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Public Service Enterprise Group Inc. (PSEG) 

 PSEG is a publicly traded, diversified energy company with annual revenues 
of more than $11 billion 
 

• New Jersey’s oldest and largest regulated electric and gas delivery utility, 
providing service to 2.2 million electric customers and 1.8 million gas customers  
 

• Transmission owner in the PJM region 
 

• One of the largest competitive power producers in the U.S., with a portfolio that 
includes approximately 13,000 megawatts of generating capacity 
 

• Portfolio of both utility and non-utility solar investments 
 

 For the past two years, PSEG has been named to the Dow Jones 
Sustainability Index (DJSI – World Index) and Carbon Disclosure 
Leadership Index (CDLI) 
 

 PSE&G named America’s Most Reliable Electric Utility for the 5th time in 
eight years and winner of regional award for the 11th straight year 
 

 Reflecting our strong history of environmental leadership, PSEG has 
pursued a low-carbon business strategy for over 15 years 
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Reliability Pricing Model (RPM) 

 Implemented in 2007 as the mechanism to attract and retain 
capacity needed to ensure the continued reliability of the 
regional power grid at the lowest possible cost 

 
 The RPM model has worked well 

• Resource adequacy maintained at price below cost of new 
entry 

• Maintained adequate reserve levels 
• Adapted well to evolving challenges and diverse mix of 

market participants and resources 
 

 Lessons learned and continued efforts to improve 
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Experience in PJM:     
What has Worked Well and What Needs to be Improved 

 
 

WORKING WELL 
 
 Forward looking  
 Locational design 
 Seller-side market power 

mitigation 
 Flexibility to attract diverse 

and evolving capacity 
resource mix 

 Interaction between PJM 
and IMM 

 Back-stop mechanism 
 

 
IMPROVEMENTS UNDER 

CONSIDERATION 
 
 Buyer side market power 

mitigation  
 Duration of payment 
 Hold back for DR 
 Rules for participation of DR 
 Coordination with transmission 

planning 
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Buyer Side Market Power: 
Minimum Offer Price 

 MOPR modified by FERC in 2011  
• Removed state reliability exception 
• Added unit specific cost based exception process 
• FERC Order appealed by diverse stakeholder groups 

 
 Revised MOPR applied in May 2012 auction  

• Three of four state subsidized units cleared based on unit specific 
exception process 

• Significant  dissatisfaction with how new rules worked 
• Lack of transparency 
• Apparent ease in which applicant could reduce unit specific bid  

 
 Diverse Stakeholder Group Proposal to modify MOPR 

• Significant revisions including 
• Elimination of unit specific bid exception 
• Creation of two categories of exemptions – Self supply and competitive entry 
• All others must clear auctions for three separate delivery years at  100% net 

cone 
• Specific Reliability Exemption – Reduces duration to one year 

• Presented to Stakeholders – 89.4% voted in favor 
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Other Improvements Under Consideration 

 Demand Response 
• Hold Back 
• Product Comparability 

 Availability, physical commitment, reporting, auditing, penalties for 
non-performance 

 
 Duration 

• Should the one year duration be extended for some portion? 
• Generation development 
• Cash flow certainty  
• Price discovery  

• Currently evaluating several multi-year pricing mechanisms and 
the challenges, including credit, volatility, interaction with base 
auction 

•  PJM Target: May 31, 2013 FERC filing  
 

 
 Coordination with Transmission Planning 
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Looking Forward 

 RPM will continue to play important role in PJM market  
 
 Regulatory certainty vs. continued improvement can be 

balanced, like so many other elements of our industry, RPM 
will and should continue to evolve and improve 
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Appendix 



RPM’s Impact to Date 
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RPM Auction - Generation 

Of the 8,207 MW 
increase in capacity 
resources, new 
generation accounted 
for 4,898 MW, comprised 
of merchant and state 
subsidized.  
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RPM Auction – Demand Response 

DR  
followed 
price 
signals,  
with  
all of  
the  
increase  
in the  
ATSI  
zone 
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RPM Auction – Energy Efficiency 

Energy 
Efficiency  
remains  
a viable,  
albeit  
small  
capacity 
resource  
in PJM 
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RPM Auction – Supply by LDA 

• RPM continued to prove to be an effective mechanism for reliable supply of capacity  
•  Strong reserve margins and capacity offers in excess of market need. 
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RPM Auction - Pricing 

Auction results remained moderate in the face of considerable 
retirements No split in PS North, ATSI split to $357/MW-day 13 
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