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Guy Filomena Customized Energy Solutions, Ltd.
Dave Scarpignato Direct Energy Business, LLC
Michael Krauthamer Maryland Public Service Commission
MQ Riding NAEA Ocean Peaking Power, LLC
David Weaver PECO Energy Company

Chris Advena PJM Interconnection

Larry Austin PJM Interconnection

Suzanne Daugherty PJM Interconnection

Tom Falin PJM Interconnection
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1. ADMINISTRATION
Minutes of the November 17, 2010 Markets and Reliability Committee (MRC) meeting were

approved by acclamation without objection or abstention.
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2, SHORTAGE PRICING
Mr. Ott provided an update on implementation of shortage pricing. He reported that PJM had not

yet received an order from the FERC approving the filed shortage pricing solution. He noted that
PJM had requested an order by November 1, 2010 to allow all parties to prepare for
implementation on May 1, 2011. Mr. Ott discussed potential implementation dates and noted that
PJM would look to the fall of 2011 to avoid implementation during the summer months. Dr.
Shanker requested presentation at the next MRC meeting of the major portions of the

implementation so that stakeholders could begin their preparations.

3. ANNUAL LOAD MANAGEMENT (ILR/DR) PERFORMANCE REPORT

Mr. Langbein reviewed Load Management (ILR/DR) emergency event and test performance from

the 2010 summer season. Mr. Koza noted that most events were the result of local issues related

to transmission outages, some of which were related to transmission upgrades.

4.  CREDIT SUBCOMMITTEE UPDATE

Ms. Daugherty and Mr. Ott discussed implementation of the central counterparty initiative.

Specifically they discussed impacts to members of the planned implementation of PJM Settlement,
Inc. as the counterparty to all pool transactions from January 1, 2011 forward. Ms. Daugherty noted

two important clarifications:

1. Existing letters of credit provided to PJM Interconnection, LLC for purposes of complying with
Credit Policy requirements do not need to be revised or reissued with the January 1, 2011
implementation of PJM Settlement, Inc. as counterparty to all pool transactions. The same is
true for existing parental guaranties. They do not need to be revised or reissued. In both cases
of the letters of credit and parental guaranties, members need only have them written to the

benefit of PJM Settlement, Inc. when established from January 1, 2011 forward.
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2. PJIM Settlement, Inc. will settle the cash and manage the collateral related to amounts included
in the weekly and month-end billing statements. All other cash activity will remain with PJM
Interconnection, LLC. Examples of such cash/collateral activity that will remain with PJM

Interconnection, LLC are:
a. Transmission Planning/Generation Interconnection
b. Eastern Interconnection Planning Collaborative grant
c. SynchroPhasor grant

d. Miscellaneous services, such as member-specific training requests

5.  COST DEVELOPMENT TASK FORCE (CDTF)

A. Mr. Williams provided an informational update on recent activities of the CDTF. He reported
on development of the proposed re-write of Manual M-15, and presentation of the updated
stakeholder process developed by the Governance Assessment Special Team and approved
by the Members Committee. The CDTF will be renamed the Cost Development

Subcommittee.

B. Mr. Williams presented a proposed re-write of Manual M-15. Following discussion, the

Members endorsed the proposed re-write by acclamation with no objections or abstentions

6. LOAD FORECAST RECOMMENDATIONS
Mr. Ott reviewed feedback from the Planning Committee and Load Analysis Subcommittee on the

recommendations from an independent consultant on the PJM load forecast model. Mr. Falin
reviewed the consultant’s recommendations and the results of the Planning Committee voting on
each regarding recommending to the PJM Board whether any of the recommendations should be

implemented for the impending forecast. He noted that initial review of the recommendations
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indicated that the recommendations had merit, but that additional study should be performed. Mr.
Ott discussed experience in 2009 regarding implementation of updates to the forecast
methodology just prior to issuance of the forecast. Mr. Tatum moved and Mr. Whitehead
seconded that the MRC recommend to the PJM Board that consultant recommendation 1 be

implemented for the 2011 forecast. The motion failed in a sector-weighted vote with 2.75 in favor.

T. PROPOSAL FOR REVISIONS TO DEFERRED SECURITY

Ms. Tribulski presented updated proposed Tariff revisions required to support a modification to

deferred security. The committee endorsed the proposed revisions by acclamation with no
objections or abstentions. Mr. Ott noted that this item would be placed on the consent agenda for

the next Members Committee meeting.

8. INCREMENTAL ARR'’S ASSOCIATED WITH RTEP PROJECTS

Mr. Horger presented proposed agreement language changes associated with the timing for

calculation of IARRs associated with RTEP projects. He noted that the MIC had reviewed the
proposed revisions at its December 7, 2010 meeting. The Committee will be asked to vote on the

proposed revisions at its next meeting.

9.  ADDITIONAL FERC FILINGS

A. Ms. Hugee discussed a filing to remove Schedule 9B from the OA as Schedule 9B is no longer
applicable as it applies to the PJM South RAA. She reported that the filing was expected to be

made in mid-December 2010.

B. Ms. Hugee also discussed a filing of errata to revise Section 3.2.3(p)(ii)(A) of the Operating

Agreement and Attachment K-Appendix of the Tariff consistent with the previously approved
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10.

1.

12.

13.

revisions to Section 3.2.3(b)(ii)(A) of the same. She reported that this filing was also expected

to be made in mid-December 2010.

REGIONAL PLANNING PROCESS WORKING GROUP (RPPWG)

Mr. Herling provided an update on recent activities of the RPPWG. He reported that the RPPWG
had reviewed its work plan and initially will move forward with those issues that are beneficial, less
controversial and building blocks for the larger issues, including the 24 month planning process
(and associated manual 14 changes), a proposal for how projects are proposed, and scope of

additional analysis on renewables to be performed in 2011.

BROADER REGIONAL MARKETS SOLUTIONS TO LOOP FLOW

Mr. Williams presented an update on the ongoing efforts related to NYISO Lake Erie loop flows.

Mr. Ott noted that PJM will provide additional information to stakeholders about relevant NAESB
action going forward. Mr. Williams noted that there was no firm date yet established for operation
of the PARs. He also noted the expected development in 2011 of a NYISO initiative to move away

from pricing based on schedules toward basing on flows.

EASTERN INTERCONNECTION PLANNING COLLABORATIVE (EIPC)

Mr. Glazer provided an update on activities related to EIPC, including the development of the EIPC

stakeholder process. In response to questions he noted that none of the interregional plans
developed through EIPC would be binding upon PJM’s planning process, and that the EIPC would

not address cost allocation.

RPM ISSUES
Ms. Philips requested that the MRC undertake a new issue related to issues associated with then

current proceedings in New Jersey addressing concerns over the pace of construction of new
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14.

15.

16.

generation and the relationship between RPM and the RTEP. Several stakeholders noted the
need to tightly bound the scope of this new issue, if undertaken by the MRC. Mr. Ott requested
that Ms. Philips develop a problem statement for presentation to the MRC at its next meeting
specifically describing the scope and its limits. The MRC will review the problem statement and

then decide whether to undertake the issue.

INTEGRATION REPORTS

Mr. Koza provided an update on the integration of American Transmission System, Inc. (ATSI) and

Duke Energy systems. He reported that the ATSI system model had been incorporated into
operations, that ATSI facilities were being monitored by PJM, and that NERC certification was
expected in April 2011. Modeling of the Duke system was in progress and training activities were

planned.

OPERATING COMMITTEE (OC) REPORT
Mr. Koza reported that the OC had not met since the last meeting of the MRC. He reported the

PJM had experienced a new December peak load of 115723 MW on December 14, 2010.

MARKET IMPLEMENTATION (MIC) REPORT

Mr. Dessender provided an update on the committee’s activities including consideration of

allocation of excess commitment credits, an IRWG charter update, endorsement of proceeding with
initial portions of the wind integration study, an update on FTR adequacy, incremental IARRs for
RTEP upgrades, a presentation by the Market Monitor regarding not willing to pay congestion

transactions, discussion of inefficient use of spot-in at NYISO interface, an a NAESB update.

PJM © 2011 10



v 4

17. TRANSMISSION EXPANSION PROJECTS

Mr. McGlynn noted that there were no significant changes to the status of any of the major

transmission expansion projects since the November 2010 MRC meeting.

18. PLANNING COMMITTEE (PC) REPORT
Mr. McGlynn provided an update on recent PC activities. He reported that the PC had: approved

its 2011 Annual Plan; reviewed the 2011 Load Forecast; reviewed sectionalizing schemes
proposed by UGI; reviewed deferred security provisions related to interconnection projects;
considered revisions to Manual 14 B proposed by the Reactive Power Working Group; reviewed
background on CETO analyses, and considered potential methodologies for operation during light

load periods.

19. FUTURE AGENDA ITEMS

No future agenda items were identified.

20. FUTURE MEETINGS

2011
January19, 2011 9:30 AM Wilmington, DE
February 16, 2011 9:30 AM Wilmington, DE
March 23, 2011 9:30 AM Wilmington, DE
April 27, 2011 9:30 AM Wilmington, DE
June 22, 2011 9:30 AM Wilmington, DE
July 20, 2011 9:30 AM Wilmington, DE
August 17, 2011 9:30 AM Wilmington, DE
September 15, 2011 9:30 AM Wilmington, DE
October 12, 2011 9:30 AM Wilmington, DE
November 16, 2011 9:30 AM Wilmington, DE
December 22, 2011 9:30 AM Wilmington, DE
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