmission topography employed in the
determination of Capacity Emergency Transfer Limit for such Delivery Year, including external
facilities from an industry standard model of the loads, generation, and transmission topography
of the Eastern Interconnection under peak conditions. PJM shall specify in the PJIM Manuals the
areas and minimum distribution factors for identifying monitored bulk electric system facilities
that have an electrically significant response to such transfers on the PJM interface. Employing
such tools, PJM shall model increased power transfers from external areas into PJM to determine
the transfer level at which one or more reliability criteria is violated on any monitored bulk
electric system facilities that have an electrically significant response to such transfers. For the
PJM Region Capacity Import Limit, PJM shall optimize transfers from other source areas not
experiencing any reliability criteria violations as appropriate to increase the Capacity Import
Limit. The aggregate megawatt quantity of transfers into PJM at the point where any increase in
transfers on the interface would violate reliability criteria will establish the Capacity Import
Limit. Notwithstanding the foregoing, a Capacity Resource located outside the PJM Region
shall not be subject to the Capacity Import Limit if the Capacity Market Seller seeks an
exception thereto by demonstrating to PJM, by no later than five (5) business days prior to the
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commencement of the offer period for the relevant RPM Auction, that such resource meets all of
the following requirements:

Q) it has, at the time such exception is requested, met all applicable requirements to
be treated as equivalent to PJM Region internal generation that is not subject to NERC tagging as
an interchange transaction, or the Capacity Market Seller has committed in writing that it will
meet such requirements, unless prevented from doing so by circumstances beyond the control of
the Capacity Market Seller, prior to the relevant Delivery Year;

(if)  at the time such exception is requested, it has long-term firm transmission service
confirmed on the complete transmission path from such resource into PJM; and

(iii)  itis, by written commitment of the Capacity Market Seller, subject to the same
obligations imposed on Generation Capacity Resources located in the PJIM Region by Tariff,
Attachment DD, section 6.6 to offer their capacity into RPM Auctions; provided, however, that
(a) the total megawatt quantity of all exceptions granted hereunder for a Delivery Year, plus the
Capacity Import Limit for the applicable interface determined for such Delivery Year, may not
exceed the total megawatt quantity of Network External Designated Transmission Service on
such interface that PJM has confirmed for such Delivery Year; and (b) if granting a qualified
exception would result in a violation of the rule in clause (a), PJIM shall grant the requested
exception but reduce the Capacity Import Limit by the quantity necessary to ensure that the total
quantity of Network External Designated Transmission Service is not exceeded.
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SCHEDULE 10

PROCEDURES FOR ESTABLISHING
DELIVERABILITY OF GENERATION CAPACITY RESOURCES

Generation Capacity Resources must be deliverable, consistent with a loss of load expectation as
specified by the Reliability Principles and Standards, to the total system load, including
portion(s) of the system in the PIM Region that may have a capacity deficiency at any time.
Deliverability shall be demonstrated by either-obtaining or providing for Network Transmission
Service er—Firm-Point-To-PointTransmission—Service-within the PJIM Region such that each
Generation Capacity Resource is either-a Network Resource-era-Peint-of Receipt+respectively.
In addition, for Generation Capacity Resources located outside the metered boundaries of the
PJM Region that are used to meet an Unforced Capacity Obligation, the capacity and energy of
such Generation Capacity Resources must be—delivered—tocomply with the metered
beundariesdeliverability requirements of the—PJM Region—threugh—Firm—transmission
servieeTariff, Attachment DD, section 5.5A, and the receipt of such capacity and energy at the
PJM Region interface for delivery to loads in the PJIM Region shall be subject to all applicable
Capacity Import Limits.

Certification of deliverability means that the physical capability of the transmission network has
been tested by the Office of the Interconnection and found to provide that service consistent with
the assessment of available transfer capability as set forth in the PIM Tariff and, for Generation
Resources owned or contracted for by a Load Serving Entity, that the Load Serving Entity has
obtained or provided for Network Transmission Service erFirm—Point-to-Point-Transmission
Service-to have capacity delivered on a firm basis under specified terms and conditions.
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