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Current Method used to Determine
RTO and LDA Net CONE Values
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• Sections 5.10(a)(iv) & (v) of Attachment DD describe current method used to 
determine the Gross CONE, Net EAS offset and the Net CONE for the PJM RTO 
Region and each modeled LDA

• Current approach is illustrated on the following slides 3 thru 8 using the modeled 
LDAs and planning parameters of the 2017/18 BRA
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CONE Area Definitions
of Attachment DD, Section 5.10(a)(iv)
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• A Gross CONE Value is specified for each of 5 
CONE Areas and the PJM Region

• Each zone is assigned to a CONE Area
• The CONE for each LDA is determined based on 

the zones that comprise the LDA
• If an LDA combines zones with differing CONE 

values, the lowest such value is used
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Net EAS For CONE Area
Attachment DD, Section 5.10(a)(v)
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• Net EAS of the PJM Region and each CONE Area is 
determined as annual average net revenues from 
energy market for the reference resource during prior 
three-year calendar period

• For PJM Region Net EAS, the Reference Resource is 
"dispatched" against actual PJM hourly average 
LMPs 

• For Net EAS of each CONE Area, Reference 
Resource is “dispatched” against actual hourly LMPs 
for zone in which Reference Resource was assumed 
to be installed for purposes of CONE estimate (table 
at left shows zones used to determine Net EAS for 
each CONE Area) 
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Application of 5.10(a)(iv) & (v)
in Determination of LDA Net CONE Values
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Application of 5.10(a)(iv) & (v)
in Determination of LDA Net CONE Values (cont.)
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• Using 17/18 BRA LDAs as example, LDA Net 
CONE values are determined based on the CONE 
Area and Net EAS mapping shown to left

• For LDAs that comprise multiple zones, current 
method uses Net EAS based on average hourly 
LMP of a single zone 

• For zonal or sub-zonal LDAs, current method uses 
Net EAS based on average hourly LMP of a single  
zone that may differ from the LDA zone 
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• Table at left shows Net 
CONE values and basis 
for Net CONE values for 
RTO and each LDA 
modeled in the 2017/18 
BRA using current 
methodology of Net 
CONE determination
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Negative Aspects of Current Method 
of Determination of LDA Net CONE Values

www.pjm.com

• Net CONE values of larger LDAs that comprise multiple zones based on a Net EAS 
offset determined using actual hourly LMP of a single zone within that LDA  

• Net CONE values of zonal or sub-zonal LDAs may be based on a Net EAS offset  
determined using actual hourly LMP of a zone that differs from the LDA zone 

• Net CONE of constrained LDAs may be lower than Net CONE of parent LDA 
resulting in down-shift of LDA VRR curve relative to parent VRR curve
– Weakens the capacity market price signals for constrained LDAs by 

offsetting the locational investments signals created by EAS prices
– an over-estimated Net EAS of the constrained LDA can translate to 

disproportionate under-procurement and reliability consequence for 
the constrained LDA 
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Recommended Change to Method 
used to Determine LDA Net CONE Values 

1. Calculate a Net CONE for each zone using the Gross CONE of the CONE 
area  to which the zone is assigned minus the Net EAS of the zone as 
determined by "dispatch" of the Reference Resource against the actual hourly  
LMPs for that zone

2. Set the Net CONE of each zonal and sub-zonal LDA to the applicable zonal 
Net CONE; and set the Net CONE of LDAs that comprise more than one zone 
to the average of the zonal Net CONE values of all zones in the LDA

3. If the Net CONE of an LDA is lower than the Net CONE of the immediately-
higher parent LDA then substitute with the Net CONE of the Parent LDA 
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Recommended method is illustrated on the following slides 10 thru 14 
using the modeled LDAs and planning parameters of the 2017/18 BRA
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Calculate Net CONE for each Zone 
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Calculate Net CONE for each Zone
(cont.) 
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Proposed Method for Determination 
of LDA Net CONE Values
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• Table at left shows Net CONE values 
and basis for Net CONE values for 
RTO and each LDA modeled in the 
2017/18 BRA using proposed method 
of Net CONE determination

• for LDAs that comprise multiple 
zones, the Net CONE is based on 
average Net CONE of all zones within 
the LDA

• for zonal or sub-zonal LDAs, the Net 
CONE is based on Net CONE of that 
zone

• Compare to values and basis for 
values of current method of slide 7
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2017/18 Net CONE Values 
Current Method versus Proposed Method
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Benefits of Proposed Method
versus Current Method 
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• Net CONE values of larger LDAs that comprise multiple zones based on a Net EAS 
determined for all zones within that LDA – more representative of the larger region 

• Net CONE values of zonal or sub-zonal LDAs based on Net EAS determined for 
that zone – more representative of that smaller region

• Substitution of LDA Net CONE with parent Net CONE (when parent Net CONE is 
greater) maintains strong capacity market investment signals in constrained LDA 
and mitigates locational reliability consequences of over-estimating LDA Net EAS
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Other PJM Recommendations related
to Gross CONE/Net EAS Mapping 
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• Eliminate CONE Area 5 and move Dominion Zone into CONE Area 3 for 
purposes of assignment of Gross CONE values

– Under PJM’s proposed change to LDA Net CONE determination method, a Zonal LDA Net 
CONE is based on that Zone's Net EAS (not true under current method); this change 
eliminates the initial justification and need for a separate CONE Area 5. 

– A separate gross CONE estimation for CONE Area 5 is especially unnecessary considering 
the small difference in gross CONE value of CONE Area 5 relative to the other CONE Areas

• Set the PJM Region gross CONE value equal to the average Gross CONE of the 
remaining four CONE Areas

– Current PJM Region gross CONE value is result of settlement; a mechanical approach 
which would allow for automatic update with each quadrennial review is preferred approach
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Current and Updated Gross CONE Values
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PJM Recommendations: PJM Region CONE & Elimination of CONE Area 5
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