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Why Did It Happen?

Fundamentally, capacity prices are a function of supply and demand, but also
several recent changes in the PJM capacity market impacted capacity auction
clearing prices:

+ Power Plant Retirements: There have been a growing number of power
plant retirements, with over 9 GW retiring in PJM from 2023-2025,% and
over 15 GW of announced retirements through 2030.5 Most of these
retirements stem from coal- and gas-fired resources, which have higher

capacity accreditation than wind, solar, and battery storage.

+ Less Reliable Fossil Fuel Resources: There was a substantial change to the
methodology impacting the reliability contribution of fossil fuel resources,
thereby lowering the amount of available supply. Following extreme
weather events, such as Winter Storm Elliott, during which several gas
plants failed to perform, fossil fuel resources were deemed less reliable
and assigned lower capacity values for planning purposes.

PJM, the ISO/RTO for 13 Mid-Atlantic
and Northeastern states and DC, saw a
significant price spike in its 2025/2026
capacity auction. Given the substantial

load growth in this region, this has
prompted questions about the extent
that large loads such as data centers
have driven this increase.

+ Change in Reliability Target: Given past extreme weather events,
PIM increased the Installed Reserve Margin (IRM), as well as
changed the methodology in which reliability is calculated.

+ Limitations in New Capacity Additions: Adding new capacity has also
been challenging. Due to lack of sufficient transmission, the cost of
interconnection and timeline for interconnection studies have steeply
increased, as well as an increase to the cost of new turbines, discouraging
developers from building new generation. Historically, it has taken PJM
eight years to bring new generation online,*® prompting reforms aimed
at streamlining the interconnection process. Progress continues to lag as
from 2023 to 2025, PJM only added 4.7 GW of gas. While it added many
other resources, most of those resources have much lower share of
accredited capacity. In terms of nameplate capacity, PJM added 1.2 GW of
onshore wind, 10.2 GW of solar, and 320 MW of battery storage capacity.>

+ Increase in Forecast Load: The forecast load in the 2025/2026 delivery year
was 153 GW, which was an increase of 3.2 GW compared to the previous
year.% PJM attributes this load growth to data centers, industrial growth,
and electrification, with ~93% of the forecast being driven by forecast data
center additions,'%283 as the P|M territory includes several major data
center markets, most notably Northern Virginia —the largest in the world.

>3 Note that these are prices awarded per effective capacity and after reliability accreditation and are not nameplate capacity.
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