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Agenda

Provide education on the following topics:
a. Current Tariff, Operating Agreement and Manual requirements 
regarding the development and use of Net CONE
b. Examples of current local considerations, such as state or local 
policy and regulations, that may need to be accounted for when 
developing Net CONE
c. How other ISOs/RTOs who have capacity markets account for 
local considerations.
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Manual 18

3.3.1 Cost of New Entry
3.3.3 Net Cost of New Entry
3.4 Plotting the VRR Curve
4.8.3 Auction Credit Rate
4.8.4 Price Responsive Demand
5.3 RPM Auction Parameters
5.4.3 New Entry Pricing Adjustment
5.4.8.3 Unit Specific Exception Process for MOPR Floor Offer Prices
5.4.8.4A Default New Entry MOPR Floor Offer Price
8.4A Non-Performance Assessment
9.1.9 Non-Performance Charge/Bonus Performance Credit
11.1.3 Participation in the FRR Alternative
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Tariff

• Attachment DD, Reliability Pricing Model
– 5.10 – Auction Clearing Requirements
– 5.12 – Conduct of RPM Auctions
– 5.14 – Clearing Prices and Charges
– 6.5 – Mitigation
– 6.8 – Avoidable Cost Definition
– 10A – Charges for Non-Performance and Credits for Performance

• Schedule 6A – Black Start Service
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Base Residual Auction (Planning) Parameters
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Gross CONE

• Cost of New Entry (CONE) – Levelized annual cost in ICAP $/MW-Day of a 
reference combustion turbine to be built in a specific location
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Net E&AS

• Net Energy & Ancillary Services (E&AS) Offset – is used to offset the 
value of Cost of New Entry (CONE) to determine the net value of CONE. This 
value is calculated using the historical averages of energy revenue data for a 
reference combustion turbine and an assumed value for ancillary services 
revenues as set forth in OATT.
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Net CONE

• The Net Cost of New Entry (Net CONE) for the PJM Region is the gross Cost 
of New Entry for the PJM Region minus the Net E&AS Revenue Offset for the 
PJM Region.

• PJM shall determine the Net Cost of New Entry for each Zone that comprises 
the modeled LDA. The Net Cost of New Entry for a Zone is the applicable 
gross Cost of Net Entry value for such Zone minus the Net E&AS Revenue 
Offset for such Zone. The Net Cost of New Entry for the Zone is used for a 
sub-zonal LDA. The Net Cost of New Entry for a modeled LDA shall be the 
average of the Net CONE values of all zones within the modeled LDA.
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Variable Resource Requirement Curve

• Variable Resource Requirement Curve (VRR) – defines the maximum price 
for a given level of Capacity Resource commitment relative to the applicable 
reliability requirement. VRR Curves are defined for the PJM Region and each 
of the constrained LDAs within the PJM region.
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Use of Net CONE to Set VRR Curve
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Impact of Reference Technology (Net CONE) on VRR Curve
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Impact of Net CONE on Reliability



PJM©202313www.pjm.com | Public

Related Information

• NYISO 17-yr period proposal
• Dominion CONE Area
• Reference Resource Technical Specifications
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NYISO Proposal to Implement 17-yr Amortization Period

• NYISO proposed 17-yr period
– New York’s Climate Leadership and Community Protection Act (CLCPA) requires 

electricity demand to be served by 100% zero-emission resources by January 1, 2040
• FERC rejects as “speculative”

– CLCPA’s compliance criteria not final, could be modified 
• DC Circuit Court vacates FERC Order and remands

– FERC did not provide adequate justification of “speculative” finding
• FERC affirms previous decision

– Commission precedent requires that demand curve resets take into account currently 
effective laws and regulations and “avoid speculating” about laws and regulations in the 
future
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Dominion case

• 2009 – Dominion moved out of CONE Area 3
– Differences in expected energy revenues

• 2014 –Dominion moved back into CONE Area 3
– Dominion was never a modeled LDA, so its CONE estimate was 

never used for determining a locational VRR curve
– Tariff was also changed to use E&AS Revenue Offset from each 

Zone to determine Net CONE



PJM©202316www.pjm.com | Public

Reference Resource Technical Specifications

• 2011
– Did not include NOx control (SCR) in CONE Area 5

• 2014
– Did not include Dual Fuel in CONE Area 3
– Included Firm Gas contract only in CONE Area 2 for CC
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