6.4 Offer Price Caps.
6.4.1 Applicability.

(a) If, at any time, it is determined by the Office of the Interconnection in accordance with
Sections 1.10.8 or 6.1 of this Schedule that any generation resource may be dispatched out of
economic merit order to maintain system reliability as a result of limits on transmission
capability, the offer prices for energy from such resource shall be capped as specified below. For
such generation resources committed in the Day-ahead Energy Market, if the Office of the
Interconnection is able to do so, such offer prices shall be capped for the entire commitment
period, and in the Real-time Energy Market and such offer prices will be capped at a cost-based
offer in accordance with section 6.4.2 and committed at the market-based offer or cost-based
offer, as applicable. When there is more than one cost-based offer available for a resource, the
Office of the Interconnection will dispatch the resource based on the cost-based offer that—whieh

results in the lowest dispatch cost in accordance with 6.4.1(g)everall-systemproduction-cost.

For such generation resources committed in the Real-time Energy Market such offer prices shall

be capped at a cost-based offer in accordance with section 6 4.2 a&d—d—tspatehed—eﬂ—th%maﬂeet—

6—4—1—€g9 untll the earher of (1) the resource is released from its commltment by the Ofﬁce of the
Interconnection; (ii) the end of the Operating Day; or (iii) the start of the generation resource’s
next pre-existing commitment.

The offer on which a resource is committed shall initially be determined at the time of the
commitment. If any of the resource’s Incremental Energy Offer, No-load Cost or Start-Up Cost
are updated for any portion of the offer capped hours subsequent to commitment, the Office of
the Interconnection will redetermine the level of the offer cap using the updated offer values. The
Office of the Interconnection will dispatch the resource on the market-based offer or cost-based
offer, as applicable, in accordance with sections 6.6(a) and 6.6(b). When there is more than one
cost-based offer available for a resource, the Office of the Interconnection will dispatch the
resource based on the cost-based offer which results in the lowest dispatch cost as determined in
accordance with section 6.4.1(g).

Resources that are self-scheduled to run in either the Day-ahead Energy Market or in the
Real-time Energy Market are subject to the provisions of this section 6.4. The offer on which a
resource is dispatched shall be used to determine any Locational Marginal Price affected by the
offer price of such resource and as further limited as described in Tariff, Attachment K-
Appendix, section 2.4 and Tariff, Attachment K-Appendix, section 2.4A.

In accordance with section 6.4.1(h), a generation resource that is offer capped in the
Real-time Energy Market but released from its commitment by the Office of the Interconnection
will be subject to the three pivotal supplier test and further offer capping, as applicable, if the
resource is committed for a period later in the same Operating Day.

(b) The energy offer price by any generation resource requested to be dispatched in
accordance with Section 6.3 of this Schedule shall be capped at the levels specified in Section
6.4.2 of this Schedule. If the Office of the Interconnection is able to do so, such offer prices



shall be capped only during each hour when the affected resource is so scheduled, and otherwise
shall be capped for the entire Operating Day. Energy offer prices as capped shall be used to
determine any Locational Marginal Price affected by the price of such resource.

(c) Generation resources subject to an offer price cap shall be paid for energy at the
applicable Locational Marginal Price.

(d) [Reserved for Future Use]

(e) Offer price caps under section 6.4 of this Schedule shall be suspended for a generation
resource with respect to transmission limit(s) for any period in which a generation resource is
committed by the Office of the Interconnection for the Operating Day or any period for which
the generation resource has been self-scheduled where (1) there are not three or fewer generation
suppliers available for redispatch under subsection (a) that are jointly pivotal with respect to such
transmission limit(s), and (2) the Market Seller of the generation resource, when combined with
the two largest other generation suppliers, is not pivotal (“three pivotal supplier test”). In the
event the Office of the Interconnection system is unable to perform the three pivotal supplier test
for a Market Seller, generation resources of that Market Seller that are dispatched to control
transmission constraints will be dispatched on the resource’s market-based-offer-or cost-based
offer. If more than one cost-based offer is submitted for a resource, the Office of the
Interconnection shall utilize the cost-based offer which results in the lowest dispatch cost as
determined in accordance with section 6.4.1(g).

® For the purposes of conducting the three pivotal supplier test in subsection (¢), the
following applies:

(1) All megawatts of available incremental supply, including available self-
scheduled supply for which the power distribution factor (“dfax”) has an
absolute value equal to or greater than the dfax used by the Office of the
Interconnection’s system operators when evaluating the impact of
generation with respect to the constraint (“effective megawatts”) will be
included in the available supply analysis at costs equal to the cost-based
offers of the available incremental supply adjusted for dfax (“effective
costs”). The Office of the Interconnection will post on the PJM website
the dfax value used by operators with respect to a constraint when it varies
from three percent.

(i1) The three pivotal supplier test will include in the definition of the relevant
market incremental supply up to and including all such supply available at
an effective cost equal to 150% of the cost-based clearing price calculated
using effective costs and effective megawatts and the need for megawatts
to solve the constraint.

(i)  Offer price caps will apply on a generation supplier basis (i.e. not a
generating unit by generating unit basis) and only the generation suppliers
that fail the three pivotal supplier test with respect to any hour in the



(iv)

relevant period will have their units that are dispatched with respect to the
constraint offer capped. A generation supplier for the purposes of this
section includes corporate affiliates. Supply controlled by a generation
supplier or its affiliates by contract with unaffiliated third parties or
otherwise will be included as supply of that generation supplier; supply
owned by a generation supplier but controlled by an unaffiliated third
party by contract or otherwise will be included as supply of that third

party.

A generation supplier’s units, including self-scheduled units, are offer
capped if, when combined with the two largest other generation suppliers,
the generation supplier is pivotal.

In the Day-ahead Energy Market, the Office of the Interconnection shall
include price sensitive demand, Increment Offers and Decrement Bids as
demand or supply, as applicable, in the relevant market.

(2) When more than one cost-based offer is available for a resource }in the Real-time Energy

Market and Day-ahead Energy Market, the schedule on which offer capped resources will be

placed shall be determined using dispatch cost, where dispatch cost is calculated pursuant to the
following formulas:

Dispatch cost for the applicable hour = ((Incremental Energy Offer @ Economic Minimum for
the hour [$/MWh] * Economic Minimum for the hour [MW]) + No-load Cost for the hour [$/H]

)
(1)

(i)

(iii)

For resources committed in the Real-time Energy Market at the time of
commitment or committed in the Day-ahead Energy Market, the resource is

committed on the offer with the lowest Total Dispatch cost,-at-the-time-of
commitment as further detailed in the PJM Manuals,

where:

Total Dispatch cost = Sum of hourly dispatch cost over a resource’s minimum run
time [$] + Start-Up Cost [$]

For resources operating in real-time pursuant to a day-ahead or real-time
commitment, and whose offers are updated after commitment, the resource is
dispatched on the offer with the lowest dispatch cost for the each of the updated

hours.

However, once the resource is dispatched on a cost-based offer, it will remain on
a cost-based offer regardless of the determination of the cheapest schedule.

(h) A generation resource that was committed in the Day-ahead Energy Market or Real-time
Energy Market, is operating in real time, and may be dispatched out of economic merit order to



maintain system reliability as a result of limits on transmission capability, will be offer price
capped, subject to the outcome of a three pivotal supplier test, for each hour the resource
operates beyond its committed hours or Minimum Run Time, whichever is greater, or in the case
of resources self-scheduled in the Real-time Energy Market, for each hour the resource operates
beyond its first hour of operation, in accordance with the following provisions.

(1)

(1)

(ii)

(iii)

If the resource is operating on a cost-based offer, it will remain on a cost-
based offer regardless of the results of the three pivotal supplier test.

If the resource is operating on a market-based offer and the Market Seller
fails the three pivotal supplier test then the resource will be dispatched on
the-cheaper-ofits-market-based-offer-or-the cost-based offer representing
the offer cap as determined by section 6.4.2.; If more than one cost-based
offer is submitted then the Office of the Interconnection shall utilize the
cost-based offer whichever results in the lowest dispatch cost as
determined under section 6.4.1(g).

If the Market Seller passes the three pivotal supplier test and the resource
is currently operating on a market-based offer then the resource will
remain on that offer, unless the Market Seller elects to not have its market-
based offer considered for dispatch and to have only the cost-based offer
that represents the offer cap level as determined under section 6.4.2
considered for dispatch in which case the resource will be dispatched on
its cost-based offer for the remainder of the Operating Day.

If the Office of the Interconnection declares a Market Suspension, in accordance with

Operating Agreement, Schedule 1, section 1.11.6 and section 2.5.2, and such Market
Suspension is greater than twenty-four (24) consecutive hours, the Office of the
Interconnection shall use only cost-based offers for all resources for all market clearing
and compensation, regardless of whether a Market Seller fails the three pivotal supplier



6.6 Minimum Generator Operating Parameters — Parameter Limited Schedules.

(a) Market Sellers submitting Offer Data for Generation Capacity Resources shall

submit and be subject to pre-determined limits on cost-based offers, which are always parameter
limited. Such offers must specify parameter values equal to or less limiting, i.e. more flexible,
than the defined parameter limits. Such cost-based offers (“parameter limited schedules™) shall
be utilizedeoensidered in the commitment of a resource when the Market Seller does not pass the
three pivotal supplier test, as further described in Operating Agreement, Schedule 1, section 6.4.1
and the parallel provisions in Tariff, Attachment K-Appendix, section 6.4.1.

(b) Market Sellers submitting Offer Data for Generation Capacity Resources shall

submit and be subject to pre-determined limits on market-based offers conforming to parameter
limitations (“parameter limited schedules”). Such market-based parameter limited schedules
must specify parameter values equal to or less limiting, i.e. more flexible, than the defined
parameter limits. Such market-based parameter limited schedules shall be utilizedeensidered, to
the extent the Market Seller does pass the three pivotal supplier test, in the

commitment of a resource under the following circumstances:

(1) For Capacity Performance Resources, the Office of the
Interconnection: (i) declares a Maximum Generation Emergency; (i1) issues a Maximum
Generation Emergency Alert, Hot Weather Alert, Cold Weather Alert; or (iii) schedules units
based on the anticipation of a Maximum Generation Emergency, Maximum Generation
Emergency Alert, Hot Weather Alert or Cold Weather Alert for all, or any part, of an Operating
Day.



