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FirstEnergy’s Perspective on PJM’s  

Wholesale Electricity Markets: 2022  

Q3 2022 ISSUES  

 
  

This report will be updated on a quarterly basis (December 1, March 1, June 1, and September 1). The 
purpose of this report is to provide an overview of key FERC and PJM initiatives active in each quarter.  

  

Executive Summary  

  

PJM and its stakeholders continue to discuss broad, holistic reforms to PJM’s capacity, energy, and 

ancillary services markets.  The efforts of PJM’s Resource Adequacy Senior Task Force and Quadrennial 

Review resulted in stakeholder proposals coming out of both venues during this reporting period.  In 

further signs of progress, the first of PJM’s delayed Base Residual Auctions was completed in June.  

FERC continues to question PJM’s proposed FTR Credit Requirement revisions, opening a paper 

hearing in the matter.  PJM has also encountered hurdles with reserve market changes, with FERC 

rejecting PJM’s proposed implementation of Intelligent Reserve Deployment and other proposed 

reserve market enhancements still awaiting a ruling.   

  

Capacity Market Issues  

  

2023/2024 Base Residual Auction:  On June 21, 2022, PJM released the results of the 2023/2024 
Base Residual (Capacity) Auction (“BRA”).  Overall, the BRA, held from June 8 to 14, 2022, cleared 
144,870 MW of capacity resources for the June 1, 2023 to May 31, 2024 delivery year, at a total 
cost of $2.2 billion.  When adjusted for changes in Fixed Resource Requirement (“FRR”) elections, 
that total is $1.7 billion less than in previous auctions for 2022/2023 delivery year.  The auction 
cleared resources that provide PJM a 20.3% Installed Reserve Margin of Capacity Performance 
resources, above the 14.8% requirement, including load and resource commitments under FRR.  
The majority of PJM cleared at $34.13/MW-day, a decrease of $15.87/MW-day, or -32% from the 
prior auction results for delivery year 2022/2023 held in May 2021.  The $34.13/MW-day clearing 
price is the lowest since the $27.73/MW-day clearing price for the 2013/2014 delivery year.  The 
next PJM capacity auction for the 2024/2025 delivery year will be held in December 2022.   
 
PJM Capacity Reforms:  On August 24, 2022, FERC issued an order finding that PJM’s existing Offer 
Cap Provisions are unjust and unreasonable.  The Commission found PJM’s proposed replacement 
rate to be just and reasonable.  The replacement rate will remove the Offer Cap Provisions from the 
Tariff, allowing flexibility so that sellers may utilize mutually agreed upon unit-specific offer caps, 
subject to review.  The order is effective as of its issue date and PJM must make a compliance filing 
within 30 days of the date of the order to revise its Tariff.  The Resource Adequacy Senior Task Force 
(“RASTF”) continues to discuss packages designed to address the shortcomings identified in the 
current unit-specific offer cap calculation and allow market sellers to submit a competitive offer that 
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reflects their economic costs of taking on a capacity commitment, as well as provide clarity and 
improvements to the review process.  The RASTF Work is scheduled to continue through 2023.    
 

Quadrennial Review:  PJM’s Tariff requires PJM to review the shape of the Variable Resource 

Requirement (“VRR”) Curve, the calculation of the Cost of New Entry (“CONE”) used in the VRR Curve, 

and the methodology for determining the Net Energy & Ancillary Services (“E&AS”) revenue offset 

used to calculate Net CONE every four years.  Four packages emerged from the Quadrennial Review; 

stakeholder votes are advisory only and the PJM Board of Managers will ultimately make the decision 

on what parameters to propose to FERC.  PJM will submit its FERC filing by October 1, 2022.  Any 

updates to the VRR Curve parameters will apply for planning years 2026/2027 through 2029/2030.   

  

Energy Market Issues  

  

Revised FTR Credit Requirement:  In December 2021, PJM filed proposed FTR credit requirement 

revisions with FERC, seeking to adopt a Historical Simulation – Initial Margin (“HSIM”) model at a 97% 

Confidence Interval (“CI”).  On February 28, 2022, FERC issued an order finding PJM’s proposed use 

of the HSIM model at a 97% CI unsupported by the record, further citing concerns that PJM’s existing 

FTR Credit Requirement is no longer just and reasonable and instituting a 206 proceeding.  PJM 

submitted a new and separate filing on June 3, 2022, outlining additional support for their previously 

proposed FTR Credit Requirement Revisions.  On August 2, 2022, FERC issued an order to accept and 

suspend the proposed Tariff revisions for a nominal period, to become effective August 3, 2022, and 

established a paper hearing to further develop the record to determine whether the proposed 

revisions are just and reasonable.  PJM must respond to the questions for the paper hearing no later 

than October 1, 2022.  Reply comments are due no later than October 31, 2022.  

 

Fuel Cost Policy:  On April 6, 2022, PJM submitted Operating Agreement revisions to: (1) add an 

explicit requirement that Fuel Cost Policies must be verifiable and systematic to PJM’s fuel cost policy 

requirements; and (2) clarify that incorrect cost-based offers caused by the same underlying error will 

be treated as a single penalty, inclusive of all hours associated with the error.  On May 23, 2022, FERC 

issued an order accepting the filing with PJM’s requested effective date of June 7, 2022. 

 

Ancillary Services Market Issues  

 

Reserve Market Enhancements:  On December 22, 2021, FERC partially reversed its May 2020 decision 

on PJM’s proposed reserve market revisions.  FERC affirmed its previous decision directing PJM to 

consolidate its Tier 1 and Tier 2 reserve products, but said it erred in its approval of changes to the 

shape of the RTO’s operating reserve demand curve (“ORDC”).  FERC ordered PJM to maintain its 

currently effective reserve penalty factors of $850/MWh for the synchronized reserve requirement 

and primary reserve requirement and $300/MWh for the extended requirements.  FERC also reversed 

its decision on PJM’s forward-looking energy and ancillary services (“E&AS”) offset.  On July 28, 2022, 

FERC issued an Order addressing issues raised on rehearing of this matter, reaffirming the past 

findings, and providing support for dismissal of the requests.  On August 16, 2022, PJM submitted a 

motion for timely action on the February 22, 2022 compliance filing in response to the Remand Order, 

seeking an October 1, 2022 effective date.  
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Intelligent Reserve Deployment:  On March 4, 2022, PJM submitted revisions to its Tariff and Operating 

Agreement to effectuate PJM’s Intelligent Reserve Deployment (“IRD”) package coming out of the 

Synchronous Reserve Deployment Task Force.  IRD is an additional solution scenario of a real time 

security-constrained economic dispatch case, solved on a five-minute basis with enhanced logic that 

PJM suggests will provide better alignment of prices with system conditions and increase reliability in 

the PJM region when PJM initiates a Synchronized Reserve Event (via approval of the latest solved IRD 

case).  On May 13, 2022, the Commission issued a deficiency notice to PJM; PJM filed their response 

with FERC on June 13, 2022, requesting an effective date of September 1, 2022.  On August 15, 2022, 

FERC issued an order rejecting PJM’s proposed Tariff revisions, finding IRD to be unjust and 

unreasonable because it fails to model actual system conditions, making it likely to result in artificially 

inflated prices and preventing a least cost dispatch solution to address a Synchronized Reserve Event.  

Commissioner Danly dissented. 

 

Emerging Technologies  

PJM’s Order 2222 Compliance Filing:  On February 1, 2022, PJM submitted its compliance filing in 

response to FERC Order 2222, requesting an effective date of February 2, 2026.  On May 18, 2022, 

FERC issued a request for information (“RFI”) to PJM, looking for more details on certain aspects of 

PJM’s Order 2222 compliance filing.  On July 7, 2022, PJM submitted its response(s) to the Commission.  

PJM anticipates dialogue on various issues and implementation efforts will continue with stakeholders 

through the DER and Inverter-Based Resources Subcommittee.     

 

Hybrid Resources:  On March 22, 2022, PJM submitted revisions to its Tariff and Operating Agreement 

(“OA”) to clarify rules for participation of Mixed Technology Facilities (facilities that feature multiple 

and distinct generation technologies behind the same Point of Interconnection).  This proposal seeks 

to eliminate barriers to the participation of these non-traditional resource types and provides a 

mechanism through which these new technologies can provide energy, ancillary services, and 

capacity in the PJM marketplace in a competitive and efficient way.  PJM requested an effective date 

of July 13, 2022 for most aspects of the filing and December 31, 9998 for the energy and ancillary 

services market provisions.  On July 12, 2022, FERC issued an order accepting PJM’s proposed 

revisions to its Tariff and OA effective July 13, 2022.  PJM must make an informational filing updating 

the December 31, 9998 date at least 30 days prior to the desired effective date.     

  

Other 

Credit-Related Information Sharing:  On July 28, 2022, FERC issued a Notice of Proposed Rulemaking 
on credit-related information sharing in organized wholesale electric markets.  The proposal would 
amend FERC’s regulations to require RTOs/ISOs to include provisions in their Open Access 
Transmission Tariffs (“OATT”) that permit them to share market participants’ credit-related 
information with other RTOs/ISOs for the purpose of credit risk management and mitigation.  Initial 
comments are due October 7, 2022, reply comments are due November 7, 2022.    
 
GreenHat Order:  On August 19, 2022, FERC issued two orders approving stipulations and consent 
agreements that effectively resolve the GreenHat litigations.  To resolve the claims, the GreenHat 
Defendants agreed to pay a collective disgorgement to PJM of $1.375 million and consented to entry 
of a judgment in the amount of $179,600,573 in favor of PJM in the Texas Court Lawsuit.  The agreed 
settlement amount is based on ability to pay.  PJM will evaluate the best way to distribute the 



4 
 

disgorgement payment and will provide updates to stakeholders over the next few months. 
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