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Purpose of Avoidable Cost Rate Development 

• Avoidable costs information is required to develop unit 
specific offer caps which may be applicable. 

• Market participants in LDAs which fail the Preliminary 
Market Structure Screen must submit unit avoidable cost 
information  
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Avoidable Cost Rate Concept

• Avoidable costs are the incremental costs of being a 
capacity resource

• Avoidable costs are the fixed annual operating expenses 
that would not be incurred if a unit were not a capacity 
resource for a year
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Avoidable Cost Rate Basis

• Avoidable costs are the portion of the fixed annual 
operating expenses of the generating unit if not 
participating in the capacity market for one year.

• Assume unit is shutdown, laid up, secured, insured, in 
working order and state of repair to return to the next 
year capacity market.

• The Avoidable Cost Rate (ACR) is the total annual 
Avoidable Cost divided by the MW ICAP divided by 365
– ACR is measured in $/MW-Day
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Avoidable Cost Rate Definition

• ACR is defined by the formula found in Section 6.8.a of 
Attachment DD of the RPM Settlement Agreement

• ACR =

1.10*(AOML + AAE + AME + AVE + ATFI + ACC + ACLE)
+ APIR

• AOML – Avoidable Operations and Maintenance Labor
• AAE – Avoidable Administrative Expenses
• AME – Avoidable Maintenance Expenses
• AVE – Avoidable Variable Expenses
• ATFI – Avoidable Taxes, Fees and Insurance
• ACC – Avoidable Carrying Charges
• ACLE – Avoidable Corporate Level Expenses
• APIR – Avoidable Project Investment Recovery Rate
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Avoidable Cost Rate Template

• PJM has developed a spreadsheet to assist participants in 
calculating a generating unit’s ACR

• Market participants input the respective annual expenses, 
plant staffing, hourly rates, salaries, benefits markups, 
overtime hours and rates, bonuses, fuel prices and other 
data.

• The spreadsheet calculates the ACR
• PJM will provide a process to submit the results via upload 

to the PJM website.
• The PJM MMU will provide ACR calculations for a set of 

proxy units. These calculations may be used in place of 
the ACR for a specific unit of that type.  
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Avoidable Cost Detail (1)
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Avoidable Cost Detail (2)
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Avoidable Cost Detail (3)
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Avoidable Cost Detail (4)



©2006 PJMwww.pjm.com 10

Avoidable Cost Detail (5)
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Avoidable Cost Detail (6)
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Avoidable Cost Detail (7)
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Avoidable Cost Detail (8)
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Avoidable Cost Detail (9)
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Avoidable Cost Detail (10)
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Avoidable Cost Detail (11)
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Avoidable Cost Detail (12)
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Avoidable Cost Detail (13)
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Avoidable Cost Detail (14)



©2006 PJMwww.pjm.com 20

Avoidable Cost Detail (15)
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Avoidable Cost Detail (16)
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Avoidable Cost Detail (17)
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Purpose of a Default Avoidable Cost Rate Development 

• The PJM MMU will provide ACR calculations 
for a set of proxy units. These calculations 
may be used in place of the ACR for a specific 
unit of that type.  
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Preliminary Default ACR Categories

• CT
• Combined Cycle
• Oil and Gas Steam
• Sub-Critical Coal
• Super Critical Coal
• Waste Coal
• Hydro
• Pumped Storage
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Development of Default ACR

• Sources of Information
– In house power plant O & M data and experience
– FERC filings 
– Traditional FERC Form 1 information

• Compilation of Expense Data
– An ACR Template was completed for each category of 

power plant.
– Maximum percent avoidable expenses were utilized in  

ACR template expense categories.
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Preliminary Default Avoidable Cost Rates
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