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PJM Position

• PJM is opposed to the implementation of Spread 
Bids
– Facilitates market power by forcing price spreads and 

creating artificial congestion DA
– Facilitates circumvention of offer cap rules
– Shifts risk in the form of higher prices and congestion 

costs DA
– Facilitates manipulation of the FTR market
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Using Spread Bids to Manipulate FTR Payouts
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Using Spread Bids to Manipulate FTR Payouts

20 MW GEN
$10/MW

200 MW

180 MW 
GEN
$5/MW

100 MW 
GEN
$40/MW

200 MW FTR

204.8 MW of load

LMP at A = $5
LMP at B = $40
LMP at C = $36.20

20 MW

AINC 20 MW

180 MW
FTR = ($40-5)*200 = $7000
INC = $5 * 20 - $10 * 20 = -$100
DEC = -$36.20 * 20 + $10 * 20 = -$524
Net = $6,376
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DEC 20 MWC
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Using Spread Bids to Avoid Offer Capping

$105/MW system price 

Transmission Constraint

$150/MW Gen Unit
100 MW of output
On Constrained Side

Without Financial:
GEN owner revenue = 
DA $150 (capped) * 100 MW = $15,000

A

B

$200 Spread

1 MW INC

1 MW DEC

Gen owner puts in $200 Spread Bid: INC 
on unconstrained side (A)  where it helps 
lower overall system cost and DEC 
where local generation can meet change 
(B).  For system to take the INC help, 
must accommodate $200 Spread Bid.

DA:  $300 x 101 MW - $300 x 1 MW + $100 x 1MW
RT:                             +$150 x 1 MW - $105 x 1MW
NET: $300 x 101 MW -$150 x 1 MW – $5 x 1 MW  = $30,455

System price with Spread accepted = $100/MW

Local price of $300/MW with 
Spread accepted
$150 MW Gen Unit produces
101 MW

DEC INC
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