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E&AS Offset Preliminary Recommendations 

• Maintain Peak-Hour Dispatch methodology for determination of Net EAS revenues 

for reference resource CT with following updates:   

– Update Reference Resource characteristics and costs 

– Include a 10% cost adder in dispatch cost  

– Update natural gas pricing hubs for 6 zones 

• Determine annual Net EAS revenue of reference resource as the sum of the 

median monthly values of each month of prior three year calendar period versus 

current use of sum of the average monthly values  

• Determine Net CONE of multi-zone LDAs as the median zonal Net CONE 

calculated for the zones in the LDA versus current use of average zonal Net CONE 

• Determine the RTO Net CONE using the median zonal Net EAS calculated for all 

PJM zones versus current use of peak-hour dispatch of reference resource CT 

using PJM RTO LMPs and blend of RTO-wide gas price indices 
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Maintain Peak-Hour Dispatch Method 

 for Reference Resource CT with Minor Updates  

• The Peak-Hour Dispatch Method used to estimate Net EAS revenues for the 

reference CT and CC was validated by comparison to the actual Net EAS 

revenues of representative units (Brattle Report section II.B.) 

– Comparison was limited to CCs due to lack of representative CTs 

• The Peak-Hour Dispatch method was found to provide estimates that are 

reasonably consistent with the representative units’ actual net energy revenues  

• Estimated values fall within the range of the representative units’ actual net 

energy revenues with results found to vary by region and with estimated values 

tending to be slightly higher than actual net energy revenues on average 

• PJM recommends maintaining the Peak-Hour Dispatch method as currently 

defined to estimate the Net EAS offset of the Reference CT with the updates 

listed on following slides 
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Maintain Peak-Hour Dispatch Method 

 for Reference Resource CT with Minor Updates (cont.)  

• Update unit characteristics to reflect the GE Frame Model 7HA.02 CT  

 

 

 

 

• Include a 10% cost adder in the dispatch cost offer of the reference resource 

– 10% adder is not included in current peak-hour dispatch model contributing to observed  

higher estimated net energy revenues relative to actual representative units 
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Maintain Peak-Hour Dispatch Method 

 for Reference Resource CT with Minor Updates (cont.)  

• Update natural gas pricing hubs for the 6 zones indicated below 

 

 

 

 

 

 

 

 

• See Appendix section for zonal mapping of gas price hubs for all zones   
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Zone Current Hub Recommended Hub 

APS Columbia-APP/TCO Pool Dominion-South 

DUQ Columbia-APP/TCO Pool Dominion-South 

PENELEC Dominion-North Transco-Leidy Line 

PEPCO Transco-Z6 (non-NY) Transco-Z5 Dlv 

PPL TETCO M3 Transco-Leidy Line 

PSEG Transco-Z6 (NY) Blend Z6 (NY/non-NY) 
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3-year Monthly Median versus 3-year Monthly Average  

• Currently, the expected annual Net EAS of the reference resource is determined 

as the average annual Net EAS of the three most recent calendar years 

– Equivalent to the sum of the average monthly Net EAS values determined for each 

month over the three prior calendar year periods 

• Use of the average monthly Net EAS values yields an annual Net EAS value that 

can be disproportionately affected by the Net EAS of a single month having a 

value that is significantly lower or higher than other values for that month; 

whereas, use of the median monthly Net EAS mitigates this affect 

– Absent extreme high or low values, the average and median will tend to converge 

• PJM recommends use of the median monthly Net EAS value as opposed to the 

average monthly Net EAS value in order to provide an annual Net EAS estimate 

that better represents an expected annual Net EAS under normal conditions   
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3-year Monthly Median versus 3-year Monthly Average (cont.)  
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3-year Monthly Median versus 3-year Monthly Average (cont.)  
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3-year Monthly Median versus 3-year Monthly Average (cont.)  
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3-year Monthly Median versus 3-year Monthly Average (cont.)  
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Determination of Net CONE for Multi-Zone LDAs 

• Current method determines the Net CONE of a multi-zone LDA as the average of 

the Net CONE values determined for each zone in the LDA 

• Use of the average of the zonal Net CONE values yields an LDA Net CONE value 

that can be disproportionately affected by the Net CONE of a single zone having a 

value that is significantly lower or higher than the other zonal values; whereas, 

use of the median zonal Net CONE mitigates this affect 

• PJM recommends change to use the median versus the average in order to 

provide a Net CONE that better represents the entire LDA  

• There are currently three multi-zone LDAs (EMAAC, MAAC & SWMAAC)   

• SWMAAC LDA is unaffected by this change as it contains only 2 zones 

• The impact of this proposed change on the MAAC and EMAAC Net CONE values 

of the past four BRAs is shown on next two slides 
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Net CONE of Multi-Zone LDAs (cont.) 

 MAAC LDA Example 
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The Net CONE of the Penelec Zone has 

been significantly lower than of the other 

zones in the LDA disproportionately 

impacting the average Net CONE. 

 

Use of the median zonal Net CONE 

mitigates the impact of a single zone 

having a Net CONE that differs 

significantly from the other zones 

providing an LDA Net CONE that better 

represents the Net CONE associated with 

the entire LDA. 
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Net CONE of Multi-Zone LDAs (cont.) 

 EMAAC LDA Example 
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For the EMAAC LDA, the zonal Net CONE 

values are more tightly grouped than 

those of MAAC therefore the median 

zonal Net CONE does not differ 

significantly from the average zonal Net 

CONE. 

 

Absent extreme low or high values, the 

median and average will converge 

 

The median zonal Net CONE will provide 

an LDA Net CONE that better represents 

the entire LDA in the case where the Net 

CONE of a single zone deviates 

significantly from the other zones 
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Determination of Net CONE of RTO Region 

• The RTO Net CONE is currently calculated as the average gross CONE (of 

the 4 CONE Regions) minus a Net EAS offset that is determined by a Peak-

Hour Dispatch of the reference resource against the hourly RTO LMP at a 

fuel price based on a blend of gas pricing points throughout the RTO resulting 

in: 

– Electricity and gas prices that are likely not consistent with one another, and   

– Electricity prices against which no actual resource would be dispatched using fuel price 

point that no actual resource would see  

 

• PJM recommends change to instead determine the RTO Net EAS offset as 

the median zonal Net EAS calculated for all PJM zones 

www.pjm.com 

http://www.pjm.com/
http://www.pjm.com/
http://www.pjm.com/


PJM©2018 

Appendix 

www.pjm.com 

http://www.pjm.com/
http://www.pjm.com/


PJM©2018 16 

Recommended Updates to Gas Pricing Point assigned to PJM Zones 
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