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PJM Proposed Demand Curve
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Operation of Demand Curve –
Surplus Region (Illustration)
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No Opt Out Permitted:
Results for Load
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Opt-Out Permitted at 15% FRR:
Supply Curve Shifts

$/MW-
Day

Supply Curve

119%

More Surplus 
Relative to Remaining 

(non-opt out) Load

Residual Supply 
Curve after opt out

Capacity Obligation (% of peak load)

$83

Non-Opt Out Load Pays 
for 119% Capacity @$83

(opportunity cost)
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Opt Out Permitted:
Impact on Opt Out Load
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Harmful Impact of Opt Out*
1) Discriminatory disparity in capacity costs among customers

2) Revenue reduction undermines resource adequacy

Annual 
capacity 
cost per 
MW of peak 
load

ALL LOADS

$41,778 

NON-
OPT OUT 

LOAD OPT OUT 
LOAD

OPT OUT NOT 
ALLOWED

OPT OUT ALLOWED

$36,051
$34,839 

* Illustrative results; based on PJM recommended demand curve in a surplus region with 25% opt out
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Shifting the Demand Curve “Out” Could Restore 
the Price to Generators …
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… But Would Increase the Discrimination

$/MW-
Day

Supply Curve

121%

Residual Supply 
Curve after opt out

Capacity Obligation (% of peak load)

$83
$97

Now Remaining Load Would
Pay for 121% Capacity @ $97

While Opt Out Load 
Would Pay for 115%

Capacity @ $97
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Results of Shifting Demand Curve to Improve Revenue Adequacy for Generators*
1) Non-Opt Out Load Now Pays More than if No Opt Out Allowed

2) Disparity in Capacity Cost with Opt Out Load Increases

Annual 
capacity 
cost per 
MW of peak 
load

ALL LOADS

$41,778 

NON-
OPT OUT 

LOAD OPT OUT 
LOAD

OPT OUT NOT 
ALLOWED

OPT OUT ALLOWED

$42,840

$40, 715 

* Illustrative results; based on “flattened” demand curve in a surplus region with 25% opt out


