Proposed Revisions for the Markets and Reliability Committee Meeting
Held on September 18, 2014

OATT ATTACHMENT DD

2.69B Updated VRR Curve Increment

“Updated VRR Curve Increment” shall mean the portion of the Updated VRR Curve to the right
of a vertical line at the level of Unforced Capacity on the x-axis of such curve equal to the net
Unforced Capacity committed to the PJM Region as a result of all prior auctions conducted for
such Delivery Year and adjusted, if applicable, by the reduction in Unforced Capacity
commitments associated with the transition provision of section 5.14C of this Attachment DD.

2.69C Updated VRR Curve Decrement

“Updated VRR Curve Decrement” shall mean the portion of the Updated VRR Curve to the left
of a vertical line at the level of Unforced Capacity on the x-axis of such curve equal to the net
Unforced Capacity committed to the PJM Region as a result of all prior auctions conducted for
such Delivery Year and adjusted, if applicable, by the reduction in Unforced Capacity
commitments associated with the transition provision of section 5.14C of this Attachment DD.
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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:

. all Sell Offers submitted in such auction;

. the Variable Resource Requirement Curves for the PJM Region and each
LDA;

. any constraints resulting from the Locational Deliverability Requirement

and any applicable Capacity Import Limit;

. for Delivery Years starting June 1, 2014 and ending May 31, 2017, the
Minimum Annual Resource Requirement and the Minimum Extended
Summer Resource Requirement for the PJM Region and for each
Locational Deliverability Area for which a separate VRR Curve is
required by section 5.10(a) of this Attachment DD; and for the Delivery
Year commencing June 1, 2017 and subsequent Delivery Years, the
Limited Resource Constraints and the Sub-Annual Resource Constraints
for the PJIM Region and for each Locational Deliverability Area for which
a separate VRR Curve is required by section 5.10(a) of this Attachment
DD;

. the PJIM Region Reliability Requirement minus the Short-Term Resource
Procurement Target.

The optimization algorithm shall be applied to calculate the overall clearing result to minimize
the cost of satisfying the reliability requirements across the PJM Region, regardless of whether
the quantity clearing the Base Residual Auction is above or below the applicable target quantity,
while respecting all applicable requirements and constraints, including any restrictions specified
in any Credit-Limited Offers. Where the supply curve formed by the Sell Offers submitted in an
auction falls entirely below the Variable Resource Requirement Curve, the auction shall clear at
the price-capacity point on the Variable Resource Requirement Curve corresponding to the total
Unforced Capacity provided by all such Sell Offers. Where the supply curve consists only of
Sell Offers located entirely below the Variable Resource Requirement Curve and Sell Offers
located entirely above the Variable Resource Requirement Curve, the auction shall clear at the
price-capacity point on the Variable Resource Requirement Curve corresponding to the total
Unforced Capacity provided by all Sell Offers located entirely below the Variable Resource
Requirement Curve. In determining the lowest-cost overall clearing result that satisfies all

Effective Date: 6/1/2014 - Page 2



applicable constraints and requirements, the optimization may select from among multiple
possible alternative clearing results that satisfy such requirements, including, for example
(without limitation by such example), accepting a lower-priced Sell Offer that intersects the
Variable Resource Requirement Curve and that specifies a minimum capacity block, accepting a
higher-priced Sell Offer that intersects the Variable Resource Requirement Curve and that
contains no minimum-block limitations, or rejecting both of the above alternatives and clearing
the auction at the higher-priced point on the Variable Resource Requirement Curve that
corresponds to the Unforced Capacity provided by all Sell Offers located entirely below the
Variable Resource Requirement Curve.

The Sell Offer price of a Qualifying Transmission Upgrade shall be treated as a capacity price
differential between the LDAs specified in such Sell Offer between which CETL is increased,
and the Import Capability provided by such upgrade shall clear to the extent the difference in
clearing prices between such LDAs is greater than the price specified in such Sell Offer. The
Capacity Resource clearing results and Capacity Resource Clearing Prices so determined shall be
applicable for such Delivery Year.

b) Scheduled Incremental Auctions.
For purposes of a Scheduled Incremental Auction, the optimization algorithm shall consider:

. The PJM Region Reliability Requirement, less the Short-term Resource
Procurement Target;

. Updated LDA Reliability Requirements taking into account any updated Capacity
Emergency Transfer Objectives;

. The Capacity Emergency Transfer Limit used in the Base Residual Auction, or
any updated value resulting from a Conditional Incremental Auction;

. All applicable Capacity Import Limits;

. For each LDA, such LDA’s updated Reliability Requirement, less such LDA’s
Short-Term Resource Procurement Target;

. For Delivery Years starting June 1, 2014 and ending May 31, 2017, the Minimum
Annual Resource Requirement and the Minimum Extended Summer Resource
Requirement for the PJM Region and for each LDA for which PJM is required to
establish a separate VRR Curve for the Base Residual Auction for the relevant
Delivery Year; and for the Delivery Year commencing June 1, 2017 and
subsequent Delivery Years, the Limited Resource Constraints and the Sub-annual
Resource Constraints for the PJIM Region and for each Locational Deliverability
Area for which a separate VRR Curve is required by section 5.10(a) of this
Attachment DD;
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. A demand curve consisting of the Buy Bids submitted in such auction and, if
indicated for use in such auction in accordance with the provisions below, the
Updated VRR Curve Increment;

o The Sell Offers submitted in such auction; and
. The Unforced Capacity previously committed for such Delivery Year.

0] When the requirement to seek additional resource commitments in a
Scheduled Incremental Auction is triggered by section 5.4(c)(2) of this Attachment, the Office of
the Interconnection shall employ in the clearing of such auction the Updated VRR Curve
Increment.

(ii-+) When the requirement to seek additional resource commitments in a
Scheduled Incremental Auction is triggered by section 5.4(c)(1) of this Attachment, and the
conditions stated in section 5.4(c)(2) do not apply, the Office of the Interconnection first shall
determine the total quantity of (A) the Short-Term Resource Procurement Target Applicable
Share for such auction, plus (B) the amount that the Office of the Interconnection sought to
procure in prior Scheduled Incremental Auctions for such Delivery Year that does not clear such
auction, minus (C) the amount that the Office of the Interconnection sought to sell back in prior
Scheduled Incremental Auctions for such Delivery Year that does not clear such auction, plus
(D) the difference between the updated PJIM Region Reliability Requirement or updated LDA
Reliability Requirement and, respectively, the PIM Region Reliability Requirement, or LDA
Reliability Requirement, utilized in the most recent prior auction conducted for such Delivery
Year plus any amount required by section 5.4(c)(2)(ii), plus (E) the reduction in Unforced
Capacity commitments associated with the tFransition Meechanism-provisions of sections 5.14B
and 5.14C of this Attachment DD;—as-deseribed—in-section-5-14B(B). If the result of such
equation is a positive quantity, the Office of the Interconnection shall employ in the clearing of
such auction a portion of the Updated VRR Curve Increment extending right from the left-most
point on that curve in a megawatt amount equal to that positive quantity defined above, to seek to
procure such quantity. If the result of such equation is a negative quantity, the Office of the
Interconnection shall employ in the clearing of the auction a portion of the Updated VRR Curve
Decrement, extending and ascending to the left from the right-most point on that curve in a
megawatt amount corresponding to the negative quantity defined above, to seek to sell back such
quantity.

(ili)  When the possible need to seek agreements to release capacity
commitments in any Scheduled Incremental Auction is indicated for the PJIM Region or any
LDA by section 5.4(c)(3)(i) of this Attachment, the Office of the Interconnection first shall
determine the total quantity of (A) the Short-Term Resource Procurement Target Applicable
Share for such auction, plus (B) the amount that the Office of the Interconnection sought to
procure in prior Scheduled Incremental Auctions for such Delivery Year that does not clear such
auction, minus (C) the amount that the Office of the Interconnection sought to sell back in prior
Scheduled Incremental Auctions for such Delivery Year that does not clear such auction, plus
(D) the difference between the updated PJM Region Reliability Requirement or updated LDA
Reliability Requirement and, respectively, the PJM Region Reliability Requirement, or LDA

Effective Date: 6/1/2014 - Page 4



Reliability Requirement, utilized in the most recent prior auction conducted for such Delivery
Year minus any capacity sell-back amount determined by PJM to be required for the PIM
Region or such LDA by section 5.4(c)(3)(ii) of this Attachment, plus (E) the reduction in
Unforced Capacity commitments associated with the tFransition Meehanism—provisions of
sections 5.14B and 5.14C of this Attachment DD,-as-deseribed-in-section-5-14B(D}; provided,
however, that the amount sold in total for all LDAs and the PJM Region related to a delay in a
Backbone Transmission upgrade may not exceed the amounts purchased in total for all LDAs
and the PJM Region related to a delay in a Backbone Transmission upgrade. If the result of such
equation is a positive quantity, the Office of the Interconnection shall employ in the clearing of
such auction a portion of the Updated VRR Curve Increment extending right from the left-most
point on that curve in a megawatt amount equal to that positive quantity defined above, to seek to
procure such quantity. If the result of such equation is a negative quantity, the Office of the
Interconnection shall employ in the clearing of the auction a portion of the Updated VRR Curve
Decrement, extending and ascending to the left from the right-most point on that curve in a
megawatt amount corresponding to the negative quantity defined above, to seek to sell back such
quantity.
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5.14 Clearing Prices and Charges

e) Locational Reliability Charge

In accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational
Reliability Charge (subject to certain offsets and other adjustments as described in sections 5.13,
5.14A, 5.14B, 5.14C, and 5.15) equal to such LSE’s Daily Unforced Capacity Obligation in a
Zone during such Delivery Year multiplied by the applicable Final Zonal Capacity Price in such
Zone. PJMSettlement shall be the Counterparty to the LSES’ obligations to pay, and payments
of, Locational Reliability Charges.

5.14A Demand Response Transition Provision for RPM Delivery Years 2012/2013,
2013/2014, and 2014/2015

A. This tFransition tProvision applies only with respect to Demand Resources cleared in the
Base Residual Auction for any or all of the 2012/2013, 2013/2014, or 2014/2015 Delivery Years
(hereafter, “Transition Delivery Years” and each a “Transition Delivery Year”) by a Curtailment
Service Provider as an aggregator of end-use customers registered for the Emergency Load
Response Program as Full Program Option or Capacity Only Option. A Curtailment Service
Provider meeting the description of the preceding sentence is hereafter in this Section 5.14A
referred to as a “Qualified DR Provider.”

B. In the event that a Qualified DR Provider concludes that its cleared Demand Resource for
a Transition Delivery Year is not viable under the revised Reporting and Compliance provisions
of the Emergency Load Response Program which became effective on November 7, 2011,
pursuant to the Commission’s order issued on November 4, 2011, in Docket No. ER11-3322-000
(137 FERC 1 61,108), the Qualified DR Provider must so inform PJM in writing by no later than
30 days prior to the next Incremental Auction for the Transition Delivery Year for which the
identified Demand Resource was cleared. A Qualified DR Provider that does not timely provide
the notice described in this paragraph shall be excluded from application of the remainder of this
Fransition-Provisiensection 5.14A. A Demand Resource cleared for a Transition Delivery Year
is not viable for purposes of this Fransition-Provisiensection 5.14A to the extent that it relies
upon load reduction by any end-use customer for which the applicable Qualified DR Provider
anticipated, when it offered the Demand Resource, measuring load reduction at loads in excess
of such customer’s peak load contribution during Emergency Load Response dispatch events or
tests.

1. Inthe event a Qualified DR Provider that participates in an Incremental Auction after
providing notice pursuant to paragraph B. above purchases Capacity Resources to
replace its previously cleared Demand Resource at a price that exceeds the price at
which the provider’s Demand Resource cleared in the Base Residual Auction for the
same Transition Delivery Year, the Qualified DR Provider shall receive a DR
Capacity Transition Credit in an amount determined by the following:
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DRTC = (IAP — BRP) * DRMW
Where:

DRTC is the amount of the DR Capacity Transition Credit for the
Qualified DR Provider, expressed in dollars;

IAP = the Capacity Resource Clearing Price paid by the Qualified DR
Provider for replacement Capacity Resources in the Incremental Auction
for the relevant Transition Delivery Year;

BRP = the Capacity Resource Clearing Price at which the Qualified DR
Provider’s Demand Resource cleared in the Base Residual Auction for the
same Transition Delivery Year; and

DRMW = the capacity in MW of the Qualified DR Provider’s previously
cleared Demand Resource.

2. All DR Capacity Transition Credits will be paid weekly to the recipient Qualified DR
Providers by PJIMSettlement during the relevant Transition Delivery Year.

3. The cost of payments of DR Capacity Transition Credits to Qualified DR Providers
shall be included in the Locational Reliability Charge collected by PIMSettlement
during the relevant Transition Delivery Year from Load-Serving Entities in the
LDA(s) for which the Qualified DR Provider’s subject Demand Resource was
cleared.

C. A Qualified DR Provider may seek compensation related to its previously cleared
Demand Resource for a particular Transition Delivery Year, in lieu of any DR Capacity
Transition Credits for which it otherwise might be eligible under paragraph B.1. above, under the
following conditions:

1. The Qualified DR Provider must provide timely notice to PJM in accordance with
paragraph B of this Fransition-Provisiensection 5.14A, and

2. The Qualified DR Provider must demonstrate to PJM’s reasonable satisfaction, not
later than 60 days prior to the start of the applicable Transition Delivery Year, that

a. the Qualified DR Provider entered into contractual arrangements on or before
April 7, 2011, with one or more end-use customers registered for the Emergency
Load Response Program as Full Program Option or Capacity Only Option in
association with the Demand Resource identified in the provider’s notice pursuant to
paragraph B above,

b. under which the Qualified DR Provider is unavoidably obligated to pay to such
end-use customers during the relevant Transition Delivery Year
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C. an aggregate amount that exceeds:

(i) any difference of (A) the amount the Qualified DR Provider is entitled to
receive in payment for the previously cleared Demand Resource it designated
as not viable in its notice pursuant to paragraph B of this provision, minus (B)
the amount the provider is obligated to pay for capacity resources it purchased
in the Incremental Auctions to replace the Demand Resource the provider
designated as not viable, plus

(ii) any monetary gains the Qualified DR Provider realizes from purchases of
Capacity Resources in Incremental Auctions for the same Transition Delivery
Year to replace any Demand Resources that the Qualified DR Provider
cleared in the applicable Base Residual Auction other than the resource
designated as not viable in the provider’s notice pursuant to paragraph (B) of
this provision,

(iii) where “monetary gains” for the purpose of clause (ii) shall be any
positive difference of (A) the aggregate amount the Qualified DR Provider is
entitled to receive in payment for any such other Demand Resource it cleared
in the Base Residual Auction, minus (B) the aggregate amount the provider is
obligated to pay for capacity resources it purchased in the applicable
Incremental Auctions to replace any such other Demand Resource the
provider cleared in the Base Residual Auction.

D. A Qualified DR Provider which demonstrates satisfaction of the conditions of paragraph

| C of this Fransition-Provisiensection 5.14A shall be entitled to an Alternative DR Transition
Credit equal to the amount described in paragraph C.2.c. above. Any Alternative DR Transition
Credit provided in accordance with this paragraph shall be paid and collected by PJIMSettlement
in the same manner as described in paragraphs B.2. and B.3. of this Fransitien-Provisiensection
5.14A, provided, however, that each Qualified DR Provider receiving an Alternative DR
Transition Credit shall submit to PJIM within 15 days following the end of each month of the
relevant Transition Delivery Year a report providing the calculation described in paragraph
C.2.c. above, using actual amounts paid and received through the end of the month just ended.
The DR Provider’s Alternative DR Transition Credit shall be adjusted as necessary (including, if
required, in the month following the final month of the Transition Delivery Year) to ensure that
the total credit paid to the Qualified DR Provider for the Transition Delivery Year will equal, but
shall not exceed, the amount described in paragraph C.2.c. above, calculated using the actual
amounts paid and received by the Qualified DR Provider.

5.14B Generating Unit Capability Verification Test Requirements Transition Provision for
RPM Delivery Years 2014/2015, 2015/2016, and 2016/2017

| A This tFransition pRrovision applies only with respect to Generation Capacity Resources
with existing capacity commitments for the 2014/2015, 2015/2016, or 2016/2017 Delivery Years
that experience reductions in verified installed capacity available for sale as a direct result of
revised generating unit capability verification test procedures effective with the summer 2014
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capability tests, as set forth in the PJM Manuals. A Generation Capacity Resource meeting the
description of the preceding sentence, and the Capacity Market Seller of such a resource, are
hereafter in this section 5.14B referred to as an “Affected Resource” and an “Affected Resource
Owner,” respectively.

B. For each of its Affected Resources, an Affected Resource Owner is required to provide
documentation to the Office of the Interconnection sufficient to show a reduction in installed
capacity value as a direct result of the revised capability test procedures. Upon acceptance by
the Office of the Interconnection, the Affected Resource’s installed capacity value will be
updated in the eRPM system to reflect the reduction, and the Affected Resource’s Capacity
Interconnection Rights value will be updated to reflect the reduction, effective June 1, 2014. The
reduction’s impact on the Affected Resource’s existing capacity commitments for the 2014/2015
Delivery Year will be determined in Unforced Capacity terms, using the final EFORd value
established by the Office of the Interconnection for the 2014/2015 Delivery Year as applied to
the Third Incremental Auction for the 2014/2015 Delivery Year, to convert installed capacity to
Unforced Capacity. The reduction’s impact on the Affected Resource’s existing capacity
commitments for each of the 2015/2016 and 2016/2017 Delivery Years will be determined in
Unforced Capacity terms, using the EFORd value from each Sell Offer in each applicable RPM
Auction, applied on a pro-rata basis, to convert installed capacity to Unforced Capacity. The
Unforced Capacity impact for each Delivery Year represents the Affected Resource’s capacity
commitment shortfall, resulting wholly and directly from the revised capability test procedures,
for which the Affected Resource Owner is subject to a Capacity Resource Deficiency Charge for
the Delivery Year, as described in section 8 of this Attachment DD, unless the Affected
Resource Owner (i) provides replacement Unforced Capacity, as described in section 8.1 of this
Attachment DD, prior to the start of the Delivery Year to resolve the Affected Resource’s total
capacity commitment shortfall; or (ii) requests relief from Capacity Resource Deficiency
Charges that result wholly and directly from the revised capability test procedures by electing the
transition mechanism described in this section 5.14B (“Transition Mechanism”).

C. Under the Transition Mechanism, an Affected Resource Owner may elect to have the
Unforced Capacity commitments for all of its Affected Resources reduced for the 2014/2015,
2015/2016, or 2016/2017 Delivery Years to eliminate the capacity commitment shortfalls, across
all of its Affected Resources, that result wholly and directly from the revised capability test
procedures, and for which the Affected Resource Owner otherwise would be subject to Capacity
Resource Deficiency Charges for the Delivery Year. In electing this option, the Affected
Resource Owner relinquishes RPM Auction Credits associated with the reductions in Unforced
Capacity commitments for all of its Affected Resources for the Delivery Year, and Locational
Reliability Charges as described in section 5.14(e) of this Attachment DD are adjusted
accordingly. Affected Resource Owners wishing to elect the Transition Mechanism for the
2015/2016 Delivery Year must notify the Office of the Interconnection by May 30, 2014.
Affected Resource Owners wishing to elect the Transition Mechanism for the 2016/2017
Delivery Year must notify the Office of the Interconnection by July 25, 2014.

D. The Office of the Interconnection will offset the total reduction (across all Affected
Resources and Affected Resource Owners) in Unforced Capacity commitments associated with
the Transition Mechanism for the 2015/2016 and 2016/2017 Delivery Years by applying
corresponding adjustments to the quantity of Buy Bid or Sell Offer activity in the upcoming
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Incremental Auctions for each of those Delivery Years, as described in sections 5.12(b)(ii-%) and
5.12(b)(iii-%) of this Attachment DD.

E. By electing the Transition Mechanism, an Affected Resource Owner may receive relief
from applicable Capacity Resource Deficiency Charges for the 2014/2015, 2015/2016, or
2016/2017 Delivery Years, and a Locational UCAP Seller that sells Locational UCAP based on
an Affected Resource owned by the Affected Resource Owner may receive relief from
applicable Capacity Resource Deficiency Charges for the 2014/2015 Delivery Year, to the extent
that the Affected Resource Owner demonstrates, to the satisfaction of the Office of the
Interconnection, that an inability to deliver the amount of Unforced Capacity previously
committed for the 2014/2015, 2015/2016, or 2016/2017 Delivery Years is due to a reduction in
verified installed capacity available for sale as a direct result of revised generating unit capability
verification test procedures effective with the summer 2014 capability tests, as set forth in the
PJM Manuals; provided, however, that the Affected Resource Owner must provide the Office of
the Interconnection with all information deemed necessary by the Office of the Interconnection
to assess the merits of the request for relief.

5 14C_Demand Response Operational Resource Flexibility Transition Provision for RPI\/I« ‘[Formatted Justified

Delivery Years 2015/2016 and 2016/2017

{Formatted Font: Times New Roman

‘[Formatted. Font: Times New Roman, 12 pt
AN

Formatted: Justified, Space After: 0 pt, Line
N spacing: single

‘\\ ‘{Formatted: Font: Times New Roman, 12 pt,
Bold

described i |n Section A.2 of Attachment DD-1 of the Tariff and the parallel provision of Schedule '
6 of the RAA; (ii) are not excepted from the 30-minute notification requirement as described in
Section A.2 of Attachment DD-1 of the Tariff and the parallel provision of Schedule 6 of the
RAA; and (iii) cleared in the Base Residual Auction or First Incremental Auction for t,h,e,
2015/2016 Delivery Year, or cleared in the Base Residual Auction for the 2016/2017 Delivery *
Year. A Demand Resource meeting these criterig and the Curtailment Service Provider of such a_

resource are hereafter in this section 5.14C referred to as an “Affected Demand Resource” and an
“Affected Curtailment Service Provider,” respectively.

B. For this section 5.14C to apply to an Affected Demand Resource, the Affected
Curtailment Service Provider must notify the Office of the Interconnection in writing, with
regard to the Affected Demand Resource, of the number of cleared megawatts of Unforced
Capacity for the Applicable Delivery Year, by type of Demand Resource (i.e., Limited DR,
Annual DR, Extended Summer DR) and by Zone or sub-Zone, by the applicable deadline as
follows:

1. For the 2015/2016 Delivery Year, the notice shall be provided by no later than*
seven (7) days prior to the postlnq by the Office of the Interconnectlon of planning parameters

Incremental Auctlon for the 2015/2016 Delivery Year.
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seven (7) days prior to the posting by the Office of the Interconnection of planning parameters Space After: 0 pt, Line spacing: single

for the Second Incremental Auction for the 2016/2017 Delivery Year. Such Affected Formatted .. [1]
Curtailment Service Provider that utilizes, this transition provision may not sell or offer to sell

megawatts in the modeled L DA or sub-LDA where an Affected Demand Resource is located in

the Second or Third Incremental Auctions for the 2016/2017 Delivery Year.
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megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located in
the Second Incremental Auction for the 2016/2017 Delivery Year, and may not sell or offer to
sell megawatts in the modeled LDA or sub-LDA where an Affected Demand Resource is located
in the Third Incremental Auction for the 2016/2017 Delivery Year.
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C.___For the Third Incremental Auction for the 2015/2016 Delivery Year and the First, ~ |spacing: sigle
Second, and Third Incremental Auctions for the 2016/2017 Delivery Year, the Office of the 7 Formatted ... [3]
Interconnection shall publish aggregate information on the undeliverable megawatts declared
under this transition provision (hereafter, “non-viable megawatts™), by type of Demand Resource
and by Zone or sub-Zone, concurrently with its posting of planning parameters for the applicable
Scheduled Incremental Auction. Non-viable megawatts for a Scheduled Incremental Auction for
an_Applicable Delivery Year represent those megawatts meeting the criteria of subsection A
above and declared in accordance with subsection B above. Prior to each Third Incremental
Auction for an Applicable Delivery Year, the Office of the Interconnection shall apply
adjustments equal to the declared non-viable megawatt quantity to the quantity of Buy Bid or
Sell Offer activity in the upcoming Scheduled Incremental Auctions for the Applicable Delivery
Year, as described in sections 5.12(b)(ii) and 5.12(b)(iii) of this Attachment DD. Prior to the
Second Incremental Auction for the 2016/2017 Delivery Year, the Office of the Interconnection
shall adjust the recalculated PJM Region Reliability Requirement and recalculated LDA
Reliability Requirements, as described in section 5.4(c) of this Attachment DD, by the applicable
guantity of declared non-viable megawatts, and shall update the PJM Region Reliability
Requirement and each LDA Reliability Requirement for such Second Incremental Auction only
if the combined change of the applicable adjustment and applicable recalculation jis greater than
or equal to the lessor of (i) 500 megawatts or (ii) one percent of the prior PJM Region Reliability
Requirement or one percent of the prior LDA Reliability Requirement, as applicable.

D, __Prior to the start of each Applicable Delivery Year, the Office of the Interconnection shall Formatted A
reduce, by type of Demand Resource and by Zone or sub-Zone, the capacity commitment of each
Affected Curtailment Service Provider that utilizes this transition provision for the Applicable
Delivery Year based on the non-viable megawatts declared by the Affected Curtailment Service
Provider under this transition provision. If the Affected Curtailment Service Provider cleared
megawatts from multiple Affected Demand Resources of the same type and Zone or sub-Zone,
or cleared MWs in multiple RPM Auctions for the Applicable Delivery Year, the Office of the
Interconnection shall allocate the reduction in capacity commitment by type of Demand
Resource and by Zone or sub-Zone across the applicable Affected Demand Resources and
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relevant RPM Auctions. Such allocation shall be performed on a pro-rata basis, based on
megawatts cleared by the Affected Demand Resources in the relevant RPM Auctions.
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