UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

PJM Interconnection, L.L.C. ) Docket No. ER22-429-000

COMMENTS OF THE INDEPENDENT MARKET MONITOR FOR PIJM

Pursuant to Rule 211 of the Commission’s Rules and Regulations,’ Monitoring
Analytics, LLC, acting in its capacity as the Independent Market Monitor (“Market
Monitor”) for PJM Interconnection, L.L.C. (“PJM”),? submits these comments in support of
the filing submitted by PJM Interconnection, L.L.C. (“PJM”) on November 18, 2021
(“November 18t Filing”).

The November 18t Filing proposes revisions to the definitions of Incremental
Energy Offer and No Load Cost in the PJM Market Rules. The revised definitions specify
the components of cost allowable in energy market offers. The revised definitions were
jointly developed by PJM and the Market Monitor to clarify and improve the tariff
provisions defining the components of offers and the associated rules in the Cost
Development Guidelines (“Manual 15”).

The proposed revisions are consistent with the Market Monitor’s longstanding
recommendation to define the components of cost-based offers, and the correct calculation

of cost-based offers, in the Operating Agreement.

1 18 CFR § 385.211 (2021).

2 Capitalized terms used herein and not otherwise defined have the meaning used in the PJM Open
Access Transmission Tariff (“OATT”), the PJM Operating Agreement (“OA”) or the PJM Reliability
Assurance Agreement (“RAA”).



The prior definition of Incremental Energy Offer could be read, incorrectly, to state
that all incremental offer curves must start at the economic minimum MW, and that block
loaded units had to remove no load heat from the incremental offer. However, all correctly
defined incremental offer curves begin at the vertical axis or zero MW. Figure 1 shows an
incremental offer curve calculated correctly starting at zero MW compared to an
incremental offer curve starting at 60 MW.3
Figure 1. Incremental Offer Curves.

40
35 A

10 - ——Correct Curve

5 ——Incorrect Curve

0 T T T T

0 20 40 60 80 100
MW

Block loaded units by definition do not have a dispatchable range, they operate at a
single MW point. Block loaded units only require two offer parts, an incremental energy
offer that includes the total cost of operating the unit at the single MW point and a start
cost. Block loaded units do not require no load costs. The incremental energy offer should

be based on the total heat needed to operate the unit at the single MW point divided by the

3 In PJM, sloped offers submitted with a first MW segment that begins above zero MW are assumed
to be constant from zero MW to the first MW segment.



MW point. Therefore, no load costs do not need to be removed from the incremental offer
of block loaded units.

The prior definition of No Load Cost could be read, incorrectly, to state that the no
load cost was a value that could be adjusted in order to create a monotonically increasing
incremental curve. However, the no load cost is correctly calculated based on the heat input
at the vertical axis, or zero MW, and it does not need to be adjusted.

Both prior definitions in combination with unclear or incorrect formulas in Manual
15 have led to incorrect calculations of cost-based energy offers and associated Schedule 2
penalties.*

The proposed revisions in combination with clear, straightforward formulas in
Manual 15, will provide market sellers with the tools to correctly calculate energy market
cost-based offers.

The November 18t Filing should be approved.

The Market Monitor respectfully requests that the Commission afford due

consideration to these comments as it resolves the issues raised in this proceeding.

Respectfully submitted,
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Joseph E. Bowring Jeffrey W. Mayes
Independent Market Monitor for PJM
President General Counsel
Monitoring Analytics, LLC Monitoring Analytics, LLC
2621 Van Buren Avenue, Suite 160 2621 Van Buren Avenue, Suite 160
Eagleville, Pennsylvania 19403 Eagleville, Pennsylvania 19403
(610) 271-8051 (610) 271-8053
joseph.bowring@monitoringanalytics.com jeffrey.mayes@monitoringanalytics.com

4 OA Schedule 2, Section 6.
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Dated: December 9, 2021



CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document upon each

person designated on the official service list compiled by the Secretary in this proceeding.
Dated at Eagleville, Pennsylvania,

this 9% day of December, 2021.
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