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ATTACHMENT Q 

 

PJM CREDIT POLICY 

 

IV. CREDIT REQUIREMENTS FOR SCREENED TRANSACTIONS 

 

B. RPM Auction and Price Responsive Demand Credit Requirements 
 

Settlement during any Delivery Year of cleared positions resulting or expected to result from any 

RPM Auction shall be included as appropriate in Peak Market Activity, and the provisions of this 

Attachment Q shall apply to any such activity and obligations arising therefrom.  In addition, the 

provisions of this section shall apply to any entity seeking to participate in any RPM Auction, to 

address credit risks unique to such auctions.  The provisions of this section also shall apply under 

certain circumstances to PRD Providers that seek to commit Price Responsive Demand pursuant 

to the provisions of the Reliability Assurance Agreement. 

 

Credit requirements described herein for RPM Auctions and RPM bilateral transactions are 

applied separately for each customer account of a Market Participant.  Market Participants 

wishing to participate in an RPM Auction or enter into RPM bilateral transactions must designate 

the appropriate amount of credit to each account in which their offers are submitted.   

 

1. Applicability 

 

A Market Participant seeking to submit a Sell Offer in any RPM Auction based on any Capacity 

Resource for which there is a materially increased risk of nonperformance must satisfy the credit 

requirement specified herein before submitting such Sell Offer.  A PRD Provider seeking to 

commit Price Responsive Demand for which there is a materially increased risk of non-

performance must satisfy the credit requirement specified herein before it may commit the Price 

Responsive Demand.  Credit must be maintained until such risk of non-performance is 

substantially eliminated, but may be reduced commensurate with the reduction in such risk, as 

set forth in section IV.B.3.   

 

For purposes of this provision, a resource for which there is a materially increased risk of 

nonperformance shall mean:  (i) a Planned Generation Capacity Resource; (ii) a Planned 

Demand Resource or an Energy Efficiency Resource; (iii) a Qualifying Transmission Upgrade; 

(iv) an existing or Planned Generation Capacity Resource located outside the PJM Region that at 

the time it is submitted in a Sell Offer has not secured firm transmission service to the border of 

the PJM Region sufficient to satisfy the deliverability requirements of the Reliability Assurance 

Agreement; or (v) Price Responsive Demand to the extent the responsible PRD Provider has not 

registered PRD-eligible load at a PRD Substation level to satisfy its Nominal PRD Value 

commitment, in accordance with Schedule 6.1 of the Reliability Assurance Agreement. 

 

2. Reliability Pricing Model Auction and Price Responsive Demand Credit 

Requirement 

 

Except as provided for Credit-Limited Offers below, for any resource specified in section 

IV.B.1, other than Price Responsive Demand, the credit requirement shall be the RPM Auction 

Credit Rate, as provided in section IV.B.4, times the megawatts to be offered for sale from such 
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resource in an RPM Auction.  For Qualified Transmission Upgrades, the credit requirements 

shall be based on the Locational Deliverability Area in which such upgrade was to increase the 

Capacity Emergency Transfer Limit.  However, the credit requirement for Planned Financed 

Generation Capacity Resources and Planned External Financed Generation Capacity Resources 

shall be one half of the product of the RPM Auction Credit Rate, as provided in section IV.B.4, 

times the megawatts to be offered for sale from such resource in a Reliability Pricing Model 

Auction.  The RPM Auction Credit Requirement for each Market Participant shall be determined 

on a customer account basis, separately for each customer account of a Market Participant, and 

shall be the sum of the credit requirements for all such resources to be offered by such Market 

Participant in the auction or, as applicable, cleared by such Market Participant in the relevant 

auctions.  For Price Responsive Demand , the credit requirement shall be based on the Nominal 

PRD Value (stated in Unforced Capacity terms) times the Price Responsive Demand Credit Rate 

as set forth in section IV.B.5. 

 

Except for Credit-Limited Offers, the RPM Auction Credit requirement for a Market Participant 

will be reduced for any Delivery Year to the extent less than all of such Market Participant’s 

offers clear in the Base Residual Auction or any Incremental Auction for such Delivery Year. 

Such reduction shall be proportional to the quantity, in megawatts, that failed to clear in such 

Delivery Year. 

 

A Sell Offer based on a Planned Generation Capacity Resource, Planned Demand Resource, or 

Energy Efficiency Resource may be submitted as a Credit-Limited Offer.  A Market Participant 

electing this option shall specify a maximum amount of Unforced Capacity, in megawatts, and a 

maximum credit requirement, in dollars, applicable to the Sell Offer.  A Credit-Limited Offer 

shall clear the RPM Auction in which it is submitted (to the extent it otherwise would clear based 

on the other offer parameters and the system’s need for the offered capacity) only to the extent of 

the lesser of:  (i) the quantity of Unforced Capacity that is the quotient of the division of the 

specified maximum credit requirement by the Auction Credit Rate resulting from section 

IV.B.4.b.; and (ii) the maximum amount of Unforced Capacity specified in the Sell Offer.  For a 

Market Participant electing this alternative, the RPM Auction Credit requirement applicable prior 

to the posting of results of the auction shall be the maximum credit requirement specified in its 

Credit-Limited Offer, and the RPM Auction Credit requirement subsequent to posting of the 

results will be the Auction Credit Rate, as provided in section IV.B.4.b, c. or d., as applicable, 

times the amount of Unforced Capacity from such Sell Offer that cleared in the auction. The 

availability and operational details of Credit-Limited Offers shall be as described in the PJM 

Manuals. 

 

As set forth in section IV.B.4, a Market Participant's Auction Credit requirement shall be 

determined separately for each Delivery Year. 

 

3. Reduction in Credit Requirement 

 

As specified below, the RPM Auction Credit Rate may be reduced under certain circumstances 

after the auction has closed. 

 

The Price Responsive Demand credit requirement shall be reduced as and to the extent the PRD 

Provider registers PRD-eligible load at a PRD Substation level to satisfy its Nominal PRD Value 

commitment, in accordance with Schedule 6.1 of the Reliability Assurance Agreement.   
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In addition, the RPM Auction Credit requirement for a Market Participant for any given Delivery 

Year shall be reduced periodically, providedafter the Capacity Market Seller has provided PJM a 

written request for each reduction, accompanied by documentation sufficient for PJM to verify 

attainment of required milestones or satisfaction of other requirements, and PJM has verified that 

the Market Participant has successfully meets met progress milestones for its Capacity Resource 

that reduce the risk of non-performance, as follows:  

 

a. For Planned Demand Resources and Energy Efficiency Resources, the RPM Auction 

Credit requirement will be reduced in direct proportion to the megawatts of such Demand 

Resource that the Resource Provider qualifies as a Capacity Resource, in accordance with the 

procedures established under the Reliability Assurance Agreement. 

 

b. For Existing Generation Capacity Resources located outside the PJM Region that have 

not secured sufficient firm transmission to the border of the PJM Region prior to the auction in 

which such resource is first offered, the RPM Auction Credit requirement shall be reduced in 

direct proportion to the megawatts of firm transmission service secured by the Market Participant 

that qualify such resource under the deliverability requirements of the Reliability Assurance 

Agreement.   

 

c. For Planned Generation Capacity Resources located in the PJM Region, the RPM 

Auction Credit requirement shall be reduced as the Capacity Resource attains the milestones 

stated in the following table and as further described in the PJM Manuals.  

 

Milestones 

Increment of reduction 

from initial RPM Auction 

Credit requirement  

Effective Date of Interconnection Service Agreement 50% 

Financial Close 15% 

Full Notice to Proceed and Commencement of 

Construction (e.g., footers poured) 5% 

Main Power Generating Equipment Delivered 5% 

Commencement of Interconnection Service 25% 

 

To obtain a reduction in its RPM Auction Credit requirement, except for the Interconnection 

Service Agreement and Commencement of Interconnection Service milestones, For externally 

financed projects, the Capacity Market Seller must submit with its request for reduction a sworn, 

notarized certification of a duly authorized independent engineer for the Financial Close, Full 

Notice to Proceed and Commencement of Construction, and Main Power Generating Equipment 

Delivered milestones.   

 

For internally financed projects, the Capacity Market Seller must submit with its request for 

reduction a sworn, notarized certification of a duly authorized officer of the Capacity Market 

Seller for the Financial Close milestone and either a duly authorized independent engineer or 

Professional Engineer for the Full Notice to Proceed and Commencement of Construction and 

the Main Power Generating Equipment Delivered milestones.   
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The required certifications must be in a form acceptable to PJM, certifying that the engineer or 

officer, as applicable has personal knowledge, or has engaged in a diligent inquiry to determine, 

that the milestone has been achieved and that, based on its review of the relevant project 

information, the independent engineer or officer, as applicable, is not aware of any information 

that could reasonably cause it to believe that the Capacity Resource will not be in-service by the 

beginning of the applicable Delivery Year.  The Capacity Market Seller shall, if requested by 

PJM, supply to PJM on a confidential basis all records and documents relating to the independent 

engineer’s and/or officer’s certifications.   

 

d. For Planned External Generation Capacity Resources, the RPM Auction Credit 

requirement shall be reduced as the Capacity Resource attains the milestones stated in the 

following table and as further described in the PJM Manuals; provided, however, that the total 

percentage reduction in the RPM Auction Credit requirement shall be no greater than the 

quotient of (a) the MWs of firm transmission service that the Capacity Market Seller has secured 

for the complete transmission path divided by (b) the MWs of firm transmission service required 

to  qualify such resource under the deliverability requirements of the Reliability Assurance 

Agreement. 

 

Credit Reduction Milestones for Planned External Generation Capacity Resources 

Milestones 

Increment of reduction from 

initial RPM Auction Credit 

requirement 

Effective Date of the equivalent of an Interconnection 

Service Agreement 
50% 

Financial Close 15% 

Full Notice to Proceed and Commencement of 

Construction (e.g., footers poured) 
5% 

Main Power Generating Equipment Delivered 5% 

Commencement of Interconnection Service 25% 

 

To obtain a reduction in its RPM Auction Credit requirement, the Capacity Market Seller must 

demonstrate satisfaction of the applicable milestone in the same manner as set forth for Planned 

Generation Capacity Resources in subsection (c) above.   

 

e. For Planned Financed Generation Capacity Resources located in the PJM Region, the 

RPM Auction Credit requirement shall be reduced as the Capacity Resource attains the 

milestones stated in the following table and as further described in the PJM Manuals.  

  

Credit Reduction Milestones for Planned Financed Generation Capacity Resources 

Milestones 

Increment of reduction from 

initial RPM Auction Credit 

requirement 

Full Notice to Proceed 50% 

Commencement of Construction (e.g., footers poured) 15% 

Main Power Generating Equipment Delivered 10% 
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Commencement of Interconnection Service 25% 

 

To obtain a reduction in its RPM Auction Credit requirement, the Capacity Market Seller must 

demonstrate satisfaction of the applicable milestone in the same manner as set forth for Planned 

Generation Capacity Resources in subsection (c) above. 

 

f. For Planned External Financed Generation Capacity Resources, the RPM Credit Auction 

Requirement shall be reduced as the Capacity Resource attains the milestones stated in the 

following table and as further described in the PJM Manuals; provided, however, that the total 

percentage reduction in the RPM Auction Credit requirement, including the initial 50% reduction 

for being a Planned External Financed Generation Capacity Resources, shall be no greater than 

the quotient of (a) the MWs of firm transmission service that the Capacity Market Seller has 

secured for the complete transmission path divided by (b) the MWs of firm transmission service 

required to  qualify such resource under the deliverability requirements of the Reliability 

Assurance Agreement.  

 

Credit Reduction Milestones for Planned External Financed Generation Capacity  

Milestones 

Increment of reduction from 

initial RPM Auction Credit 

requirement  

Full Notice to Proceed  50% 

Commencement of Construction (e.g., footers poured)  15% 

Main Power Generating Equipment Delivered  10% 

Commencement of Interconnection Service  25% 

 

To obtain a reduction in its RPM Auction Credit requirement, the Capacity Market Seller must 

demonstrate satisfaction of the applicable milestone in the same manner as set forth for Planned 

Generation Capacity Resources in subsection (c) above. 

 

 

g. For Qualifying Transmission Upgrades, the RPM Auction Credit requirement shall be 

reduced to 50% of the amount calculated under section IV.B.2 beginning as of the effective date 

of the latest associated Interconnection Service Agreement (or, when a project will have no such 

agreement, an Upgrade Construction Service Agreement), and shall be reduced to zero on the 

date the Qualifying Transmission Upgrade is placed in service.  In addition, a Qualifying 

Transmission Upgrade will be allowed a reduction in its RPM Auction Credit requirement equal 

to the amount of Collateral currently posted with PJM for the facility construction when the 

Qualifying Transmission Upgrade meets the following requirements:  the Upgrade Construction 

Service Agreement has been fully executed, the full estimated cost to complete as most recently 

determined or updated by PJM has been fully paid or collateralized, and all regulatory and other 

required approvals (except those that must await construction completion) have been obtained.  

Such reduction in RPM Auction Credit requirement may not be transferred across different 

projects. 

 

4. RPM Auction Credit Rate 
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As set forth in the PJM Manuals, a separate Auction Credit Rate shall be calculated for each 

Delivery Year prior to each RPM Auction for such Delivery Year, as follows: 

 

a.  Prior to the posting of the results of a Base Residual Auction for a Delivery Year, the 

Auction Credit Rate shall be: 

 

(i) For all Capacity Resources other than Capacity Performance Resources,  (the 

greater of (A) 0.3 times the Net Cost of New Entry for the PJM Region for such Delivery Year, 

in MW-day or (B) $20 per MW-day) times the number of days in such Delivery Year; and 

 

(ii) For Capacity Performance Resources, the greater of ((A) 0.5 times the Net Cost of 

New Entry for the PJM Region for such Delivery Year or for the Relevant LDA, in MW-day or 

(B) $20 per MW-day) times the number of days in such Delivery Year. 

 

(iii) For Seasonal Capacity Performance Resources, the same as the Auction Credit 

Rate for Capacity Performance Resources, but reduced to be proportional to the number of days 

in the relevant season. 

 

b. Subsequent to the posting of the results from a Base Residual Auction, the Auction Credit 

Rate used for ongoing credit requirements for supply committed in such auction shall be: 

 

(i) For all Capacity Resources other than Capacity Performance Resources, (the 

greater of (A) $20/MW-day or (B) 0.2 times the Capacity Resource Clearing Price 

in such auction for the Locational Deliverability Area within which the resource is 

located) times the number of days in such Delivery Year; and 

 

(ii) For Capacity Performance Resources, the (greater of [(A) $20/MW-day or (B) 0.2 

times the Capacity Resource Clearing Price in such auction for the Locational 

Deliverability Area within which the resource is located) or (C) the lesser of (i) 

0.5 times the Net Cost of New Entry for the PJM Region for such Delivery Year 

or for the Relevant LDA, in $/MW-day or (ii) 1.5 times the Net Cost of New 

Entry (stated on an installed capacity basis) for the PJM Region for such Delivery 

year or for the Relevant LDA, in $/MW-day minus (the Capacity Resource 

Clearing Price in such auction for the Locational Deliverability Area within which 

the resource is located)] times the number of days in such Delivery Year). 

 

(iii) For Seasonal Capacity Performance Resources, the same as the Auction Credit 

Rate for Capacity Performance Resources, but reduced to be proportional to the 

number of days in the relevant season. 

 

c. For any resource not previously committed for a Delivery Year that seeks to participate in 

an Incremental Auction, the Auction Credit Rate shall be: 

 

(i) For all Capacity Resources other than Capacity Performance Resources,  (the greater 

of (A) 0.3 times the Net Cost of New Entry for the PJM Region for such Delivery Year, in MW-

day or (B) 0.24 times the Capacity Resource Clearing Price in the Base Residual Auction for 

such Delivery Year for the Locational Deliverability Area within which the resource is located or 

(C) $20 per MW-day) times the number of days in such Delivery Year; and 
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(ii) For Capacity Performance Resources, the (greater of (A) 0.5 times Net Cost of 

New Entry for the PJM Region for such Delivery year or for the Relevant LDA or (B) $20/MW-

day) times the number of days in such Delivery Year. 

 

d. Subsequent to the posting of the results of an Incremental Auction, the Auction Credit 

Rate used for ongoing credit requirements for supply committed in such auction shall be: 

 

(i) For Base Capacity Resources: (the greater of (A) $20/MW-day or (B) 0.2 times 

the Capacity Resource Clearing Price in such auction for the Locational 

Deliverability Area within which the resource is located) times the number of 

days in such Delivery Year, but no greater than the Auction Credit Rate 

previously established for such resource’s participation in such Incremental 

Auction pursuant to subsection (c) above) times the number of days in such 

Delivery Year; and 

 

(ii) For Capacity Performance Resources, the greater of [(A) $20/MW-day or (B) 0.2 

times the Capacity Resource Clearing Price in such auction for the Locational 

Deliverability Area within which the resource is located) or (C) the lesser of (i) 

0.5 times the Net Cost of New Entry for the PJM Region for such Delivery Year 

or for the Relevant LDA, in $/MW-day or (ii) 1.5 times the Net Cost of New 

Entry (stated on an installed capacity basis) for the PJM Region for such Delivery 

Year or for the Relevant LDA, in $/MW-day minus (the Capacity Resource 

Clearing Price in such auction for the Locational Deliverability Area within which 

the resource is located)] times the number of days in such Delivery Year).  

 

(iii) For Seasonal Capacity Performance Resources, the same as the Auction Credit 

Rate for Capacity Performance Resources, but reduced to be proportional to the 

number of days in the relevant season. 

 

e. For the purposes of this section IV.B.4, “Relevant LDA” means the Locational 

Deliverability Area in which the Capacity Performance Resource is located if a separate Variable 

Resource Requirement Curve has been established for that Locational Deliverability Area for the 

Base Residual Auction for such Delivery Year. 

 

5. Price Responsive Demand Credit Rate 
 

a. Prior to the posting of the results of a Base Residual Auction for a Delivery Year, the 

Price Responsive Demand Credit Rate shall be (the greater of (i) 0.3 times the Net Cost of New 

Entry for the PJM Region for such Delivery Year, in MW-day or (ii) $20 per MW-day) times the 

number of days in such Delivery Year; 

 

bSubsequent to the posting of the results from a Base Residual Auction, the Price Responsive 

Demand Credit Rate used for ongoing credit requirements for Price Responsive Demand 

registered prior to such auction shall be (the greater of (i) $20/MW-day or (ii) 0.2 times 

the Capacity Resource Clearing Price in such auction for the Locational Deliverability 

Area within which the PRD load is located) times the number of days in such Delivery 

Year times a final price uncertainty factor of 1.05; 
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c.For any additional Price Responsive Demand that seeks to commit in a Third Incremental 

Auction in response to a qualifying change in the final LDA load forecast, the Price Responsive 

Demand Credit Rate shall be the same as the rate for Price Responsive Demand that had cleared 

in the Base Residual Auction; 

 

d. Subsequent to the posting of the results of the Third Incremental Auction, the Price 

Responsive Demand Credit Rate used for ongoing credit requirements for all Price Responsive 

Demand, shall be (the greater of (i) $20/MW-day or (ii) 0.2 times the Final Zonal Capacity Price 

for the Locational Deliverability Area within which the Price Responsive Demand is located) 

times the number of days in such Delivery Year, but no greater than the Price Responsive 

Demand Credit Rate previously established under subsections (a), (b), or (c) of this section for 

such Delivery Year. 

 

6. RPM Seller Credit - Additional Form of Unsecured Credit for RPM 

 

In addition to the forms of credit specified elsewhere in this Attachment Q, RPM Seller Credit 

shall be available to Market  Participants, but solely for purposes of satisfying RPM Auction 

Credit requirements.  If a supplier has a history of being a net seller into PJM Markets, on 

average, over the past 12 months, then PJMSettlement will count as available Unsecured Credit 

twice the average of that Market Participant’s total net monthly PJMSettlement bills over the 

past 12 months.  This RPM Seller Credit shall be subject to the cap on available Unsecured 

Credit as established in section II.D.3.   

 

RPM Seller Credit is calculated as a single value for each Market Participant, not separately by 

account, and must be designated to specific customer accounts in order to be available to satisfy 

RPM Auction Credit requirements that are calculated in each such customer account. 

 

7.  Credit Responsibility for Traded Planned RPM Capacity Resources 

 

PJMSettlement may require that credit and financial responsibility for planned Capacity 

Resources that are traded remain with the original party (which for these purposes, means the 

party bearing credit responsibility for the planned Capacity Resource immediately prior to trade) 

unless the receiving party independently establishes consistent with this Attachment Q, that it has 

sufficient credit with PJMSettlement and agrees by providing written notice to PJMSettlement 

that it will fully assume the credit responsibility associated with the traded planned Capacity 

Resource. 

 


