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BROAD COALITION OF MID-ATLANTIC STATE REGULATORS, UTILITIES 

AND ELECTRICITY BUYERS CHALLENGES FEDERALLY- IMPOSED 
PAYMENTS AS UNJUST AND UNREASONABLE AND SEEKS $12 BILLION 

REGION-WIDE 
 

Maryland PSC Seeks $2 Billion On Behalf Of Maryland Ratepayers 
 
Baltimore, MD (June 2, 2008) – The Maryland Public Service Commission, along with 
utility regulators from New Jersey, Pennsylvania, Delaware and a coalition of electricity 
buyers and consumer advocates, filed a complaint with the Federal Energy Regulatory 
Commission challenging the imposition of unreasonable “capacity” payments for the 
period June 2008 through May 2011.   
 
“The number one priority of the Maryland Public Service Commission since being 
reconstituted in 2007 by Governor O’Malley has been to fight on behalf of Maryland 
ratepayers to make sure rates are fair and reasonable,” said Steven B. Larsen, Chairman 
of the Maryland Public Service Commission.  “Last year we identified these federally-
imposed capacity payments as a major contributor to rising electricity rates in Maryland, 
and have now concluded, as have the other States and parties joining this complaint, that 
these rates for periods June 2008 through May 2011 are unjust and unreasonable and 
must be adjusted,” said Larsen.  
 
The complaint challenges the results of the transitional “Reliability Pricing Model” 
(“RPM”) auctions, administered by the grid operator, PJM Interconnection LLC (“PJM”), 
and asks that FERC order PJM to ensure that only “just and reasonable” capacity charges 
are imposed on buyers and suppliers of electricity in the coming years.  The RPM 
construct was intended to provide financial incentives for the establishment of new 
generation or capacity in the PJM region, but the complaint demonstrates that RPM 
transition auctions failed to accomplish this purpose while yielding unreasonably inflated 
capacity prices.   
 
The complaint, filed by a broad coalition called the RPM Buyers, estimates that 
electricity users in the PJM region, which spans 13 states and the District of Columbia, 
will pay approximately $12 billion in unjust and unreasonable capacity charges over the 
next three years.  Maryland’s share of these overpayments is approximately $2 billion for 
all purchasers over the three-year period.  The complaint represents a coordinated and 
cooperative effort among the RPM Buyers, their counsel and consultants to analyze the 



capacity auctions and resulting prices and determine that they were not just and 
reasonable.  
 
Under the Reliability Pricing Model, auctions were conducted in 2007 and 2008 to 
establish the price and supply of electricity capacity for the years June 2008 through May 
2011.  The complaint alleges that these auctions were not competitive, were subject to 
price increases by incumbent generators, yielded excessive prices, and did not 
accomplish the intended purpose of stimulating new generation for the periods in 
question.  For the PEPCO and BGE service territories, no new generation was bid into 
the capacity auctions for these periods.   
 
If FERC grants the relief sought in the complaint, the PSC estimates that over the three 
year period in question, BGE ratepayers would save $1.068 billion, ratepayers in the 
PEPCO zone would save $544 million, ratepayers in the Delmarva zone would save $122 
million and ratepayers in the Allegheny Power zone would save $170 million.  “We 
could not escape or ignore the fact that the transitional auction results will, if left alone, 
force Maryland ratepayers to pay almost $2 billion for capacity that never materialized,” 
said Maryland PSC General Counsel Douglas R. M. Nazarian.  “The complaint was 
careful not to mount a challenge RPM itself, but attacks the results of the transitional 
auctions, and the resulting wholesale prices.  Under the circumstances, they cannot be 
just and reasonable.”    
 
The complaint also does not challenge the results of the capacity auction for the year June 
2011-May 2012 year, the first year for which the capacity auctions were conducted a full 
three years in advance.  The States look forward to working with PJM and other 
stakeholders to develop solutions to the capacity challenges the Mid-Atlantic region faces 
in the coming years.    
 
The four state regulators were joined in the complaint by Peoples’ Counsels from 
Maryland, the District of Columbia, Ohio, and Pennsylvania, the New Jersey Office of 
the Public Advocate, the Southern Maryland Electric Cooperative Inc, (SMECO), the 
Public Power Association of New Jersey, Blue Ridge Power Agency, Allegheny Electric 
Cooperative, The PJM Industrial Customer Coalition, American Forest and Paper 
Association, Duquesne Light Company, and the United Stated Department of Defense 
and other affected Executive Agencies. 
 
This is the fourth time in a year that the PSC has challenged actions in the wholesale 
market after announcing a strategy to actively pursue such actions.  Last month, FERC 
ruled in favor of the PSC on a complaint challenging the fairness of exempting certain 
generators from price-caps – a practice that added over $85 million to Maryland costs in 
one year.  Maryland joined a broad coalition challenging an earlier effort by PJM to 
increase capacity costs based on the grounds PJM failed to follow the proper procedures, 
and FERC agreed.  And earlier in 2007, Maryland served on the committee of states that 
negotiated a settlement with PJM that preserved the independence of the PJM market 
monitor.   
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