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Background
• PJM RPM rules allow Energy Efficiency (EE) resources to 

participate on the supply side in the capacity market.
• EE is intended to reduce demand.
• EE add back mechanism increases demand.

• To ensure that EE does not decrease clearing prices.
• The goal is price neutrality.

• PJM’s current approach to the EE add back mechanism 
means that the inclusion of EE in the capacity market 
increases clearing prices.
• Does not meet price neutrality goal.

©2021 www.monitoringanalytics.com 2



History of EE Add Back
• EE add back mechanism has been used in four BRAs.
• PJM add back implementation uses planned EE MW rather 

than cleared EE MW.
• PJM mechanism significantly overstates EE addback MW.

• Planned MW are greater than cleared MW.
• The result is to increase demand more than necessary to 

offset EE.
• The result is to increase capacity market prices.
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EE Add Back and EE Cleared
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* Seasonal EE cleared MW quantity is shown in annual equivalent terms



Excess EE Add Back
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IMM Analysis
• For every RPM Base Residual Auction with the EE add 

back, the IMM calculated the impact of the 
inconsistency between cleared EE MW and add back 
EE MW.

• In the IMM solution, the aggregate add back EE MW for 
the RTO is equal to the total cleared EE MW.

• The result has been persistent overpayment by 
customers for capacity.

• The total overpayment has been $738,463,469           to 
date.
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Impact of Inconsistency between EE Add Back 
MW and EE Cleared MW
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IMM Proposed Solution
• The manual language should be rewritten to permit 

PJM to calculate the EE add back in the capacity 
market clearing such that the total EE add back MW 
offsets the total cleared EE MW in the BRA.

• The calculation should be done for the RTO and for 
each LDA that price separates. 
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