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The Institute for Policy Integrity at New York University School of Law (Policy Integrity)' respectfully
submits the following comments in response to PJM Interconnection LLC’s (PJM) notice regarding
evaluating corporate commitments? in the context of the Federal Energy Regulatory Commission’s (FERC)
Order No. 1920.° Policy Integrity is a non-partisan think tank dedicated to improving the quality of
government decisionmaking through advocacy and scholarship in the fields of administrative law,
economics, and public policy.

To comply with Order No. 1920, PJM will need to create at least three plausible and diverse long-term
scenarios that incorporate mandatory categories of factors.* When PJM requested stakeholder input on
corporate commitments, these were a required consideration.” In Order No. 1920-A, FERC set aside that
requirement,® but PJM can still opt to consider corporate commitments as a driver of long-term transmission
needs.” Indeed, because these commitments can be a real driver of future transmission needs,® Policy
Integrity recommends that PJM incorporate this factor into its scenarios for the sake of accuracy so long as
PJM avoids double counting the effects of these commitments when accounting for other transmission
drivers.’

Regarding estimating and modeling corporate commitments, Policy Integrity specifically recommends that:

e PJM consider a “corporate commitment” to be any corporate pledge that could drive transmission
needs in PJM by affecting electricity supply or demand in PJM’s footprint.

e PJM should take a top-down approach to estimating the impacts of scope 2 corporate commitments,
rather than using a bottom-up aggregation of individual commitments, because these commitments
will come from myriad entities and in varied formats. The nuances of each commitment will have
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different implications for future transmission needs, so it may be more accurate and administrable
for PJM to instead estimate the quantity of energy attribute certificates (EACs)'® representing zero-
emissions generation that companies will voluntarily purchase from PJM-located resources. PJIM
could then use that parameter to constrain its capacity expansion modeling, ensuring that PJM plans
for a future in which these EAC sales are possible.

e PJM could achieve a set of plausible and diverse long-term scenarios by varying the following
assumptions about scope 2 commitments across scenarios: (1) the total quantity of voluntary zero-
emissions energy procurement; (2) how much of the procurement will need to be hourly matched
vs. annually matched, in accordance with evolving accounting methodologies; and (3) levels of
procurement from new resources vs. existing resources, also in accordance with evolving
accounting methodologies.

e If PIM does rely on bottom-up reporting, it will be important for PJM to verify submissions to
minimize strategic misreporting, while balancing confidentiality concerns against transparency
requirements.

Responses to Request for Stakeholder Feedback

1. What types of information should fall under the definition of “corporate commitments”?

PJM should consider all corporate commitments that could drive transmission needs by changing
electricity supply or demand within PJM’s footprint. Some corporate commitments will be “scope 17!
pledges to reduce emissions at company-controlled sources like a company’s fleet of generation
resources.'? Other corporate commitments will be “scope 2" pledges to achieve electricity-emissions
benchmarks while drawing electricity from the PJM regional grid. Such pledges may take different forms,
including promises to purchase a certain amount of electricity in PJM with specific environmental
characteristics (e.g., zero-emissions electricity) by a specific date, or commitments to achieve a reduction
in the company’s emissions from electricity purchased within the PJM footprint (e.g., net zero) by a target

date.

While many corporate commitments will be pledges that describe the company’s own behavior, some
may be “scope 3”'* commitments to achieve upstream or downstream goals that also affect electricity
supply or demand."” For example, a company might commit to reducing the greenhouse gas emission
from electricity embodied in the products that it purchases for resale.'® Such commitments can also drive
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transmission needs to the extent that they drive changes in demand for or supply of electricity within PJM
(e.g., if they involve products produced using electricity within PJM). If PJM pursues a bottom-up
approach of aggregating corporate commitments, scope 3 commitments present a risk of double counting
that PJM should be mindful of, because one company’s scope 3 commitment may also appear as another
company’s scope 1 or 2 commitment.'’

2. What information should PJM be requesting from stakeholders that would be considered
corporate commitments?

Question 2 suggests that PJM is considering a bottom-up aggregation of individual corporate
commitments, but doing so would present challenges that PJM should be prepared to address. Beyond the
sheer number of companies that may have relevant commitments, similar-sounding goals can have very
different effects on transmission needs in PIM. Accordingly, at least for scope 2 commitments, Policy
Integrity recommends a top-down approach instead that does not involve collecting company-specific
data.

If PIM were to pursue a bottom-up aggregation of individual corporate commitments, companies might
have radically different approaches to a scope 2 goal like “net zero electricity emissions,” each with
different implications for the future of PIM. A company might intend to achieve “net zero” through any
combination of: purchasing of a quantity of EACs that are time-matched to the company’s energy
consumption;'® procuring EACs associated with avoided emissions that offset the company’s induced
electricity emissions;'® purchasing carbon offsets from outside the power sector (e.g., reforestation
projects);*® and reducing electricity consumption.

The permutations do not stop there. Two companies might each pursue a time-matching strategy to
achieve net zero, but one might accept EACs generated at any time within the same year as that
company’s electricity consumption (annual time-matching), while the other might insist on EACs that
were generated within the same hour (hourly time-matching).?' A company might commit to purchasing
EACs from generators within a specific deliverability zone (e.g., within PJM, or within a specific zone
within PJM), or a company might have no geographic restrictions and thus be willing to purchase EACs
from another transmission-planning region.”? Two “net zero” commitments might also reflect entirely
different approaches to additionality: One company might decide to purchase EACs only from newly built
generation to ensure that it does not siphon zero-emissions electricity from existing uses, while another
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might be content to purchase EACs from existing generation resources that had previously served other
customers.”

Each combination of decisions would result in distinct impacts on PJM’s future generation mix and thus
PJM’s identification of transmission needs. Accordingly, if PJM pursues a bottom-up approach to scope 2
commitments, it should solicit specific and detailed information about the nuances of each commitment.

Given these data-collection challenges, it might be more accurate and administrable for PJM to instead
pursue a top-down approach for scope 2 commitments focused on forecasting a single variable: the
quantity of EACs representing zero-emissions generation that companies will voluntarily purchase from
PJM-located resources.* Companies have many ways to purchase zero-emissions electricity, but they all
involve buying and retiring EACs.** Thus, PJM could model corporate commitments from the top down
by forecasting the quantity of zero-emission EACs that PJM-located resources will sell to corporate
customers each year. Then PJM could ensure that its capacity expansion model builds a generation mix
that would allow this quantity of EACs to be produced above and beyond those EACs that will be
required to meet other demand for them (e.g., the EACs necessary to comply with state renewable
portfolio standards (RPSs) and utility green programs for residential customers®®). Using such a constraint
would be analogous to how modelers can include RPSs in capacity expansion models as a constraint that
prevents the model from building incompatible generation.?’

Order No. 1920 explicitly presents the possibility of a top-down approach to modeling corporate
commitments.*® If PIM were to adopt Policy Integrity’s recommended EAC-quantity approach, quantity
data may be available from S&P Global, which offers certain ten-year estimates concerning the size of
voluntary REC market.”” Relevant data may also be available from the National Renewable Energy
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Laboratory, which reports historical data on voluntary green power procurement,’’ including a state-by-
state breakdown for 2023.*'

PJM could harmonize this top-down approach with Order No. 1920’s requirement that PJM construct at
least three plausible and diverse long-term scenarios by varying the binding zero-emissions EAC
constraint across scenarios to reflect uncertainty about corporate demand for zero-emissions electricity.
Beyond that one adjustment, PJM could also vary its scenarios to account for the evolving rigor of
electricity-emissions accounting practices, a topic that was the focus of a recent Policy Integrity
conference, to reflect how corporate commitments might develop over Order No. 1920’s 20-year planning
horizon.** As discussed at the conference, corporations are shifting from the dominant annual-matching-
of-EACs approach to more sophisticated emissions-matching and hourly-matching/spatial-matching
methodologies.” Similarly, the Greenhouse Gas Protocol is considering whether to alter its widely
adopted standards for voluntary reporting of electricity emissions to include granular temporal/geographic
requirements and/or additionality requirements.**

Accordingly, PJM could make different assumptions for different scenarios about how these accounting
advances will be adopted with respect to the forecasted quantity of EACs. PJM could assume distinct
percentages of the total EAC quantity will be subject to hourly matching in each scenario—and
implement this by requiring the capacity expansion model to ensure the necessary amount of zero-
emissions generation happens in each hour, rather than just across the entire year. Similarly, PJM could
implement distinct assumptions about the adoption of additionality requirements by requiring a certain
percentage of EACs to come from newly built resources.*

3. How should PJM collect and verify this information? Should corporate commitments require
certain levels of evidence to be considered within Category Factor 77
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To the extent that PJM adopts a top-down approach to estimating corporate commitments, it would not
need to vet corporation-specific information. (PJM would still need to solicit stakeholder input and
feedback on its approach and intended inputs related to this factor across scenarios.) If PJM instead takes
a bottom-up approach, however, verification will be especially important to help ensure that corporate
customers with large loads do not strategically misreport their commitments to influence the buildout of
the transmission system in ways that benefit them but that would be inefficient under a more accurate
state of future corporate demand. If PJM believes an individual corporate commitment is unlikely to be
achieved, Order No. 1920 allows PJM to discount that commitment, and PJM can vary the level of
discounting by scenario to account for uncertainty.*

4. What confidentiality concerns should PIM take into consideration when soliciting for corporate
commitments? If confidentiality concerns exist, how should PJM balance protecting this information with
maintaining transparency around its transmission planning assumptions?

Adopting a top-down would avoid any confidentiality concerns that may apply to a bottom-up process.

Sincerely,

Christoph Graf, Senior Economist
Matthew Lifson, Attorney
matthew.lifson@nyu.edu
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