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FTR Auction Credit Examples
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FTR Auction Credit Requirement 

• FTR Auction participants must establish an Auction 
Credit Limit prior to bidding into auction 

• Credit Requirement for a participant’s bids may not 
exceed Credit Limit 

• Credit Requirement for individual FTR bids is price of 
the FTR bid minus estimate of revenue from the FTR

• Participant’s Credit Requirement is sum of Credit 
Requirement for each individual FTR bid offset by 
total value of Participant’s ARRs
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FTR Auction Credit Rules

• Credit requirements apply to All FTR auctions 
– For prompt-month monthly products, credit requirement only 

applies to “new” auction participants
– "New" participants defined as those with less than six months of

completed activity prior to the auction
– Use monthly weighted average of past three years (50%-30%-

20%) when calculating historical value 
– Separate historic values for on-peak, off-peak and 24-hour FTRs
– Discount historical value by 10% when calculating credit 

requirements for FTR paths with positive expected value and 
add 10% for FTR paths with negative expected value

• Specific timetable for credit release
• No credit requirement for participants that self-schedule their ARRs 

into FTRs since ARR credits offset FTR costs in full
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Credit Release Schedule

• Specific timetable for credit release
• The individual monthly credit requirements for FTRs is 

removed after the settlement date of each month.
– If monthly subtotal is negative than there will be no change 

in total credit requirement
– If monthly subtotal is positive than the total credit 

requirement will be reduced by positive monthly subtotal of 
completed month
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FTR Auction Credit Calculation

• Credit Requirement Calculation 
1. Starts with a monthly credit calculation for each FTR

• Monthly Price minus discounted historical value for each month for 
each FTR

2. Within each month individual FTR credit numbers are added  
across all FTRs to result in 12 monthly subtotals for the 
account.
• For cleared FTRs only, negative individual FTR credit numbers will 

offset positive numbers within the same month.
• ARR credits in the account are subtracted from credit 

requirements each month.
– Monthly ARR value

3. Credit requirement is the sum of positive monthly subtotals
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FTR Credit Example
Historical LMPs and Hours

NODE JUN JUL AUG SEP OCT NOV DEC JAN FEB MAR APR MAY
A $23 $25 $27 $23 $18 $56 $52 $49 $47 $35 $29 $25
B $36 $38 $40 $54 $49 $34 $30 $27 $25 $45 $42 $38
C $34 $36 $38 $34 $29 $23 $27 $25 $45 $44 $40 $36
D $14 $20 $24 $65 $60 $42 $31 $33 $29 $44 $26 $22
E $37 $40 $43 $37 $52 $24 $33 $31 $60 $56 $47 $42
F $67 $69 $71 $13 $8 $65 $61 $58 $56 $23 $73 $69
G $34 $36 $38 $26 $21 $45 $41 $38 $36 $32 $40 $36
H $3 $5 $7 $67 $62 $13 $9 $6 $4 $16 $9 $5

HISTORICAL LMP

Assume On-Peak, Off-Peak, and 24-HR historical LMPs are the same for example.  
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FTR Credit Example
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Additional Credit Requirements for Undiversified Portfolios

• FTR credit requirements for undiversified FTR auction bidding
– Undiversified Portfolio Definitions

• Flow Undiversified = the FTR Portfolio is net counterflow
which means the total value of the portfolio is negative based 
on FTR auction clearing prices.  

• Geographically Undiversified = The FTR portfolio is Flow 
Undiversified and the FTR portfolio has lower projected 
target allocations because of a single transmission outage. 

• The FTR portfolio is the cumulative position for all current 
and future FTRs cleared in previous auctions and FTRs
cleared in any current preliminary auction case.
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Additional Credit Requirements for Undiversified Portfolios (cont)

– Diversification check performed after preliminary auction clearing
– Screen for undiversified portfolios (geographically and by flow)
– Additional collateral:

• 2 times absolute value of FTR auction-based value if flow 
undiversified

• 3 times absolute value of FTR auction-based value if flow 
and geographically undiversified

– PJM issues demand for additional credit as required by 
diversification test 

– Participants bids are removed from auction if demand not 
satisfied by 4:00 pm next day
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New Bid Credit Rule for Same-Path FTR Bids

• New rule only applies to bids placed into open auction and only 
applies to bids having exact same characteristics (source, sink,
period, class type, hedge type and trade type)

• Current rule calculates bid credit requirement for each FTR bid 
based on bid price regardless of FTR path

• New rule calculates the highest possible credit requirement for bids 
placed on the same path 

• For each set of same-path bids, the credit requirement for each 
possible outcome is determined and the outcome which produces 
the highest credit requirement is used to determine the bid credit 
requirement for the set of same-path bids

• The price which is determined to cause the highest potential credit 
requirement will be used for all bids at or above price for buy bids 
and at or below price for sell offers.
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New Bid Credit Rule for Same-Path FTRs Bids (cont)

Example of Credit calculation for same characteristic bids

Credit Requirements – Old Rule

Total= $10,684,363Credit Requirements – New Rule

Total= $10,498,119Highest possible credit requirement is at the $300 price so this price 
is used to determine credit requirement for all bids above $300
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