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Energy Group Releases Comprehensive Study on Benefits of Reliability Pricing Model 

- Study by noted energy market expert Robert Stoddard
King of Prussia, PA – Challenges to PJM Interconnection’s new capacity market are premature and creating investment risk that puts the program at risk, concludes an analysis by noted energy market expert Robert Stoddard of CRA International (www.crai.com). The comprehensive review of the PJM’s Reliability Pricing Model (RPM) was prepared on behalf of P3, the PJM Power Providers Group.   

The analysis, “Reliability at Stake: PJM’s Reliability Pricing Model,” reaches several important conclusions, including: 

· RPM auctions have worked as expected and intended;

· RPM is accurately reflecting the need for new capacity;

· RPM has attracted new capacity and resulted in retention of older capacity that would otherwise have not been available;

· The PJM capacity requirement is fulfilling its role in preserving reliability in accordance with official standards;

· RPM auction results accurately reflect supply and demand conditions; and

· RPM creates the correct economic incentives for new resources — including demand response — to meet PJM’s reliability needs.

“The RPM design has been in place for less than a year and there is substantial evidence to believe it is working reasonably well and can, with modest improvements, work even better,” Stoddard said.  “If this system is given the proper opportunity, it can potentially save consumers a great deal.”

“This study addresses and rebuts several misconceptions about RPM,” said P3 President Glen Thomas.  “Capacity markets are a necessary component of a healthy marketplace, and as this study demonstrates, the benefits to consumers can be significant if RPM is allowed to work as designed.” 

For more information or a copy of the report, go to: www.p3powergroup.com.

###

P3 is a non-profit organization that supports the development of properly designed and well functioning markets in the PJM region.  Combined, P3 members own nearly 74,000 megawatts of power and over 51,000 miles of transmission lines in the PJM region, serving nearly 12.2 million customers.

