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The contents of this presentation are being delivered for educational and informational purposes only. It is intended for a l imited audience of persons and/or entities who have professional experience in such matters 

and should be considered and treated as confidential information by these recipients.  It is not to be considered legal, financial, or other professional advice and should not be used in lieu of directly seeking such 

advice.  This material may contain technical or typographical errors. MN8 Energy does not guarantee its accuracy, completeness, or suitability.  MN8 Energy and its affiliates and each of their respective officers, 

directors, employees, representatives, agents, or the like (each an “MN8 Party”) expressly disclaims any and all responsibility and liability for any submitted content, including any express or implied warranty or 

guarantee about the accuracy, copyright compliance, legality, or any other aspect of the submitted content.  IN NO EVENT SHALL AN MN8 PARTY BE LIABLE FOR ANY SPECIAL, INDIRECT OR CONSEQUENTIAL DAMAGES 

RELATING TO THIS MATERIAL, FOR ANY USE OF THIS MATERIAL OR FOR ANY OTHER HYPERLINKED WEBSITE. All such links are provided solely for the convenience of users and do not represent any endorsement, 

advertisement or sponsorship of linked sites or any products or services offered.
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Developers manage many risk vectors with varying impacts and levels of 
controllability
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Development 

Risk

Description Slippage or 

Attrition?

Project Mitigation

Equipment Equipment lead times are very long, 

which can lead to COD delays. 

Lead times for electrical 

components increase with voltage 

class, and vary by technology (e.g., 

BESS is short; turbines are long).

Slippage Developers can place orders for equipment earlier in the 

project development lifecycle to pull forward delivery 

dates. 

Certain suppliers can do so at lower costs by using low-

cost lines of credit for equipment, whereas others must 

use higher-cost corporate equity. 

Interconnection NU and direct assignment facility 

costs can sink project economics, 

while timelines for constructing 

these facilities can lead to COD 

delays.

These risks are exacerbated by 

further bifurcating the queue.

Both Developers do their own analyses to anticipate IX results 

(costs and timelines), but the risk that outcomes change 

remains through LGIA execution, and even beyond that.

Developers can pull in direct facility timelines and manage 

costs by using the Option to Build.

NUs are OMC and require contractual mitigations (e.g., 

leverage a portfolio approach, whereby if one project dies, 

another replaces it). 

Permitting Permitting processes at the local, 

state, or federal levels can all result 

in project attrition or slippage. These 

vary by locality.

Both Developers invest in screening upfront and can reduce 

permitting risks through early engagement with key 

stakeholders, but ultimately the decision is outside of 

management control and can result in delays or project 

attrition.

Construction Construction schedules can result in 

COD delays, particularly given the 

sheer amount of demand today.

Slippage This can be managed to a large degree through company-

level arrangements with and scheduling of EPC firms. 

However, pulling construction schedules forward, 

particularly through earlier LNTP, can be very costly. 

These risks can be 

mitigated to different 

degrees through 

development and 

procurement activity and 

contract terms. The costs of 

these mitigations vary by 

project and supplier. 

Whether or not mitigations 

are “worth it” depends on 

the cost of mitigation, as 

well as any given buyer’s 

preferences and needs 

(willingness-to-pay). 

Specific contractual 

outcomes are the result of 

extensive negotiations, and 

result in the optimal 

outcome for each situation.
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Bilateral contracting under BYONG will enable more efficient risk-
sharing and reduce counterparty risk for PJM

• Structuring a pro forma agreement to accommodate the full range of development risks—which are not symmetric, 

uniformly controllable, or uniformly priced—and buyer preferences risks is not realistic

ꟷ If agreements are too strict, developers will bid in risk premiums to cover expected costs or forgo the procurement

ꟷ If agreements are too lenient, buyers will not get timely capacity that meets their specific needs

• To mitigate the risks of over-procurement and undersupply, PJM will have to take on counterparty risk and/or buyers will 

have to post collateral, while suppliers will be subject to underperformance penalties, both of which will increase costs

• In general, transactions are most efficient when risks are allocated to the party best able to manage them

• Because buyers and suppliers are each managing many risks and have different preferences, bilateral agreements will 

allow for the most efficient risk allocation and contracting outcomes

• There is also risk to mistiming off-take contract execution – the RBP timing will inevitably be “too early” for certain projects, 

driving up their bid prices, and “too late” for others, requiring that they make decisions around material commercial 

commitments before they have off-take in hand
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The Reliability Backstop Procurement should not pre-empt bilateral contracting for new supply
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PJM should address the outstanding issues with BYONG and connect-
and-manage so that buyers can make informed decisions on RBP

• The Board Letter implies that a new large load must elect one of (1) Bring-Your-Own-New-Generation (BYONG), (2) the Reliability Backstop 

Procurement (RBP), or (3) connect-and-manage in order to receive service in PJM

• Many questions remain about the details of BYONG and connect-and-manage. It’s important that PJM and other decision-makers provide 

answers and ensure that these programs are workable so that new large loads (LLs) can make informed decisions about how best to 

proceed.

• We highlight three issues for consideration:
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PJM should define BYONG and connect-and-manage before RBP is finalized to give buyers time to make an informed election; ideally, 

they would also get these programs through FERC in advance of RBP. 

Issue Proposal Significance

Essential versus Non-

Essential Load

States/EDCs should require that new LLs must BYONG for 

“essential” designation. PJM should set load shed allocation 

factors solely on BYONG/non-BYONG designations and rely 

on States/EDCs to manage this “essential” designation.

If States/EDCs allow essential new LLs to 

not BYONG, they risk curtailing LLs that did 

BYONG or other customers first.

Firm Service Level versus 

Guaranteed Load Drop

FSL is preferred; implement by updating load shed 

allocation factors dynamically so that PJM does not ask 

EDCs for more curtailment than is available from non-

BYONG LLs

Under GLD, there is risk that PJM curtails 

BYONG LLs or non-LLs if non-BYONG LLs 

are already operating below max MW.

BYONG MW Obligation LLs “check the box” if they procure new UCAP that matches 

the reliability impact of their desired firm service level based 

on a fixed, class-level ELCC value at a given point in time. 

A one-time showing is aligned with RBP and 

more commercially workable for LLs.
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Observations

RBP Awards will not be made by DP2 

but could be made by DP3

BYONG would only come into effect 

right before DP3

C1 projects will have more info on IX 

results by Nov 2026; ideally, RBP is 

sequenced to consider these projects

BYONG not until after DP1

EIT phasing uncertain, should also be 

considered

White House/Governors principles 

may leave room for sequencing with 

TC2 and C1

Per Board Letter, BYONG is not 

finalized until well after RBP has 

commenced

Q1 Q2 Q3 Q4 Q1 Q2

Transition Cycle 2

Cycle 1

Expedited Interconnection Track

Reliability Backstop 

Procurement 

Connect and Manage (BYONG)

Considerations for Current Schedule
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2026 2027

DP2 LGIA

Model 

Posting

Application 

Close
DP1

Board Letter: “in place by August 2026”

Board Letter

White House/Governors: “commencing 

no later than September 2026”

Board Letter

Board Letter: “[in place by] End of 2026”

DP3P2

P1

P3
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Board Letter: “Time Frame: 10 

months from application”



Q1 Q2 Q3 Q4 Q1 Q2

Transition Cycle 2

Cycle 1

Expedited Interconnection Track

Reliability Backstop 

Procurement 

Connect and Manage (BYONG)

Recommendations

PJM should time RBP Award to 

come after P3 results and before 

DP3

PJM should time RBP Close to 

come after P1 results

EIT phasing uncertain, should also 

be considered

Establish BYONG well in advance 

of RBP Close

Considerations for Current Schedule and Recommendations
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DP2 LGIA

Model 

Posting

Application 

Close
DP1

Board Letter: “in place by August 2026” Board Letter: “Time Frame: 10 

months from application”

Board Letter

White House/Governors: “commencing 

no later than September 2026”

Board Letter

Board Letter: “[in place by] End of 2026”

DP3P2

P1

P3

Proposed date for RBP Close 

(after C1 P1 results) 

Proposed date for RBP Award 

Notice (before TC2 DP3) 

Proposed date for BYONG filing (assuming 60 days 

to approval, ~2 months for LLAs to elect RBP) 
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Having more interconnection information ahead of the RBP will result in higher-quality bids, while having more off-take information 

about BYONG/RBP ahead of Decision Points gives projects more confidence to proceed. However, bilateral contracting will resul t in 

the most optimal sequencing of events around contracting for off-take, and hence, the most efficient outcomes. 

2026 2027



Reliability Backstop Procurement Design Components

# Component Description Considerations

1 Procurement 
Target

Target = Projected shortfall – LLA in load forecast + 
LLA that opts in – non-LLA that opts out

• LLA should be presumed “out” to mitigate overprocurement risk and because it has a BYONG/C&M backstop.
• Non-LLA should be presumed “in” because there is no C&M backstop and there is an incentive for EDCs to underbid.

2 Contract Term Up to 20 years. Consider extra years for resources 
that can come online earlier

PJM should specify how term length and in service year will be scored vis-à-vis price. A single term length may be warranted to 
simplify project selection and make it more transparent. 

3 What is bid by 
suppliers?

Deliverable in service date, MW nameplate, resource 
type, bid price in $/MW UCAP

Suppliers are paid based on their UCAP (they must factor changing ELCCs into their offers and should not be required to maintain a 
set level of UCAP)

4 Interaction with 
RPM

Cleared resources would interact with RPM similarly 
to how it's done with FRRs

5 Price Cap Point A on demand curve The current price cap is well below Net CONE. RBP must be significantly higher than the administratively-determined Net CONE. 

6 Locational Need PJM should perform a forward-looking locational 
assessment and clear RBP to meet locational needs

This should look similar to the current locational reliability assessments done for the BRA (1-in-25; CETO/CETL).

7 How to clear? Least-cost mix to maximize reliability PJM should specify how it will evaluate tradeoffs on in service year, location, and price. 

8 Allocating 
Shortfalls

If short, RBP resources should be allocated first to 
non-LL, with LLs receiving C&M treatment. 

• PJM has not proposed to curtail non-LL. Therefore, if short, LL should not pay for RBP if they will ultimately be curtailed anyway.
• If RBP is short, LL that BYONG should have the option to sell some capacity back to the RBP pool to get to the same net short 

position as the market to avoid disincentivizing bilateral procurements. 

9 Counterparty PJM, with costs passed through to EDCs in proportion 
to their RBP Allocation Factor. 

• It is not logistically feasible to make LSEs (or EDCs) counterparties through the RBP given (1) PJM cannot force LSEs to be 
signatories, (2) in many cases there would need to be multiple off-take agreements per supply offer, which is challenging for 
project financing, and (3) suppliers would struggle to price counterparty risk ex ante not knowing who the off -taker(s) would be.

• RBPAF should not assign responsibility for the current/native shortfall (e.g., use a CP factor). However, it should consider where 
future demand growth is occurring when allocating that portion of the procurement. 

10 Interconnection • Resources must be deliverable
• PJM should leverage existing queue processes 

and not create a new “RBP fast track”

• System upgrade costs should be borne by 
resources and reflected in their offers

• RBP is meant to bring new UCAP to market, which necessitates deliverability. PJM should explore proposals like Eolian’s 
BIGPAL and Exelon’s connect-and-manage as options for resources without broad deliverability to provide reliability value.

• Further bifurcating the queue will (1) divert scarce planning resources at PJM and the TOs away from Cycle 1 and existing 

processes, (2) introduce equity concerns that will impact investability, and (3) exacerbate market power risk by preferencing 
suppliers best able to bear high carrying costs necessary for RBP participation.

• PJM should continue looking for ways to proactively build system upgrades that will support deliverability of future resources.

11 Timing RBP opens in September 2026, closes in early 
December, and issues awards in early January 2027

September commencement aligns with White House/Governors notices, December closing gives Cycle 1 projects time to review 
Phase 1 results before submitting bids, and January awards gives TC2 projects time to consider RBP results before signing GIAs.
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Q&A

Grant Glazer and Zander Bischof

grant.glazer@mn8.com and zander.bischof@mn8.com
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