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Bigger market is a better market
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FERC's Fifteen Proposed Principles
A capacity reservation tariff might have terms and conditions very much like those for point-to-

point service in the Final Rule tariff. These would need to be modified to accommodate former 
network service customers. It is premature to specify detailed terms and conditions of capacity 
reservation service in advance of the comments and technical conference. However, we propose 
certain general capacity reservation tariff principles for comment.

1. Purpose of reservation service
S�T

2. Basic service concept
All firm transmission service would be reserved, and all reserved service would be firm
service. Reservations of transmission capacity should permit the customer to receive up to a 

specific amount of power into the grid at specified [Points of Receipt] and to deliver up to a specific 
amount of power from the grid at specified [Points Of Delivery], on a firm basis. Individual PORs 
and PODs need not be "paired" with each other. The customer's capacity reservation would be the 
higher of either (1) the sum of the reservations at all PORs or (2) the sum of the reservations at all 
PODs. All nominations for a capacity reservation would be evaluated using the same standard; for 
example, the utility could apply a feasibility criterion that states that the grid must be able to 
accommodate the scheduled use of all capacity reservations simultaneously.
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Locational Marginal Pricing (Nodal 
Pricing)

• Spot market with flow-based pricing at 
individual transmission buses (nodes), 
based on actual power system security 
constraints.

• Implemented via security-constrained 
economic dispatch (Real-Time) and 
security-constrained unit commitment 
(Day-Ahead).

Cost of
Marginal

Losses

System 
Energy 

Price

Transmission
Congestion

Cost=
LMP Timeline
1998: Used in Real-Time Energy 
Market

2000: Implemented Day-Ahead 
Energy Market
2012: Shortage Pricing

LMP: A method to 
price energy 
purchases and sales
− Generators get paid at 

generation bus LMP
− Loads pay at load bus 

LMP
− Transactions pay 

differential between 
source and sink LMP
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Point-To-Point Transmission Service
Point-to-Point Transmission Service is the use of transmission facilities for the 
transmission of  capacity and energy between a Point of Receipt (POR) and a Point 
of Delivery (POD).
In the PJM Open Access Transmission Tariff, Firm and Non-Firm Point-to-Point 
transmission service are offered for terms of various durations. Point-to-Point 
transmission service can be used for the transmission of capacity and/or energy 
into, out of, through or within the PJM RTO.

PJM Manual 2: Transmission Service Request

1.10.7 Bilateral Transactions.
Bilateral transactions as to which the parties have notified the Office of the 
Interconnection by the deadline specified in Section 1.10.1A that they elect not to be 
included in the Day-ahead Energy Market and that they are not willing to incur 
transmission Congestion Charges in the Real-time Energy Market shall be curtailed by the 
Office of the Interconnection as necessary to reduce or alleviate transmission congestion. 
Bilateral transactions that were not included in the Day-ahead Energy Market and that 
are willing to incur congestion charges and bilateral transactions that were accepted in 
the Day-ahead Energy Market shall continue to be implemented during periods of 
congestion, except as may be necessary to respond to Emergencies.
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Incremental Market Development
PJM’s markets have developed in an evolutionary fashion, rather than a “big bang” – a 
deliberate risk management strategy.
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Coupled with Ongoing Geographic 
Expansion
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