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Abstract Promotingtheelectricitypricereform andconstructingafair open organized competitiveandcomplete 
electricitymarketarecriticaltasksconfrontedbythenew-roundelectricpowersystemreformofChina Atpresent theforeign
electricitymarketsgenerallyadoptlocationalmarginalprices LMPs forelectricitymarketclearing However theexisting
theoryandpracticedemonstratethatLMPscannotincentivizemarketparticipantstobetruth-telling andcannotsolvethe
problemofinformationasymmetry Toincentivizemarketparticipantstotruthfullybidandtherebyachieveanoptimal
allocationforelectricalresources acompetitivemechanisminelectricitymarketsisproposedbasedonfairbenefitallocation 
Firstly thephenomenonandreasonwhytheLMP mechanismcannotelicittruthfulinformationwhileleadingtomarket
efficiencylossareanalyzed ThenbasedonVickrey-Clarke-Groves VCG theory afairbenefitallocation mechanismis
proposedforday-aheadelectricitymarkets anditisprovedthattheproposedmechanismsatisfiesthepropertiesofincentive
compatibility individualrationalityandsystemcostminimization Theeconomicmeaningwhytheproposed mechanism
satisfiesincentivecompatibilityisalsoexplained CasestudiesbasedonIEEE30-busand118-bussystemsvalidatethe
effectivenessoftheproposedmechanism 
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