2pm : Draft Meeting Minutes

Tier 1 Compensation MIC Special Session
PJM Conference and Training Center / WebEx
February 4, 2015

9:00 a.m. - 12:00 p.m. EST

Ms. Lisa Morelli welcomed stakeholders and reviewed the agenda. Ms. Cheryl Mae Velasco called
attention to the Anti-trust and Code of Conduct statements and performed roll call. The meeting minutes
from the January 5t meeting were approved.

Ms. Morelli reviewed the proposed workplan. From guidance at the previous MIC meeting, this issue will
continue to be worked on in special sessions outside of the MIC meeting itself. No requests for changes to
the workplan were made.

As requested at the previous meeting, Mr. Michael Olaleye provided a timeline of changes to the Tier 1
estimate across the Markets, Operations, and Settlements systems. The main objective of the timeline is to
show that the Settlements system implemented the Tier 1 deselected flag from Markets in July of 2014.
Today, all three systems are in synch in terms of calculating the Tier 1 estimate.

Ms. Rebecca Carroll provided a review of the effects of product substitution on market clearing prices.
Using illustrative examples, Ms. Carroll showed the scenarios by which a non-zero NSRMCP could occur.
If an offline unit that incurs a lost opportunity cost is used to meet the balance of the primary reserve
requirement, a non-zero NSRMCP will result. In addition, if an online resource is used to meet the balance
of the primary reserve requirement after the synchronized reserve requirement is met, and the effective
cost is higher than the offline resources that cleared, the NSRMCP will reflect the cost of the online
resource. In this scenario, the NRSMCP will equal the SRMCP since the balance of the primary reserve
requirement was met with a Tier 2 resource. The NSRMCP will always be less than or equal to the
SRMCP.

Ms. Morelli led the group in a discussion to identify interests surrounding Tier 1 compensation. PJM and
Monitoring Analytics met prior to the meeting and pre-populated the matrix with a few ideas. Stakeholders
provided additional interests that were documented.

Ms. Morelli led the group in a discussion to identify design components and solution options. PJM and
Monitoring Analytics met prior to the meeting and pre-populated the matrix with a few ideas to aid in the
discussion. Additional components and options were offered and documented.
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