2019/2020 RPM Base Residual Auction Planning Period Parameters
Introduction
The planning parameters for the 2019/2020 RPM Base Residual Auction (BRA) that is to be conducted in May of 2016 were posted
on the PJM RPM website on February 1, 2016. This document describes the posted parameters and provides a comparison to the
2018/2019 BRA planning parameters.
PJM RTO Region Reliability Requirement
The PJM RTO forecast peak load, the PJM RTO Region Reliability Requirement and the parameters used to derive the requirement
for the 2019/2020 BRA are shown and compared to the 2018/2019 BRA parameters in Table 1.
The forecast peak load for the PJM RTO for the 2019/2020 Delivery Year is 157,188 MW which is 4,230 MW or about 2.6% below
the forecast peak load of 161,418 MW for the 2018/2019 BRA. The PJM Load Forecast Report of January 2016 describes the peak
load forecast model and provides a comparison to prior peak load forecasts1. The PJM RTO Reliability Requirement for the
2019/2020 Delivery Year is 171,037 MW which is 3,860 MW or about 2.2% below the 2018/2019 BRA value prior to adjustment for
FRR obligation. 2
The Installed Reserve Margin (IRM) and Forecast Pool Requirement (FPR) represent the level of capacity reserves needed to satisfy
the PJM reliability criterion of a Loss of Load Expectation not exceeding one occurrence in ten years. The IRM and FPR represent the
same level of required reserves but are expressed in different terms of capacity value. The IRM expresses the required reserve level in
terms of installed capacity MW (ICAP) as a percent of the forecast peak load, whereas the FPR expresses the required reserve level in
terms of unforced capacity MW (UCAP) as a percent of the forecast peak load. The FPR is equal to (1 + IRM) times (1 - Pool-wide
Average EFORd). The PJM RTO Reliability Requirement expressed in terms of unforced capacity is used as the basis of the target
reserve level to be procured in each RPM BRA and is equal to the forecast RTO peak load, multiplied by the FPR.

1

The January 2016 Load Forecast Report is located at: http://www.pjm.com/~/media/documents/reports/2016-load-report.ashx

2

The total UCAP Obligation of all Fixed Resource Requirement (FRR) Entities is subtracted from the PJM RTO Reliability Requirement, and any applicable
LDA Reliability Requirement, when determining the target reserve levels to be procured in each RPM BRA. The posted 2019/2020 BRA planning parameters
will be updated to reflect the total UCAP Obligation of FRR Entities after FRR Capacity Plans are submitted and reviewed in mid-April 2016
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Table 1 – Reserve Requirement Parameters for 2018/2019 and 2019/2020 BRAs
Reserve Requirement Parameters
Installed Reserve Margin (IRM)
Pool Wide 5-Year Average EFORd
Forecast Pool Requirement (FPR)
Forecast Peak Load (MW)
PJM RTO Reliability Requirement (UCAP MW)
FRR Obligation (UCAP MW)*
PJM RTO Reliability Requirement adjusted for FRR (UCAP MW)

2018/2019 BRA
15.7%
6.35%
1.0835
161,418
174,897
14,289
160,607

2019/2020 BRA
16.5%
6.60%
1.0881
157,188
171,037

*The 2019/2020 BRA PJM RTO Reliability Requirement will be updated to include FRR load in mid-April 2016.

Locational Deliverability Areas
Prior to each BRA, the Capacity Emergency Transfer Objective (CETO) and Capacity Emergency Transfer Limit (CETL) are
calculated for each of twenty-seven potential Locational Deliverability Areas (LDAs) that are defined in Schedule 10.1 of the PJM
Reliability Assurance Agreement.3 Pursuant to Section 5.10 of Attachment DD of the PJM Open Access Transmission Tariff (OATT),
for any Delivery Year, a separate Variable Resource Requirement (VRR) Curve is established for each LDA for which (1) the CETL
is less than 1.15 times its CETO; (2) the LDA had a Locational Price Adder in any one or more of the three immediately preceding
BRAs; and (3) the MAAC, EMAAC and SWMAAC LDAs are modeled in a BRA regardless of the outcome of the CETL/CETO test
or prior BRA results. An LDA not otherwise qualifying under the above three tests may also be modeled if PJM finds that such LDA
is determined to be likely to have a Locational Price Adder based on historic offer price levels or if such LDA is required to achieve
an acceptable level of reliability consistent with the Reliability Principles and Standards.
Based on an application of the above criteria, the LDAs listed in Table 2 will be modeled in the 2019/2020 BRA and are the same
LDAs that were modeled in the 2018/2019 BRA. In RPM Auctions, a Reliability Requirement and a separate Variable Resource
Requirement (VRR) Curve are established for each LDA that is modeled in the BRA and the LDA CETL acts as a maximum limit on
the quantity of capacity that can be imported into the LDA. Table 2 shows the Reliability Requirement and the CETL for each LDA
being modeled in the 2019/2020 BRA. For comparison purposes, the LDA Reliability Requirement and CETL values used in the
2018/2019 BRA are also shown in Table 2.
3

CETO and CETL values were calculated for each of the twenty-seven potential LDAs defined in Schedule 10.1 of the PJM RAA and these values are shown on
the detailed planning parameters spreadsheet posted on the PJM RPM website.
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As shown in Table 2, LDA reliability requirements for the 2019/2020 BRA are lower than those of the 2018/2019 BRA with the
exception of the PPL LDA. Changes in LDA reliability requirement are primarily driven by changes in the forecast peak load of the
LDA and changes in the availability rate of capacity resources located in the LDA. The reliability requirement of an LDA will
decrease for a decrease in the forecast peak load of the LDA and an increase in the availability rate of capacity resources located in the
LDA. The generally lower LDA reliability requirements for the 2019/2020 BRA relative to those of the 2018/2019 BRA are primarily
due to lower forecast peak load levels for 2019/2020. The increase in reliability requirement for the PPL LDA is due to an increase in
the restricted winter peak load of this winter-peaking zone.
Year-over-year changes in the CETL of an LDA are primarily driven by the addition or removal of transmission facilities, the
magnitude and location of generation deactivations and generation additions, and changes in load distribution profile within the LDA.
LDA CETL values for the 2019/2020 BRA vary significantly in some cases from those of the 2018/2019 BRA in both the upward and
downward direction but, in general, the magnitude of the changes lie within the year-to-year changes historically experienced.
Changes in the CETL values for the larger regional LDAs (MAAC, EMAAC and SWMAAC) lie within the year-to-year changes
historically experienced; the MAAC CETL is 498 MW lower for 2019/2020, a 6% reduction from 2018/2019 BRA CETL, the
EMAAC CETL is 481 MW higher for the 2019/2020 BRA, a 6% increase from the 2018/2019 BRA CETL, and the SWMAAC
CETL is 488 MW lower for the 2019/2020 BRA, a 5% decrease below the 2018/2019 BRA CETL. The PPL LDA CETL is 1,630
MW higher for the 2019/2020 BRA, the largest change from the 2018/2019 BRA CETL in both magnitude and percentage. This
increase is primarily driven by the addition of a new 230/138 kV Wescosville transformer in parallel with the existing 230/138kV
Wescosville transformer, which was the facility that limited additional imports in the PPL LDA in last year’s CETL analysis.
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Table 2 – LDA Reliability Requirements and Capacity Import Limits for 2018/2019 and 2019/2020 BRAs

Variable Resource Requirement Curves
A Variable Resource Requirement (VRR) curve is established for the RTO and for each LDA modeled in the BRA. The VRR curve is
a downward-sloping demand curve used in the clearing of the BRA that defines the price for a given level of capacity resource
commitment relative to the applicable reliability requirement. The VRR curves for the PJM Region and each LDA are based on a
target level of capacity and the Net Cost of New Entry (Net CONE).
Target Level of Capacity
In the development of the VRR curve, the target level of capacity to be procured for the PJM RTO Region is the PJM RTO Region
Reliability Requirement, and the target level of capacity for each LDA is the LDA Reliability Requirement.
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Net Cost of New Entry (CONE)
The Net CONE (in UCAP terms) is used in the development of the RTO VRR Curve and the VRR Curve for each modeled LDA.
Table 3 shows the Net CONE values, and the components used to determine the Net CONE, for the PJM RTO and each LDA to be
modeled in the 2019/2020 BRA. For comparison purposes, the CONE values used in the 2018/2019 BRA are also shown in Table 3.
The Net CONE for the RTO and each LDA is equal to the gross CONE applicable to the RTO and each LDA minus the applicable net
energy and ancillary services (E&AS) revenue offset. The gross CONE values for the 2019/2020 BRA are based on the gross CONE
values used in the 2018/2019 BRA adjusted by the year-over-year change in the Bureau of Labor Statistics (BLS) Composite Index4.
The Net E&AS revenue offset is the annual average of the revenues that would have been received by the reference combustion
turbine over a period of the three most recent calendar years. The 2019/2020 net E&AS values are based on LMPs from calendar years
2013 through 2015 whereas the 2018/2019 values were based on LMPs from calendar years 2012 through 2014.
Table 3 – Net CONE for PJM RTO and LDAs for 2018/2019 and 2019/2020 BRAs

4

The BLS Composite Index is described in section 3.3.1 of PJM Manual 18: PJM Capacity Market.
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Base Capacity Demand Resource Constraints and Base Capacity Resource Constraints
A Base Capacity Demand Resource Constraint and a Base Capacity Resource Constraint are established for the RTO and each
modeled LDA. The Base Capacity Demand Resource Constraint represents the maximum quantity of Base Capacity DR and Base
Capacity EE that may be procured in the BRA and the Base Capacity Resource Constraint represents the maximum quantity of the
sum of Base Capacity DR and EE, and generation resources that clear as Base Capacity that may be procured in the BRA. The Base
Capacity Demand Resource Constraints and the Base Capacity Resource Constraints are determined for each RPM Auction using the
procedures and formulae described in sections 2.2B and 2.2F of Attachment DD of the PJM OATT and further detailed in section 6 of
PJM Manual 20: PJM Resource Adequacy Analysis.
Tables 4a and 4b show the Base Capacity Demand Resource Constraint and the Base Capacity Resource Constraint, respectively, for
the RTO and each modeled LDA for the 2019/2020 BRA and 2018/2019 BRA. The constraint values are expressed as a percentage of
the forecast peak load of the RTO or LDA. In the case of the Base Capacity Demand Resource Constraint, this percentage is
multiplied by the forecasted peak load of the PJM RTO and each LDA and multiplied by the Forecast Pool Requirement to determine
the value of the constraint in UCAP MW for use in the clearing of the auction. In the case of the Base Capacity Resource Constraint,
the percentage is multiplied by the forecasted peak load of the PJM RTO and each LDA and multiplied by (1.0 – Pool-Wide Average
EFORd) to determine the value of the constraint in UCAP MW for use in the clearing of the auction. For purposes of providing a more
direct comparison, the constraint values shown in Tables 4a and 4b for the 2018/2019 BRA are based on RTO and LDA peak load
values prior to adjustment for FRR load.
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Table 4a – Base Capacity Demand Resource Constraints for 2018/2019 and 2019/2020 BRAs

Table 4b – Base Capacity Resource Constraints for 2018/2019 and 2019/2020 BRAs
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Capacity Import Limits
Effective with the 2017/2018 BRA, PJM implemented limits that recognize the amount of capacity from external resources that PJM
can reliably import into the PJM Region. For each BRA, a simultaneous PJM Region Capacity Import Limit and non-simultaneous
Capacity Import Limits for five external source-zones are determined and posted with the BRA planning parameters. The CIL used in
the auction is determined in a manner that ensures that the sum of the granted CIL exceptions plus the CIL used in the auction does
not exceed either the reserved, firm Network External Designated (NED) transmission service minus the Capacity Benefit Margin
(CBM), or the First Contingency Total Transfer Capability (FCTTC) minus the CBM.5 As a result, for the 2019/2020 BRA and
consistent with the 2018/2019 BRA, no imports will be cleared in the BRA other than those for which a CIL exception is granted
because the simultaneous PJM Region import limit is zero. As of 2/1/16, granted CIL exceptions totaled 4,977 MW. Because CIL
exceptions can continue to be granted up until the BRA, PJM will post the final quantity of granted CIL exceptions prior to the
opening of the auction window.
Table 5 – Capacity Import Limits for 2019/2020 BRA

5

The posted 2019/2020 planning parameters contain additional information and detail on the CIL determination.
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Summary


The forecast peak load for the PJM RTO for the 2019/2020 Delivery Year is 157,188 MW which is 4,230 MW or about 2.6%
below the forecast peak load of 161,418 MW for the 2018/2019 BRA.



The PJM RTO Reliability Requirement for the 2019/2020 Delivery Year is 171,037 MW which is 3,860 MW or about 2.2%
below the 2018/2019 BRA value prior to adjustment for FRR obligation.



As described in the PJM Load Forecast Report of January 2016, PJM has significantly revised several aspects of its load
forecast model since the 2015 report including the introduction of variables that account for energy efficiency measures. With
energy efficiency now explicitly reflected in the peak load forecast, the Reliability Requirement of the RTO and each affected
LDA will be increased by the total UCAP value of all EE Resources for which PJM accepts an Measurement and Verification
Plan for the BRA. PJM will post updated planning parameters to reflect these quantities prior to the opening of the auction
window.



The MAAC, EMAAC, SWMAAC, PS, PSNORTH, PEPCO, DPLSOUTH, ATSI, Cleveland, ComEd, BGE and PPL LDAs
will be modeled in the 2019/2020 BRA. These are the same LDAs that were modeled in the 2017/2018 and 2018/2019 BRAs.



LDA Reliability Requirements for the 2019/2020 BRA are lower than those of the 2018/2019 BRA primarily due to lower
forecast peak load levels for 2019/2020 with the exception of the PPL LDA. The increase in reliability requirement for the
PPL LDA is due to an increase in the restricted winter peak load of this winter-peaking zone.



For the 2019/2020 BRA, similar to 2018/2019 BRA, no imports will be cleared in the BRA other than those for which a CIL
exception is granted because the simultaneous import limit is zero. As of 2/1/16, granted CIL exceptions totaled 4,977 MW,
however, CIL exceptions can continue to be granted up until the BRA and PJM will post the final quantity of granted CIL
exceptions prior to the opening of the auction window.
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