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| X.A. Introduction

IX.A.1l. Overview

The four New Jersey Electric Distribution Compan{&&DCs”) are Atlantic City
Electric Company (“ACE”), Jersey Central Power &ghi Company (“JCP&L”), Public
Service Electric and Gas Company (“PSE&G”), and Kkwd Electric Company (“RECQO”).
Approximately one-third of each EDC’s Basic GeneratService Fixed-Price (“BGS-FP”)
Load was procured in an Auction held in Februarg12@nd is under contract until May 31,
2014. Approximately one-third of each EDC’s BGS-EPad was procured through an
Auction held a year earlier in February 2010 andnider contract until May 31, 2013. The
remainder of each EDC’s BGS-FP Load was procuresuth an Auction held in February
2009 and these contracts will expire on May 31, 201The EDCs will procure full-
requirements service for the period June 1, 2014y 31, 2015, through a single, statewide
Auction to be held in February 2012. Each EDC’sS&P Load includes the load of all BGS
customers except large customers in rate classsgdexi from BGS-FP Load as described in
Table IX-1 below.

An EDC’s BGS-FP Load is divided into a number @nches, each representing the
same percentage of that EDC’s BGS-FP Load. The i&¥sure of each tranche is announced
prior to the Auction, and is close to 100 MW of PBak Load Share. Table IX-2 provides, for
each EDC, the number of tranches that were procurethe 2010 BGS-FP Auction, the
number of tranches that were procured in the 20GS#P Auction, and the number of
tranches to be procured in the 2012 BGS-FP Auction.

Suppliers will be bidding for the right to servepartion of BGS-FP Load for one or
more EDCs over the three-year period from June01220 May 31, 2015. The EDCs will
procure their BGS-FP Loads through a SimultaneoescBnding Clock Auction (“Clock
Auction”). The Clock Auction proceeds in a sergdsrounds. During the bidding phase of
each round, each bidder must indicate how manyches) of each EDC’s BGS-FP Load the
bidder wishes to serve given the prices announgdtidAuction Manager. The prices will be
in cents per kilowatt-hour. Aid is the number of tranches of each EDC’s BGS-FRlltbat a
bidder wants to serve. After the bidding phasa obund, the Auction Manager reduces the

price for the tranches of an EDC by a decremetiteéfnumber of tranches bid by all bidders is
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greater than the number of tranches that are ndeddédat EDC. The Auction Manager then
announces new prices for each EDC before biddinthennext round opens. The Auction
continues and the prices tick down until, for e&EIC, the total number of tranches subscribed
falls to the point where it equals the number ahtthes needed. When the Auction ends, the
bidders holding tranches in the final round arewiners. All winners for an EDC’s tranches

receive the same price, as explained in sectio@.IX..

The payment to suppliers for an EDC are shapedjs&asonal factors. Payments from
June 1 through September 30 are shaped by thefwsenaltiplicative summer factor on the
Auction price, and payments for the remaining mendéine shaped by the use of a winter
multiplicative factor on the Auction price. Thectars by which the Auction prices will be
multiplied to obtain the summer and winter paymeats specific to each EDC. Provisional
seasonal factors updated for these Final AuctioledRare provided in section IX.A.3. To the
extent that the transmission rates change andthieatBoard of Public Utilities (“Board”)
approves a corresponding change to the BGS-FPmastorates: (1) if such a change results
in an increase in BGS-FP customers’ rates, theradditional revenues collected as a result of
such an increase, once approved by the FERC maadtdet and no longer subject to refund,
would be to the benefit of BGS-FP suppliers; orifZQuch a change results in a decrease in
BGS-FP customers’ rates, then any decrease in wegewould result in a reduction of
payments to BGS-FP suppliers. The parameters of wdnrastitutes a change in transmission
rates are specified in section 15.9 of the BGS-&pler Master Agreement.

At a given point in time, BGS-FP Load is servedshppliers that have won the right to
supply BGS-FP for rolling three-year terms. Oneldn 2012, one-third of the BGS-FP Load
will be served by suppliers with a three-year cacitending on May 31, 2013, one third of the
BGS-FP Load will be served by suppliers with a ¢hyear contract ending May 31, 2014, and
the remaining third will be served by suppliershnat three-year contract ending May 31, 2015.
The rates paid by BGS-FP customers are a functidheotranche-weighted average of the
Auction prices obtained for the various contragimte adjusted for the seasonal payment
factors. BGS-FP is not an hourly service. BGSr&tes will be established at the time of the

! In its Order dated November 9, 2011, the Boamr@amed changes to the definition of final ordernirdshe
FERC and to section 15.9 of the BGS-FP SuppliertdétaBgreement to provide greater certainty regaydin
payments for changes in transmission rates, inctudkvised formula transmission rates.
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Auction and filed with the Board within 60 d&ysf a Board decision to approve the Auction
results. BGS-FP rates will thus be communicatedustomers well in advance of the supply
period. Each EDC describes, in its Company Speaifidendum, the rate design methodology
that it applies to its particular rate classes aam@ structure. The EDCs will provide to
potential bidders all necessary information conicgrinow Auction prices are translated into
customer rates, including a calculating tool thiapldys the rate structure for each EDC that
would result from given prices in the 2012 BGS-Fict#hon. The rate design will apply from
June 1, 2012 to May 31, 2013. The rate design Ineasevised for the supply period starting
June 1, 2013.

The Board has approved the Auction Process and bailloverseeing the Auction.
Following the end of the Auction, the Board willailde whether to approve the Auction results

and if it does, winners will become authorized BESsuppliers.

IX.A.2. Basic Generation Serviceand Load to Be Procured

Basic Generation Servicegr BGS, is the electric supply for those retastamers who
are not served by a third party suppli&GS Loadis the load associated with these customers,
and it is obtained by subtracting the load of thpedty suppliers from the retail load in an EDC
zone. For each EDC, BGS Load is divided into twdipns,BGS Commercial and Industrial
Energy Pricing Load ("BGS-CIEP Load”) andBGS Fixed-Price Load(“"BGS-FP Load".
The Board lowered the CIEP line from 1,000 kW t® #W for the period starting June 1,
2011. An EDC’s BGS-CIEP Load is defined to include sum of the hourly load of all BGS-
CIEP customers, adjusted for losses. An EDC’s BB3-0ad is obtained by subtracting BGS-
CIEP Load from BGS Load. Table IX-1 provides tis bf rate classes for which either all
customers, or only customers with a peak load dmutton of 750 kW or greater, must
currently take BGS on a CIEP tariff or rate and @@ thus excluded from each EDC’s BGS-
FP Load. All remaining customers &P@ customersand such customers may, if they choose
BGS, take this service on an FP (rather than a LCi&if or rate. On any meter reading date
and with requisite prior notice, a customer takB@S-FP may switch to a third party supplier,

and an FP customer taking service from a thirdypaupplier may switch to BGS-FP.

2 Unless otherwise specified, “days” refers to besindays.



FINAL BGS-FP AucTION RULES

-6 -

TablelX-1. CustomersThat Must Take BGSon a CIEP Tariff (Excluded from BGS-FP)

Customers _
EDC Rate Class Included Description Voltage Level

High Tension Service (“HTS- All General purposes at high 138,000V to
HV") voltages 230,000V
High Tension Service (“HTS- All General purposes at 26,400V to

PSE&G Sub”) _ subtransmission voltag(.es 69,000V
Large Power and Lighting, All General purposes at primary 2,400V to
Primary Service (“LPL-P") distribution voltages 13,200V
Large Power and Lighting, 750 kW or  General purposes at secondar08V to 480V
Secondary Service (“LPL-S") greater distribution voltages
General Service Primary All General purposes at primary 2,400V to
("GP distribution voltages 34,500 YV
General Service TransmissiorAll General purposes at 34,504\
("GT") transmission voltages

JCP&L All High Tension Service 230,000V
General Service Secondary 750 kW or  General purposes at secondaryl20 — 480V
("GS") greater distribution voltages
General Service Secondary 750 kW or  General purposes at secondani20 — 430V
Time-of-Day (“GST") greater distribution voltages
Transmission General ServiceAll General purposes at high 23,000V or
(“TGS”) voltages higher
Annual General Service— 750 kW or  General purposes at primary 4,000 &
Primary (“AGS-Primary”) greater distribution voltages 12,000V
Annual General Service — 750 kW or  General purposes at secondary.20 — 480V

ACE Secondary (“AGS- greater distribution voltages
Secondary”)
Monthly General Service 750 kW or  General purposes at primary 4,000 &
Primary (“MGS - Primary”) greater distribution voltages 12,000V
Monthly General Service 750 kW or  General purposes at secondarni20 — 480V
Secondary (“MGS - greater distribution voltages
Secondary”)
Service Classification No. 7 —All Primary service customers 2,400V or
Primary TOU Service and with demands exceeding 750 higher
Separately Metered Space kw

RECO  Heating Service

Service Classification No. 2 =750 kW or
General Service greater

General primary and secondanAll primary
service and secondary
voltages
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For purposes of the Auction, the BGS-FP Load folE&T is called groduct in the
Auction: the BGS-FP Load for PSE&G for a three-year sugmyiod is a product in the
Auction, and the BGS-FP Load for RECO for a threarysupply period is another product in
the Auction, etc. Each product in the Auction igidkd into units calledranches, each
representing the same percentage of that EDC’s B&#ad in this Auction. The number of
tranches that each EDC will procure in this Auctemd the size of each tranche (i.e., the
percentage of the BGS-FP Load that each tranchiesepts for an EDC) are provided below in
Table IX-2. Table IX-2 also provides a MW-meastoe each of an EDC’s tranches. The
MW-measure of each tranche is determined on this bashe obligation attributable to all FP
customers (those who receive BGS and those whootodaring 2011 (called thEP Peak
Load Sharg. Table 1X-2 incorporates the October 2011 upddtiis obligation by PJM.

TablelX-2. Number of Tranchesand MW-M easures of Tranchesper EDC

Tranches already orocured Tranchesto be procured in
yp 2012 for athreeyear term
FP Peak Total 2010 2011 Number Size of
L oad number MW-
EDC (oneyear (two years of tranche
Share of remaining) remaining) | tranches (%) Measure
(MW) tranches 9 9 0
PSE&G 8,479.26 85 28 28 29 1.18% 99.76
Jcp&Ll**  5,001.60 53 18 15 20 1.93% 96.62
ACE 2,095.50 22 7 8 7 4.55% 95.25
RECO 398.20 4 1 2 1 25.00% 99.55
Total 15,974.56 164 54 53 57

The EDCs do not represent that each tranche wilé lthe loads shown above or any

particular value. The actual BGS-FP Load will degp@pon many factors including customer

% The Board has directed that JCP&L continue toesd® MW of its residential load, using the St. Lemge
Project Power and, as necessary, purchases frorraBidihistered markets. JCP&L will serve 10 MW iregv
hour. The FP Peak Load Share in the table abovbdasreduced by 10 MW.

* With the 2010 Auction, JCP&L began transitionitegprocuring more tranches so that the MW-measti@ o
tranche is closer to approximately 100 MW. At #mal of the transition, after the 2012 Auction, JCR&ill be
procuring 53 tranches.
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migration to third party suppliers and weather c¢tods. Bidders are responsible for

evaluating the uncertainties associated with BG3-¢drl.

IX.A.3. Payment to BGS-FP Suppliers

Winners at the Auction are authorized to become BBSuppliers by the Board. A
BGS-FP supplier providdsill-requirements servicdor the percentage of the EDC’s BGS-FP
Load for a given supply period corresponding to rilkenber of tranches won by the BGS-FP
supplier for that supply period. Full-requiremes&svice means that the BGS-FP supplier is
responsible for fulfilling all the requirements ®PJM Load Serving Entity (“LSE”) including
capacity, energy, ancillary services and transmissand any other service as PJM may

require. A winning supplier may win one or moraniches for one or more EDCs.

To the extent that the transmission rates changk that the Board approves a
corresponding change to the BGS-FP customers’:rétgsif such a change results in an
increase in BGS-FP customers’ rates, then anyiaddltrevenues collected as a result of such
an increase, once approved by the FERC in a firdgrband no longer subject to refund,
would be to the benefit of BGS-FP suppliers; orifZjuch a change results in a decrease in
BGS-FP customers’ rates, then any decrease in wegewould result in a reduction of
payments to BGS-FP suppliers. The parameters of wdastitutes a change in transmission

rates are specified in section 15.9 of the BGS-&pler Master Agreement.

In the summer, each BGS-FP supplier for an EDCivesethe Auction price for that
EDC times arEDC-specific summer factofor every kWh of load served. In the winter, each
BGS-FP supplier for an EDC receives the Auctiortefior that EDC times aBDC-specific
winter factor for every kWh of load served. The load servecBGS-FP supplier is equal to
the BGS-FP supplier’'s share (the number of tranglms times the size of the tranche) times
the EDC’'s BGS-FP Load. Table 1X-3 provides prammsl EDC-specific seasonal factors
updated for these Final Auction Rules. The fin&&specific seasonal factors will be

determined no later than 6 days before the Auctiod, once determined, will apply for the

® In its Order dated November 9, 2011, the Boamr@ged changes to the definition of final ordernfrahe
FERC and to section 15.9 of the BGS-FP SuppliertdétaBgreement to provide greater certainty regaydin
payments for changes in transmission rates, inctudkvised formula transmission rates.
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entire three years of the supply period. The Auctidanager will announce any revisions to

the EDC-specific seasonal factors.

TablelX-3. Provisional EDC-Specific Summer Factorsand Winter Factors

EDC PSE& G JCP& L ACE RECO
Summer Factor 1.0000 1.0000 1.0000 1.0000
Winter Factor 1.0000 1.0000 1.0000 1.0000

EDC-specific summer factors have historically bgesater than 1 while EDC-specific
winter factors have historically been less thamAs.was the case in the 2011 BGS-FP Auction,
for some of the EDCs, the current pattern of mapkietes results in atypical values where the
summer payment factor is less than one while thdewifactor is higher than one. The EDCs
will set the summer and winter factors to 1.0 fay &DC whose rate design methodology
results in atypical values. When both the sumnmer &inter factors are set to 1.0, BGS-FP
suppliers are paid the Auction price for that ERCdvery kWh of load served in all months of
the three-year supply period. The EDCs will updaese EDC-specific seasonal factors one
final time before the BGS-FP Auction. The final EBpecific seasonal factors will be
determined no later than 6 days before the Auctiod, once determined, will apply for the
entire three years of the supply period. The Awctlanager will announce any revisions to

the EDC-specific seasonal factors.

Example 1.°

The seasonal factors used in this example areuigroges of illustrating the payment to the
supplier and do not correspond to the seasonair&aut the previous table.

There are 7 ACE tranches in the Auction. SuppdS&’A summer factor is 1.0153 and its
winter factor is 0.9903.

A bidder at the Auction wins 2 ACE tranches atiagof 10.000¢/kWh. The size of each
tranche is 4.55% of the BGS-FP Load. Thus, thddriavill serve approximately 9.1% of
ACE’s BGS-FP Load between June 1, 2012 and Mag@15. The bidder receives 10.153¢
(10.000¢ x 1.0153) for each kWh of load servechemgummer and 9.903¢ (10.000¢ x 0.9903)
for each kWh of load served in the winter.

® All examples are for illustrative purposes. Bsi@nd bids are illustrative only.
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IX.A.4. Relianceon Product Definition, Payment Information, Rates, and Customer
Switching in These Rules

Information regarding the definition of a product the Auction and information
regarding the payment bases given in these Audiioles are solely for the convenience of
bidders and are not to be relied upon by biddérke BGS-FP Supplier Master Agreement
posted on the BGS Auction web site is the docuntiegit provides the official definitions of
products in the Auction and payment terms. Infdromaregarding rates paid by customers and
information on rules regarding the ability of custrs to switch from or back to BGS-FP given
in these Auction Rules are solely for the convetegeaf bidders and are not to be relied upon
by bidders. Board Orders as well as the tariffeath EDC are the documents that provide

official information in this regard.

| X.B. Beforethe Auction

IX.B.1. Information Provided to Bidders

The EDCs will have made data relating to BGS, B&S-#&nd BGS-CIEP available to
potential bidders in advance of qualification. Tata will be posted on the BGS Auction web

site, http://www.bgs-auction.com/bgs.dataroom.asp.

The EDCs will provide historical zonal data, cotisig of hourly load and daily
capacity and transmission peak load allocationsthe following load categories: BGS, total
retail, CIEP, BGS-CIEP, FP and BGS-FP. Data foiSB& and FP Loads will be derived as
residuals: for example, FP Load is equal to tatdil load less CIEP Load, and BGS-FP Load

is equal to the BGS Load less BGS-CIEP Load. Tdta ohclude associated zonal losses.

The EDCs will provide data for a historical perititat starts August 1, 2001 for
PSE&G, JCP&L, and ACE, and that starts on MarcBQD2 for RECO. From the start of the
historical period until May 31, 2004, the histoli@&GS-CIEP zonal data represent customers
taking BGS on the CIEP tariff in force during thené 1, 2003 to May 31, 2004 supply period.
Similarly, the historical CIEP data represent costes taking BGS-CIEP as well as customers
served by a third party supplier that were eligtioléake BGS on the CIEP tariff in force during
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the June 1, 2003 to May 31, 2004 supply periode Historical FP and BGS-FP zonal data are

then derived as residuals.

Starting with historical zonal data from June 1020the BGS-CIEP data for a given
month will represent customers who take BGS on GHeP tariff in force in that month.
Similarly, the CIEP data will represent customeakirtg BGS-CIEP, as well as customers
served by a third party supplier that are eligtioléake BGS on the CIEP tariff in force at that
time. For example, from June 1, 2007 to May 310&Qhe historical BGS-CIEP zonal data
represent customers taking BGS on the CIEP tarifbice during the June 1, 2007 to May 31,
2008 period, while starting on June 1, 2012, the&sBGBEP zonal data will represent customers
taking BGS on the CIEP tariff in force during thené 1, 2012 to May 31, 2013 supply period.
The FP and BGS-FP zonal data are then derivedsedueds. Historical zonal data will be

extended each month as new data become available.

The EDCs will also provide supplemental data tasadsdders. The EDCs will provide
historical hourly load and/or load profiles for theustomer classes and/or load profile groups
as well as historical customer counts by custontesscand/or load profile group. The EDCs
will provide size distribution information consistj of one-time customer counts and historical
aggregate energy usage for several groupings tbrogss who in the past were eligible to take
BGS on an FP tariff but who are or will be requitedtake BGS on a CIEP tariff. These
groupings may include: customers 750 to 999 kWOQ @ 1,249 kW, 1,250 to 1,500 kw, and
1,500 kW or greater. The EDCs will provide dataaasilable on large customers that the
Board may decide will no longer be eligible to t&8#&S on an FP tariff in the future. The
EDCs will provide monthly customer switching dataifhber of customers and estimated load)
as currently provided to the Board, as well as tanlthl historical customer switching data by
customer class. The EDCs will also provide infaiora on renewable energy portfolio

standards as well as data on renewable energydoonmitted supply.

No later than 10 days before interested parties &ipply to participate in the Auction,
the Auction Manager will announce tl&DC load caps a statewideload cap a statewide
maximum starting price and a statewideninimum starting price At the same time, the
Auction Manager will provide the MW-measure of edacmnche for each EDC, based on the
percentage of the FP Peak Load Share that a tramghiesents. An EDC load cap is a
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maximum number of tranches of BGS-FP Load thata@rgy/ bidder can bid and serve for that
EDC. The statewide load cap is a maximum numbéraoiches of BGS-FP Load that any one
bidder can bid in the Auction and serve statewidbe statewide load cap cannot exceed the
sum of the EDC load caps. An EDC load cap canwroeed the statewide load cap. The
statewide load cap limits the impact that any odedr may have on the Auction; an EDC load
cap limits an EDC’s exposure to default by any krspupplier in a given supply period. The
minimum and maximum starting prices establish #rege of possible starting prices for the
Auction: each EDC will choose a starting level fsrprice for round 1 of the Auction that is
between the minimum and the maximum starting priddse EDCs will agree on the statewide
load cap, and on the statewide minimum and maxirstarting prices. Each EDC will set its

EDC load cap. Board Staff and the Board Consultglhteview these decisions.

IX.B.2. Qualification Process

The application process is in two parts. All ietged parties that have no impediments
to meeting the PIJM LSE requirements can subniag 1 Application There is no state
licensing requirement. Interested parties willds&ed to submit financial information so that
the EDCs can assess their creditworthiness. Iitiaddeach interested party will be asked to
comply with other qualification criteria that whiave been agreed upon by all EDCs, including
agreeing to comply with the BGS-FP Auction Ruled agreeing to the terms of the BGS-FP
Supplier Master Agreement. Each interested paiity also be asked to agree that if the
interested party is successful in its Part 1 Agian it will keep confidential the list of other
successful applicants and it will not assign ights or substitute another entity in its place.
This is to ensure that the entity that agrees ® BIGS-FP Auction Rules in the Part 1
Application is also the entity submitting bids imetBGS-FP Auction, and to ensure that the
entity that agrees to the terms of the BGS-FP Sepplaster Agreement is the entity that will
execute the BGS-FP Supplier Master Agreement shbelihterested party become an Auction
winner. In accordance with these Auction Rulescexion of the BGS-FP Supplier Master
Agreement must occur within three days of Boardifteation of the Auction results and
within that period the Auction winner will demoretie compliance with the creditworthiness
requirements set forth in the BGS-FP Supplier Magtgreement. Such creditworthiness
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requirements will take into consideration all BGBligations held by the Auction winner,

including those from past BGS Auctions.

Applications must be submitted no later than rfoon thePart 1 Application Date
which will be no earlier than 10 days after the maxm and minimum starting prices have
been announced. Interested parties will be ndtidie to whether they succeeded in qualifying
to participate in the Auction no later than thresysl after the Part 1 Application Date. An
interested party that has qualified becomegsalified bidder The Auction Manager will send
simultaneously to each qualified bidder a list bfgmalified bidders, but the list of qualified
bidders will not be publicly disclosed. Interesptties, in their Part 1 Applications, will have
undertaken to maintain the confidentiality of thst lof qualified bidders, and to destroy
documents with this information provided by the Aol Manager within five days of the
Board deciding whether to approve the Auction rssals explained further in this document in

section IX.E.4 in the “Association and Confidentisflormation Rules”.

Qualified bidders that wish to participate in theicion must submit a&Part 2
Application to the Auction Manager. Only qualified biddersynsabmit Part 2 Applications.
Part 2 Applications must be submitted no later thaon on thePart 2 Application Date
which will be no later than 10 days before thetstaithe Auction. In the Part 2 Application,
qualified bidders will make a number of certificats to ensure compliance with the
association and confidential information portiontieése rules. These certifications, provided
in section IX.E.4 below, ensure that each qualitiedider is bidding independently of other
qualified bidders and ensure the confidentialityidbrmation regarding the Auction. Each
gualified bidder is also asked to agree to keepfidential the list of other successful
applicants; to agree that the submission of anycbe@dtes a binding and irrevocable offer to
provide service under the terms of the BGS-FP SepMaster Agreement; and not to assign
its rights or substitute another entity in its @acThis is to ensure that the entity that agrees t
comply with the Association and Confidential Infation Rules is also the entity submitting
bids in the BGS-FP Auction, and to ensure thatehgty that agrees that its bids create a

binding and irrevocable offer to provide servicedenthe terms of the BGS-FP Supplier

" Unless otherwise specified, all times are Eastéme Zone times.
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Master Agreement is also the entity that will execilne BGS-FP Supplier Master Agreement
should the qualified bidder become an Auction wimnéith their Part 2 Application, qualified
bidders will also be required to submitiadicative offerand to submit &#nancial guarantee

in proportion to their indicative offer.

A qualified bidder isassociatedwvith another qualified bidder if the two bidders have
ties that could allow them to act in concert ort ttauld prevent them from competing actively
against each other in the Auction. The competi@as of the Auction and the ability of the
Auction Process to deliver competitive prices mayhlarmed by the coordinated or collusive
behavior that associations facilitate. The Auctianager, who may rely, among other
factors, on the number of independent competitorset theAuction volume would be using
inaccurate information unless associations are didglosed in the Part 2 Application. The
Auction volume is the number of tranches that tB&CE plan to purchase through the Auction.
Associations may be considered in setting the Auactwolume and may be used in the
application of load caps. See section IX.E “Asatich and Confidential Information Rules”

later in this document for precise criteria.

Sanctions can be imposed on a bidder for failingliszlose information relevant to
determining associations, for coordinating with taeo bidder, or for failing to abide by any of
the certifications that the bidder will have madeits Part 1 and Part 2 Applications. Such
sanctions can include, but are not limited to, lafsall rights to serve any BGS-FP Load won in
the Auction by such bidder, forfeiture of financmarantees and other fees posted or paid,
prosecution under applicable state and federal,l@@barment from participation in future
BGS Auctions, and other sanctions that the Boarg coasider appropriate. For any failure to
disclose information or any violation of the ceditions, the Auction Manager will make a
recommendation to the Board on a possible sandiwh the Board will make the final

determination.

An indicative offer specifies two numbers of traesh The first number represents the
amount that the qualified bidder is willing to serat the maximum starting price on a
statewide basis (i.e., for all EDCs combined). $heond number represents the amount that

the qualified bidder is willing to supply at themimum starting price on a statewide basis. At
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each of the maximum and the minimum starting prites number of tranches indicated by the

qualified bidder cannot exceed the statewide l@gd ¢

Indicative offers are important in two respectsrtsi-the EDCs may use the indicative
offers to inform their decision in setting the rdub prices. Second, the number of tranches
indicated by the qualified bidder at the maximurartstg price determines the qualified
bidder’sinitial eligibility. As explained in the bidding rules in section@X3, a bidder will
never be able to bid in the Auction on a numbetrafiches greater than the bidder’s initial
eligibility. Thus, the qualified bidder is encogeal to state the maximum possible number of

tranches that it would be willing to serve.

All qualified bidders will also be required to pide their preliminary interest in each
EDC. The number of tranches for an EDC cannot exk¢ee EDC load cap. However, the
sum of the qualified bidder’s preliminary inter@steach EDC at a given prican exceed the
statewide number of tranches that the qualifiedidids willing to serve at that price, and it can
also exceed the statewide load cap. Informatian @ahqualified bidder provides regarding its
interest in any particular EDC has no effect omniahieligibility or subsequent bidding in the

Auction.

Example 2.

The EDC load caps are: 14 tranches for PSE&G;has for JCP&L; 3 tranches for ACE; and
1 tranche for RECO (i.e., RECO has no EDC load.caje statewide load cap is 21 tranches

A qualified bidder submits an indicative offer ofrAnches at the maximum starting price. Thg
qualified bidder’s initial eligibility is 9 tranclsg and the qualified bidder will never be able it
on more than a total of 9 tranches during the Awuncti

At the maximum starting price, the qualified biddeaty indicate a preliminary maximum intergst
in as many as 9 tranches for PSE&G, 9 tranche3@&&.L, 3 tranches for ACE, and 1 tranche
for RECO.

At the maximum starting price, the qualified biddetually submits, as its preliminary maximuym
interest in each EDC:

= 9O tranches for PSE&G,
= 4 tranches for JCP&L, and
= 2 tranches for ACE.

The bidder does not have a preliminary interesRaCO.
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This means that of the 9 tranches that the qudlifidder is willing to serve statewide, the
qualified bidder is willing to serve at most 9 bétn for PSE&G, 4 for JCP&L, and 2 for ACE.

The sum of the bidder’s preliminary maximum intéfaseach EDC at the maximum starting
price, 15 (9 + 4 + 2), exceeds the amount of theative offer at the maximum starting price (P).

Each qualified bidder must post a financial guaganin the form of a letter of credit (or
bid bond), proportional to its initial eligibilityA financial guarantee of $500,000 per tranche is
required. Letters of credit (or bid bonds) mustit@ form acceptable to the EDCs. Sample
letters of credit and sample bid bonds that are@eble to the EDCs will be posted to the
Auction web site. Depending upon the creditwortlss assessment made at the time of the
Part 1 Application, additional security may be reggd. Any such additional security must be
submitted in a form acceptable to the EDCs. Sampéit instruments for this additional

security will be posted to the Auction web site.

Example 3.

The maximum starting price is 16.000¢/kWh and thatstatewide load cap is 21 tranches. |A
qualified bidder submits an indicative offer ofr8riches at the maximum starting price. The¢
gualified bidder is advised at the time of quaétfion that it is required to submit a financial
guarantee of $500,000 per tranche but that noiadditsecurity is required.

174

The qualified bidder posts a financial guarante®19500,000, in the form of a letter of credi
(or bid bond). The letter of credit is in the stard form provided on the web site and is thugs
acceptable to all EDCs. The number of tranchekefndicative offer does not exceed the
maximum of the statewide load cap of 21 tranches.

For a Part 2 Application to be accepted, it muscbomplete, including its indicative
offer, preliminary interest in each EDC, financiglarantees and additional security (if
necessary). The financial guarantees and additiseeurity must be provided in a form
acceptable to all EDCs and must be sufficient teecdhe indicative offer at the maximum
starting price. If its Part 2 Application is actegh a qualified bidder becomegeyistered
bidder. The Auction Manager will send simultaneouslyetich registered bidder a list of all
registered bidders and the total initial eligilyilin the Auction. Neither the list of registered
bidders nor the total initial eligibility in the Ation will be released publicly. Qualified
bidders, in their Part 2 Applications, will havedentaken to maintain the confidentiality of the

list of registered bidders and the total initiagadility in the Auction, and to destroy documents
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with this information provided by the Auction Mareagwithin five days of the Board deciding

whether to approve the Auction results, as expthfnether in this document in section IX.E.

Financial guarantees and additional security @umeed) will remain in full force until
the Board has decided whether to approve the Awaisults and the bidder has won no
tranches, or until the Board has decided whethapfyove the Auction results and the bidder
has won tranches, has signed the BGS-FP SupplistelMAgreement, and has complied with
all creditworthiness requirements of that agreemeithe EDCs can collect the financial

guarantees if bidders fail to comply with theirightions.

BGS-FP suppliers must meet PJM LSE requirementldgtart of the supply period.

IX.B.3. Starting Prices

Three days before the Auction starts, the Auctioanifer informs all registered
bidders of each EDC'’s starting price, which will the price in round 1 of the Auction. Each
EDC's starting price will be no higher than thetastede maximum starting price and no lower
than the statewide minimum starting price. EachCEWIll set its own starting price in

consultation with the Auction Manager, Board Staftl the Board Consultant.

IX.B.4. Extraordinary Events

The EDCs, in consultation with the Auction ManagBpard Staff and the Board
Consultant, may determine that, due to extraorgieaents, the statewide maximum starting
price and the statewide minimum starting price meqrevision. In this event, the schedule
may also be revised. If the indicative offers halready been received, the Auction Manager
would request that the registered bidders (or tnadifged bidders if registration had not been
completed) revise their indicative offers on theibaf the revised statewide maximum starting

price and the revised statewide minimum startingepr

For such a revision to be necessary, an extraggdew@nt must occur between the time
at which the statewide maximum starting price dmal gtatewide minimum starting price are
announced (no later than 10 days before the Papplication is due) and the day on which the

Auction starts. The EDCs, in consultation with thection Manager, Board Staff and the
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Board Consultant, will agree that an event constiitan extraordinary event. Such events

could include, for instance, the advent of war.

If an extraordinary event occurs during that tirttegs EDCs will determine a revised
statewide maximum starting price and a revisecewsfde minimum starting price, and may
also determine a revised schedule. Board StafftaedBoard Consultant will review these
decisions. New indicative offers will be requirbfdm bidders. The determination of new
maximum and minimum starting prices, the submisssdnnew indicative offers, and if
necessary the announcement of new starting pnagésye carried out so as to afford bidders

sufficient time.

The EDCs, in consultation with the Auction ManagBoard Staff, and the Board
Consultant, may determine that, due to extraorglieaents, one or more of the EDC-specific

winter and summer factors require revision. Iis #went, the schedule may also be revised.

For a revision of one or more of the EDC-specifiecnser and winter factors to be
necessary, an extraordinary event must occur #feefinal EDC-specific summer and winter
factors have been announced but before the Audiarts. The Auction Manager would
provide the opportunity for new indicative offestie submitted on the basis of this revision.

The Auction Manager will provide bidders sufficigimhe to revise their indicative offers.
I X.C. Bidding Rules

We first present an overview of the Auction formaWe then proceed to explain the
bidding and other rules in detail.

[X.C.1. Overview of Auction For mat

The Auction is a simultaneous, multiple round, @esling clock auction. We can

explain this format’s features by simply “unpacKinigis terminology.

The Auction is called simultaneobgcause tranches for all the EDCs are put on offer
through the same auction. The Auction proceedsunds. In a round, the Auction Manager
announces a price for each EDC. Bidders bid byiginag the number of tranches that they are

willing to serve for each EDC at the prices annaahby the Auction Manager. If the number
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of tranches bid is greater than number of trancleesled for an EDC, the price for that EDC is

reduced for the next round. In the next roundgérd are given an opportunity to bid again.

The Auction is called a descending cloekiction because prices “tick down”
throughout the Auction, starting high and beinguasl gradually until the supply bid is just
sufficient to meet the load to be procured. Pritted tick down in a round decrease by a
decrementa decrement is a given percentage of the prepoas. Bidders holding the final
bids when the Auction closes are the winners.

Example 4.

There are 21 bidders in the Auction. The EDC loaols are: 14 tranches for PSE&G, 9
tranches for JCP&L, 3 tranches for ACE, and 1 tnenfor RECO (i.e., RECO has no EDC
load cap). Consider the following sample round.

ROUND 1

) # Tranches # Tranches Oversuppl
EDC Price(¢/kwWh) bid desired Excess supply ratigpy
PSE&G 16.000 79 29 50 0.714
JCP&L 16.000 37 20 17 0.243
ACE 16.000 9 7 2 0.036
RECO 16.000 1 1 0 0.000

The Auction Manager reduces the price for an ED@@afnumber of tranches bid is greater
than the number of tranches desired. The amouthiegbrice reduction depends on the
oversupply ratio, which is the ratio of the excegpply on that EDC to an estimate of the
maximum possible excess supply on that EDC, taking into accountdba excess supply in th
Auction. Roughly speaking, the larger the oversypgtio for an EDC, the larger is the
portion of maximum excess supply that is actuafiytleat EDC, and the larger is the price
decrease. A formula for the oversupply ratio svited in section IX.G.2.

In round 1, all bidders combined stand ready t@Bup9 tranches of PSE&G at a price of
16.000¢/kWh. The number of tranches bid (79) edsdle number of tranches desired (29
50 tranches. The price for PSE&G will tick down.

The actual excess supply on PSE&G is 50 tranchbs. maximum possible excess supply is
the total excess supply for all the EDCs in the thar; or 69 (50 + 17 + 2 + 0). If all the
excess bids in the Auction had been bid on PSE&E&G would have 69 tranches of exce
supply. The estimate of the maximum excess sujgeyg to calculate the oversupply ratio is
the upper bound of the range of total excess sugdplye Auction reported to bidders, which
70. Thus, the oversupply ratio for PSE&G is 0.73@/ 70). Roughly speaking, 71% of the
excess supply in the Auction is bid on PSE&G.

The calculation for ACE is similar. In round 1l bidders combined stand ready to supply 9

e

by

tranches of ACE at a price of 16.000¢/kWh. The henof tranches bid (9) exceeds the
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number of tranches desired (7) by 2 tranches. price for ACE will tick down.

The oversupply ratio is calculated in the same foagll other EDCs.

The actual excess supply on ACE is 2 tranches.AEd, the maximum possible excess
supply is not the total excess supply forthéd EDCs in the Auction (69 calculated above).
Indeed, with only twenty-one bidders in the Aucteord a load cap of 3 tranches on ACE, th
maximum possible number of tranches bid on ACE3i$§¥6x 21). The maximum possible
excess supply on ACE is 56 (63 — 7 = 56). For ABE,oversupply ratio is 0.036 (2 / 56).

The Auction Manager will lower the price in rounda2 every EDC except RECO, since for
every EDC except RECO the number of tranches iéedks the number of tranches neede

The largest decrement will be for PSE&G, which theslargest oversupply ratio, and the
smallest decrement will be for ACE, which has thmakest oversupply ratio.

In round 2 below, prices have fallen from rounad dll but RECO. The price for PSE&G,

which had the largest decrement from round 1 tielmost; the price for ACE, which had th
smallest decrement from round 1, fell the leastddBrs submit new bids at these prices. Th
total excess supply range reported to bidders-#8®mo0 that 60 is used as the measure of t
excess supply in calculating the oversupply ratio).

e

ROUND 2

. # Tranches # Tranches Oversuppl
EDC Price (¢/kWh) bid desired Excess supply ratigpy
PSE&G 15.342 61 29 32 0.533
JCP&L 15.839 40 20 20 0.333
ACE 15.920 9 7 2 0.036
RECO 16.000 5 1 4 0.200

Each EDC has more tranches bid than tranches deslilge Auction Manager will calculate
the decrement for each EDC from that EDC’s overburgiio and lower the price of each
EDC for the next round accordingly.

Although we describe the main points of the AuctiRules in more detail below, four

aspects should be briefly highlighted at the out3étese are as follows:

1. Winners for each EDC are not determined until tldgling has closed for all EDCs.

When the number of tranches bid in a round for B Eloes not exceed the number of

tranches desired, the price for that EDC will nimk tdown for the next round.

However, as the Auction progresses and the primethé other EDCs tick down, some

bidders may re-assign tranches and increase théeruoh tranches bid on that EDC,

which may cause the price for the EDC to tick dagain. Hence, the winners cannot
be determined for any one EDC until bidding stapsall EDCs. There is no matching
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of suppliers to customers during the course ofithetion or selection of winners by the
Auction Manager. It is only at the end of the Aaotthat suppliers reveal themselves

to be winners by not withdrawing from the Auction.

2. If a bidder bid on an EDC in the preceding round #re price for the EDC’s tranches
did not tick down for the current round, the biddannot reduce the number of tranches
bid for that EDC in the current round, either thgbua withdrawal or a switch (these
terms are defined in sections 1X.C.4.b and 1X.Q.4A&ny bid is a binding obligation to
accept the BGS-FP supply responsibility at thegpatwhich the bid was made for the
three-year supply period. The bidder may be ableduce the number of tranches bid
on that EDC later in the Auction. If other bidd@rsrease their number of tranches bid
on the EDC (because its price has remained highivelto the prices for other EDCSs)
and cause the price for that EDC to tick down, hidder will once again be able to

reduce the number of tranches bid on that EDC.

3. Bidders can never increase the total number othas they bid during the Auction. If
a bidder does not bid a tranche in the first rouhdf tranche cannot be bid later on.

Once a tranche is withdrawn, it can never be baimag

4. All bidders that win tranches for a particular ER@d are authorized as suppliers by the
Board receive the same price per kWh of load sefgedhat EDC during the supply

period.

IX.C.2. Round Phases and Bidding Day

Each round of the Auction is divided into three g¢® aidding phase,a calculating
phase,and areporting phase

In the bidding phase of the round, bidders plaas.bi To be valid, a bid must be
submitted and verified in the bidding phase andcg@sesed by the Auction software. Bidders
should allow time within the bidding phase of theumd for submission, verification, and
confirmation of the bid by the Auction softwareheltime-stamp of a bid is the time at which
the bid is confirmed. A bidder that submits a inich round may change this bid as long as the
bidding phase of the round is still open. The Vadid bid by the bidder in the round becomes a

firm offer to supply that cannot be rescinded.
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In the calculating phase of the round, the Auctitenager tabulates the results of that
round’s bidding phase and calculates the priceshi@mext round. During this phase, bidders
cannot submit bids and bidders do not yet havesaciethe results from that round’s bidding
phase.

In the reporting phase of the round, the Auctiomitger informs bidders that are still
in a position to win at the Auction of the resuifsthat round’s bidding phase. All Auction
results are confidential as explained below inieactX.E.3. Bidders are informed of the
going pricesfor the next round’s bidding phase and are pravidéh a range of total excess
supply left in the Auction. The going prices imraund are the prices at which the Auction
Manager solicits bids in the bidding phase of tloaind. (Total excess supply is defined more
precisely in section IX.C.5 and information prowdeoncerning total excess supply is
specified in more detail in section IX.C.7 belowA) bidder receives no information regarding
another bidder’s bid. Each bidder privately reesithe results of its own bid from that round,

indicating to each bidder its obligation at thisrpgan the Auction.

A typical schedule for a bidding day will have awher of rounds in a morning session,
a lunch break, and then a similar number of rowsalgeduled in an afternoon session. The
round times will speed up over the course of thetdn as bidders become more familiar with

the process and bidding becomes more routine.
IX.C.3. Round 1of the Auction

| X.C.3.a. Definition of aBid

A bidder selects how many tranches it wants toeséov each EDC at the round 1

prices. In round 1, bid then consists of four numbers:

= anumber of tranches that the bidder wants to supplPSE&G at the PSE&G round 1

price;

= a number of tranches that the bidder wants to supplJCP&L at the JCP&L round 1
price;

= a number of tranches that the bidder wants to sufgsl ACE at the ACE round 1
price; and

= a number of tranches that the bidder wants to sufgplRECO at the RECO round 1
price.
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The EDCs are always ranked in decreasing orderedfdanche targets a tranche target is the

number of tranches needed for a given EDC.

The number of tranches that a bidder chooses ®IERC may or may not be the same
as the number of tranches that the bidder choasembther EDC. A number of tranches is an
integer (0,1,2,...). A number of O (zero) for one &eans that at the round 1 price for the
EDC the bidder does not want to supply any of ttSH-P Load for that EDC.

Example5.

Suppose that the round 1 prices are:

EDC PSE&G JCP&L ACE RECO
Price (¢/kWh) 14.750 15.000 15.000 15.000

Then (10, 0, 3, 1) isaround 1 bid and it indisateat the bidder stands ready to supply 10
PSE&G tranches, no JCP&L tranches, 3 ACE tranciress,1 RECO tranche at the round 1
prices.

EDC PSE&G JCP&L ACE RECO
Price (¢/kWh) 14.750 15.000 15.000 15.000
Bid (tranches) 10 0 3 1

IX.C.3.b. Bidding Phase

The Auction Manager informs bidders of the starorges for each EDC three days
prior to the Auction; these starting prices areghees in force, or the going pricésr round 1
of the Auction. The going prices in a round are prices at which the Auction Manager

solicits bids in the bidding phase of that round.

Any bid submitted in round 1 must satisfy two cdiugtis; the first condition relates to
the total number of tranches bid while the secatdtes to the number of tranches bid for any
one EDC. First, the total number of tranches fidnot exceed the bidder’s initial eligibility.
As explained in section 1X.B.2, the bidder’s inlitedigibility is equal to the number of tranches
in the bidder’s indicative offer at the maximumrstey price. As the bidder’s indicative offer
cannot exceed the statewide load cap, the biddet’automatically satisfies the statewide load

cap. Second, the number of tranches bid for aeyEINC cannot exceed the EDC load cap.
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Example 6.

The EDC load caps are: 14 tranches for PSE&&rectres for JCP&L, 3 tranches for ACE,
and 1 tranche for RECO (i.e., RECO has no EDC tzga). The statewide load cap is 21
tranches.

Bidder A submitted an indicative offer of 20 traeshat the maximum starting price. Bidder
A’s initial eligibility is 20 tranches.

Bidder A’s bid in round 1 is (10, 3, 3, 1). Thisllsatisfies all requirements:

* Intotal, Bidder A is bidding on 17 tranches, whaies not exceed Bidder A’s initial
eligibility of 20 tranches.

* For each EDC, Bidder A is bidding on a number ahthes that does not exceed that
EDC load cap. For example, Bidder A is biddingahthes for ACE, which does not
exceed the EDC load cap of 3.

As explained further in section 1X.C.9, the biddiplgase in round 1 is automatically
extended for the convenience of bidders. If a dideéquests an extension in round 1, it will

run concurrently with the automatic extension.

IX.C.3.c. Calculating Phase, Reporting Phase and Potential Volume Cutback

The calculating phase of round 1 immediately folotve extended bidding phase. In
the ordinary course of events, the Auction Manageiews the results and sets the prices that
will be in force in round 2 of the Auction. Roufidmoves to the reporting phase and the
Auction Manager reports to bidders the resultsidtling in round 1 as well as the round 2
prices. The price for an EDC is the same as thedd price when the number of tranches bid
in round 1 is insufficient to fill the tranche tatgior the EDC, or when the number of tranches
bid for the EDC is just equal to the tranche tafgetthe EDC. The price for an EDC ticks
down when the number of tranches bid on that EDé2eds its tranche target. Details on the
amount by which the price in each round is redwaredgiven in section IX.G.2. The Auction
Manager also provides to bidders an indicationhef total excess supply in the Auction in
round 1, as explained in section IX.C.7. A bid@enot provided any information regarding

any other individual bidder’s bids.

The Auction Manager may call a pause in the Auctianng the calculating phase of
round 1. This pause is calledime-out(see section I1X.C.9 for additional details on tim4s).

The Auction Manager will call this time-out if thuction Manager needs to consider whether
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to cut back the Auction volume to ensure the coitipehess of the Auction. It is not expected
that the Auction Manager would revise EDC load capthat time except if the new tranche
target would fall below the EDC load cap, but thechon Manager retains the discretion to
make revisions to the EDC load caps based on thgegk Auction volume. It is not expected
that the Auction Manager would revise the stateviode cap, but the Auction Manager retains
the discretion to make such a revision based orrdhised Auction volume, and will do so

when the reduced Auction volume falls below theestéede load cap.

As soon as practicable during the time-out, thetidacManager will either announce
that the Auction volume will not change, or willreounce the revised Auction volume, the
revised tranche target for each EDC, the revisatbwide load cap (if applicable), and the
EDC load caps (if applicable).

As soon as practicable during the time-out, thetidbacManager will start the reporting
phase of round 1. The Auction Manager will regorthe bidders the prices in force for round
2 as well as an indication of the total excess juppthe Auction in round 1. (Total excess
supply is defined in section IX.C.5.) The mannewimch the tranche targets for the EDCs will
be changed on the basis of the revised Auctionmelwill be announced no later than 10 days

before the Part 2 Application is due.

If an EDC load cap is reduced, and if a bidder'mbar of tranches bid on that EDC is
greater than the reduced EDC load cap, then théidkuManager reports that the bidder has a
number of tranches bid on the EDC just equal tordteiced EDC load cap. The Auction
Manager also reports that the tranches that theéebidad bid on that EDC in excess of the
reduced EDC load cap can be freely bid on any BEb@und 2. From round 1 to round 2, the
bidder does not lose the eligibility associatechwiite tranches that were bid in excess of the
reduced EDC load cap. If the statewide load capdsiced because it exceeds the reduced
Auction volume, the Auction Manager reports to ddar whose eligibility is greater than the
reduced statewide load cap that the bidder’'s b&ddeen adjusted to conform to the reduced

statewide load cap. The bidder withdraws any exeégibility in round 2.

If the Auction volume is cut back, each EDC willprament aContingency Planfor its
tranches that have been removed from the Auctldnder their Contingency Plans, the EDCs
will purchase necessary services to serve BGS-F&d lfor one year, including installed
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capacity, energy, transmission, and ancillary sewvithrough PJM-administered markets.
Pursuant to these Contingency Plans, which areridescin more detail in the Company
Specific Addenda, the EDCs will not negotiate cacis with suppliers for BGS-FP Load after
the Auction.

The Auction Manager will use a confidential segafdelines approved by the Board to
decide whether to cut back the Auction volume anddétermine the magnitude of any
necessary cutback. If the Auction volume is cutkbat will be cut back to the number of
tranches bid in round 1 divided by a parameteedaihetarget eligibility ratio (a desired ratio
of tranches bid to the Auction volume). The preaialue of this parameter depends on various

factors, such as the number of bidders and chaistate of individual bids.

Example 7.

In the bidding phase of round 1, the Auction volumB7 tranches (this is the sum of the
tranche targets for all EDCs in the Auction: 290++27 + 1 = 57). Suppose that a total of 72
tranches are bid. Further, suppose that givenuhnaber of bidders and the characteristics of
the bids, the Auction Manager sets the targetlslityi ratio at 1.5.

The actual eligibility ratio is approximately 1.262 / 57). The Auction Manager reduces th
Auction volume to attain the target eligibility i@bf 1.5 by cutting back the volume by 9
tranches to 48 tranches (72 / 1.5 = 48).

v

After the volume cutback, there will be 1.5 trarch®ed for every tranche to be purchaged
through the Auction (72 / 48 = 1.5).

The Auction Manager may further cut back the Auttolume on the basis of the bids
as the Auction progresses, in accordance with trdidential guidelines approved by the
Board. If such a revision is necessary to ensumdrapetitive bidding environment, the
Auction Manager will call a time-out during the callating phase of a round. As soon as
practicable during the time-out, the Auction Mamagal advise the bidders of the revised
Auction volume, the revised tranche target for eBETC, the revised statewide load cap (if
applicable), and the revised EDC load caps (ifiapple).

No later than three days before the start of thetido, the Auction Manager may
release further information regarding the possualkeies of the target eligibility ratio and the
circumstances under which a second volume cutbagkla undertaken.
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IX.C.4. Biddingin Round 2

IX.C.4.a. Bid and Eligibility
A bidder selects how many tranches to serve froch &DC at the round 2 prices.

As stated in the introduction to the Auction fornmatsection IX.C.1, a bidder cannot
increase its total number of tranches bid at thmda2 prices from its total number of tranches
bid in round 1. This is more generally expressgddying that the bidder cannot exceed its
eligibility. A bidder’s eligibility in round 2 is the bidder'total number of tranches Bith
round 1. As in round 1, the number of tranchesdrichny one EDC cannot exceed the EDC
load cap for the EDC.

A bidder can always select the same number of éor each EDC in round 2 as in
round 1. A bidder that wishes to change the nurnb&anches bid on a given EDC can reduce
the number of tranches bid as long as the pricéhitrEDC has ticked down. Suddductions
in the number of tranches bid on an EDC for which price has ticked down can be in the
form of awithdrawal or aswitch A bidder reduces the number of tranches bid f&BC
through a withdrawal when the bidder is reducing tumber of tranches bid on an EDC, not
increasing the number of tranches bid on other ER64 thus reducing the number of tranches
bid in total. A bidder reduces the number of treegbid on an EDC through a switch when the
bidder is re-assigning the total number of trandhidsso that the number of tranches bid on
one or several EDCs is reduced, but the numbeanthes bid on other EDCs is increased by
the same amount. If a bidder re-assigns tranthegotal number of tranches that the bidder
bids on at least one EDC will increase, but theltoumber of tranches bid on all EDCs cannot
increase. This is explained in more detail beloweactions 1X.C.4.b and IX.C.4.c.

In addition to specifying the number of tranchest th bidder is prepared to serve for
each EDC, fully specifying a bid in round 2 may uiq the bidder to providsewitching
priorities or exit prices(defined below). A bidder is required to provisleitching priorities
when increasing the total number of tranches bitlhanor more EDCs, as explained in section

8 Given that the bidder's round 1 bid satisfied stetewide load cap, and given that the bidder agimarease its
total number of tranches bid, the bidder’s bid wiltisfy the statewide load cap in all subsequamtas.
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IX.C.4.c. A bidder is required to provide exit @es if a bidder is reducing the number of
tranches bid on an EDC through a withdrawal, asa@x@d in section 1X.C.4.b.

In reporting to the bidder the result of its bid time reporting phase, the Auction
Manager will always report that it accepts a biat tis unchanged. The Auction Manager may
disallow reductions that a bidder wants to makenfam EDC. The Auction Manager retains
withdrawn tranches if, by accepting all reductidrsn withdrawals and switches, the tranche
target for that EDC would no longer be filled. TAaction Manager denies reductions from
switches if, after retaining all withdrawn tranchesm that EDC, accepting all reductions from
switches would prevent the tranche target for #HRC from being filled. To fill the tranche
target of an EDC, the Auction Manager first takesc¢hes that are bid at the round 2 price,
then retains tranches that bidders want to withdeand finally denies reductions from switches
that bidders have requested, as necessary. Asiea@lin more detail below, the Auction
Manager retains tranches that a bidder has withdetvthe exit price named by the bidder and
keeps switches that must be denied at the lase @micwhich the bidder freely bid these
tranches.

IX.C.4.b. Reductionsthrough Withdrawals

A bidder can withdraw tranches from an EDC onlythé price for that EDC has
decreased from round 1 to round 2. If, instead,ghice for an EDC has not changed from
round 1 to round 2, then the bidder’s offer in r@uh at that price is still standing, and the
bidder cannot bid on fewer tranches for that ED@at(unchanged) going price. As explained
below, a bidder can always bid more tranches foEBE whose price has not changed from
round 1 by reducing the number of tranches froneloBEDCs whose prices have ticked down

and switching them to the EDC whose price hasioked down.

A bidder that withdraws one or more tranches freanE®C must name an exit price for
those tranches. A bidder names an exit price vithieid one or more tranches at the previous
going price but is unwilling to bid these tranctedsthe current going price. A bidder that
withdraws several tranches previously bid at thendol price for a given EDC must specify
the same exit price for all tranches from that ED&h exit price must be less than or equal to
the last price at which the tranches were freelly(lsi round 2, this is the price in round 1) and

must be higher than the EDC’s going price (in ro@ydhis is the round 2 price, a price at
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which the bidder is no longer willing to bid theariches being withdrawn). A bidder that

withdraws tranches from more than one EDC can §padlifferent exit price for each EDC.

An exit price enables the Auction Manager to deteemwhich bidder would have
remained ready to serve an EDC had the price tidkseh continuously rather than in lumpy,
discrete decrements. The Auction Manager reliesxanprices when tranches are withdrawn
from an EDC and when the number of tranches bithahEDC at the round 2 price falls short
of that EDC’s tranche target due to reductions freithdrawals and possibly also due to
reductions from switches. The tranches with loext prices are retained first, and they are

retained at the exit price that the bidder has mame

If, to fill the last tranches of the tranche targétan EDC, the Auction Manager must
retain some but not all the tranches from two orermdders that named the same exit price,
then the Auction Manager, for each tranche to h&mred, will choose at random the bidder
whose tranche is retained. Thus, for the firshdhe needed at the tied exit price, the
probability that a particular bidder is chosenhis humber of tranches that the bidder has bid at
the exit price divided by the total number of traes bid at the exit price. If a second tranche
is needed at the exit price, the Auction Manageiragill choose at random a bidder whose
tranche will be retained. The probability that amye bidder is chosen is the number of
tranches that the bidder has bid at the exit parw that have not yet been retained divided by
the total number of tranches bid at the exit paoel that have not yet been retained. The

Auction Manager repeats this procedure until thadhe target for the EDC is filled.

A bidder that withdraws tranches from an EDC lo#es eligibility associated with
these tranches, and forfeits the right to bid theseches for the remainder of the Auction on
any EDC. Eligibility is lost even if the withdrawtnanches are retained. Eligibility is always

lost as a result of withdrawing tranches.
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The round 1 prices and the round 1 bid for Bidderr&

EDC PSE&G JCP&L ACE RECO
Round 1 Price (¢/kWh) 16.000 16.000 15.750 16.00d
Bid (tranches) 10 1 3 1

The round 2 prices are:

EDC PSE&G JCP&L ACE RECO
Round 2 Price (¢/kWh) 16.000 15.680 15.120 16.00d

Bidder A cannot bid fewer tranches for PSE&G or REG round 2 because the prices for
these two EDCs have not fallen from round 1.

Bidder A reduces the number of tranches bid for A@E 3 to 2. The bidder enters an exit
price of 15.566¢/kWh, which is between 15.750¢/kavild 15.120¢/kWh. (The exit price cou
have been equal t015.750¢/kWh but not equal ta208/kWh.)

Id

IX.C.4.c. Reductionsthrough Switches

When a bidder is switching and not withdrawing,iéder is simultaneously decreasing

the number of tranches bid for one or more EDCsinagkasing the number of tranches for

one or more EDCs while leaving the total numbetrahches bid the same. As in the case

when the bidder is reducing the number of trandhidson an EDC because the bidder is

withdrawing tranches, the bidder can reduce the bmunof tranches bid on an EDC by

switching only if the price for that EDC has deaeé in round 2. Again, if instead the price
for an EDC has not ticked down, then the biddenoaibid fewer tranches on that EDC (i.e.,
the bidder cannot withdraw tranches or switch tn@sdrom that EDC).
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The EDC load caps are: 14 tranches for PSE&G;has for JCP&L; 3 tranches for ACE;
and 1 tranche for RECO (i.e., RECO has no EDC tzgu). The following are the round 1 and
round 2 prices and the bids for Bidder A:

EDC PSE&G JCP&L ACE RECO
Round 1 Price (¢/kWh) 16.000 16.000 15.750 16.00¢
Bid Round 1 (tranches) 7 4 3 1
Round 2 Price (¢/kWh) 16.000 15.680 15.120 16.00¢
Bid Round 2 (tranches) 9 4 1 1

In round 2, Bidder A is increasing by 2 the numbiietranches bid on PSE&G. Also, Bidder A
is reducing by 2 the number of tranches bid on AGknhce the total number of tranches bid |s
the same (15), the bidder is switching. Bidderaf ceduce the number of tranches bid on
ACE since its price has decreased in round 2. @iddcan bid for more tranches of PSE&G
(the number of tranches bid for PSE&G in round [es$s than the EDC load cap). If the prige
for an EDC does not change, a bidder cannotdwer tranches but can bitlore tranches for
that EDC.

When (and only when) a bidder is increasing the lmemof tranches bid at the going
price on more than one EDC, the bidder must speafyitching priority. A switching priority
is a rank assigned to each of the EDCs on whiclbithger is increasing the number of tranches
bid. The Auction Manager will use this switchingagpity only when accepting some, but not
all, reductions involved in a switch that the bidthas requested. The Auction Manager will
use this switching priority only when, to keep aBD@Es tranche target filled, the Auction
Manager must retain all tranches that were withdrawt of that EDC and must deny some,
but not all, reductions from that EDC that comanrira bidder’s switch. The Auction Manager
first increases the number of tranches bid of tBECHO which the bidder has assigned the
highest priority (1 is the highest priority). Theitches that the Auction Manager denies to fill
the tranche target of an EDC are retained at tiee @t which they were last freely bid (in

round 2, this is the round 1 price).

If a bidder intended to reduce the number of trasdbid on an EDC through a switch,
some or all of these reductions may be denied. Ailngtion Manager will deny reductions
from switches if the number of tranches bid atdbang price, and the number of tranches that
can be retained from withdrawals, are not togetudficient to fill the tranche target of an
EDC. If the Auction Manager must deny one or salvexductions from switches from two or
more bidders, the Auction Manager chooses at rartlerbidder whose switch will be denied.
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For each tranche of the target that must be fitledlenying a reduction from a switch,
the Auction Manager chooses at random the biddese/iswitch is denied. Thus, for the first
switch that must be denied, the probability that Auction Manager chooses a tranche bid by a
particular bidder requesting a switch is the nundfg¢ranches by which the bidder’s bid on the
EDC is reduced by the switch and that could beeatErdivided by the total number of tranches
by which the number of tranches bid on the EDCetduced by switches from all bidders and
that could be denied. If a second switch mustéreat, the Auction Manager again chooses at
random the bidder whose switch will be denied. Phebability that the Auction Manager
chooses a tranche bid by a bidder requesting &lsugtthe number of tranches by which the
bidder’s bid on the EDC is reduced by the switcd #rat could have, but have not yet been
denied, divided by the total number of tranchesmiych the number of tranches bid on the
EDC is reduced by all switches from bidders and ¢bald have, but have not yet been denied.
The Auction Manager repeats this procedure ungiltthnche target for the EDC is filled. The
Auction Manager continues to report that some bofthese switches are being denied in

subsequent rounds as long as they are still negedéddthe EDC'’s tranche target.

Example 10.

Bidder B submits the following bid in round 2 afthrs history in round 1:

EDC PE&G JCP&L ACE RECO
Round 1 Price (¢/kWh) 16.000 16.000 15.750 16.00¢
Round 1 Bid (tranches) 7 4 2 1
Round 2 Price (¢/kWh) 16.000 15.680 15.120 16.00¢
Round 2 Bid (tranches) 8 2 3 1

increase on ACE.

price at which the tranche was freely bid.

In round 2, Bidder B is increasing the number ahthes bid on ACE and PSE&G while
reducing the number of tranches bid on JCP&L. &the total number of tranches bid is the
same (14) in both rounds, the bidder is switchiBgdder B gives the switching priority to the

If the Auction Manager will allow one of Bidder Btsductions but needs to deny the other,
then the increase for ACE will be allowed and theease for PSE&G will not be allowed.
The denied switch will remain a JCP&L tranche vathprice of 16.000¢/kWh, which is the la

U7
—+
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IX.C.4.d. Withdrawing and Switching Tranches Simultaneously

If a bidder is both switching and withdrawing, alder can reduce tranches from a
particular EDC only if the price for that EDC hascdeased in round 2. Additionally, if the
bidder is switching and withdrawing, the bidder nisey asked to specify which tranches are
being withdrawn and which tranches are being swidchThe bidder would be asked for this
additional information, for instance, when the ladds switching and withdrawing, and the
bidder is reducing the number of tranches bid forarthan one EDC. The tranche or tranches

that the bidder specifies to be withdrawn are thadhe(s) for which the bidder will name an

exit price.

Example 11.
Bidder C submits the following bid in round 2 afteis history in round 1:
EDC PE&G JCP&L ACE RECO
Round 1 Price (¢/kWh) 16.000 16.000 15.750 16.00¢
Round 1 Bid (tranches) 10 3 3 0
Round 2 Price (¢/kWh) 15.760 16.000 15.120 16.00¢
Round 2 Bid (tranches) 9 4 1 1

Bidder C bids a total of 16 tranches in round 1 ABdranches in round 2. Bidder C is
withdrawing 1 tranche and will name an exit prioethat tranche.

Since Bidder C reduces the number of tranchesdriddth PSE&G and ACE, Bidder C’s
intentions are not clear unless the Auction Manag&s Bidder C for additional information
Indeed, it could be that Bidder C is withdrawingdnche from PSE&G and switching the
remaining tranches. Or it could be that Biddes @ithdrawing 1 tranche from ACE and
switching the remaining tranches.

Bidder C is asked to select whether it is withdrayva tranche from PSE&G or ACE. Bidder
C selects that it is withdrawing a tranche from BRSEand is asked to name an exit price for
this tranche. Since Bidder C is increasing the Imemof tranches bid for more than one EDC
(JCP&L and RECO), Bidder C is also asked for sviitglpriorities. Bidder C assigns the
first priority to RECO.

IX.C.5. Calculating and Reporting Phasesin Round 2

The calculating phase starts immediately afterlineling phase. Once the Auction
Manager has tabulated and reviewed the resultsrgperting phase begins. The Auction

Manager informs all bidders of the round 3 price &ach EDC. The Auction Manager
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provides to all bidders a range for tio¢al excess supplyn the Auction for round 2. The total
excess supply in the Auction is the sum, over 8CE for which the number of tranches bid
exceeds the tranche target, of the excess sugpfi¢gise individual EDCs, plus free eligibility,
which is defined below in section IX.C.6. The rarg total excess supply reported to bidders
will change as the Auction progresses. When &takss supply is high, this range will count
as few as 5 integers; as total excess supply dexsethe range will become wider and count 10
or more integers. The exact ranges of total exsepply provided as the Auction progresses

are specified in detail in section IX.C.7.

In addition to what the Auction Manager tells alliiders about the general progress of
the Auction, the Auction Manager reports privatelyeach bidder the outcome of its own bid.
(The Auction Manager never reports the bid of oideldr to another bidder.)

If the round 2 bid is unchanged from round 1, aetjuested reductions (from switches

or withdrawals) all have been granted, the Auchtanager reports the bid made in round 2.

If the bidder intended to reduce the number ofdines bid on an EDC by withdrawing
tranches and some or all of these tranches aneed{ahe Auction Manager informs the bidder
of the number of withdrawn tranches that are bewtgined and the price at which these
tranches are retained. This can occur only if EEC’'s number of tranches bid in round 1
exceeded its tranche target while the number afchras bid at the round 2 price is not
sufficient to fill its tranche target. The pricevehich the withdrawn tranches are retained is the
exit price. The Auction Manager will continue &port that some or all of these tranches are

being retained in subsequent rounds as long asatieeyeeded to fill the EDC’s tranche target.

If a bidder intended to reduce the number of trasdbid on an EDC through a switch,
but if some or all of these reductions are dertieel Auction Manager informs the bidder of the
number of tranches for which the switch is deni&tie price at which a switch is denied is the
last price at which the tranche was freely bid.rdand 2, this price is the round 1 price. A
switch can be denied only if, for the EDC from whitie number of tranches bid is reduced,
the number of tranches bid in round 1 exceedettatehe target, and the number of tranches
bid at the round 2 price plus the retention otlal withdrawals from the EDC are not sufficient

to fill the tranche target.
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Bidders A, B and C are the only bidders biddingtfanches of PSE&G, for which the trang
target is 29. None of these bidders are biddinRB&O. Their bids in rounds 1 and 2 are

he

given below:

EDC PSE&G JCP&L ACE
Tranche Target 29 20 7
Round 1 Price (¢/kWh) 16.000 16.000 15.750
Bidder A Bid (tranches) 10 0
Bidder B Bid (tranches) 10 0
Bidder C Bid (tranches) 10 0
Round 2 Price (¢/kWh) 15.920 15.680 15.750
Bidder A Bid (tranches) 9 1 0
Bidder B Bid (tranches) 8 1 1
Bidder C Bid (tranches) 10 0 0

Bidder A switches, increasing the number of trasdhid on JCP&L to 1 and reducing the
number of tranches bid on PSE&G. Bidder B is alwdching. Bidder C’s bid remains the
same. In total, 3 fewer tranches are bid on PSE&e number of tranches bid on JCP&L
and ACE are both increased. Bidder B gives ACEsthiéching priority.

No other bidders bid on tranches for PSE&G in rolirat in round 2. In round 1, PSE&G’S
tranche target is more than filled with 30 tranchigsat the round 1 price. In round 2, the 27
tranches bid at the round 2 price are insufficterftll the tranche target. The Auction
Manager must deny 2 of the intended switches.

Two of the three reductions from PSE&G must be e@niFor the first tranche that must be
filled by denying a switch, the probability thatcbabidder is chosen is 1/3 for Bidder A and
2/3 for Bidder B. Bidder B is chosen at randonihe Ruction Manager repeats the procedyre
for the second tranche that must be filled by degw switch. The probability that each
bidder is chosen is 1/2 for Bidder A and 1/2 fodder B. Bidder A is chosen at random.
This means that the Auction Manager denies Biddis Atended switch and that Bidder B
allowed to switch 1 of the 2 tranches requestedld® B gave ACE the switching priority.
Adding the 2 denied switches to the 27 tranchesabttle round 2 price fills PSE&G’s tranche
target.

S
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EDC PSE&G JCP&L ACE
Round 1 Price (¢/kWh) 16.000 16.000 15.750
Round 2 Price (¢/kWh) 15.920 15.680 15.750

. 9 @ 15.920¢
Report to Bidder A 1 denied switch @ 16.000¢  ° 0

. 8 @ 15.920¢
Report to Bidder B 1 denied switch @ 16.000¢ 0 1@15.750¢
Report to Bidder C 10 @ 15.920¢ 0 0

The Auction Manager reports to Bidder A that itstelwwas denied. The Auction Managetr
also reports to Bidder A that it has 9 PSE&G traschid at the round 2 price of 15.920¢/k\\Vh
and 1 denied switch, a PSE&G tranche at the roumtcg of 16.000¢/kWh. The Auction
Manager reports to Bidder B that Bidder B has Bdines of PSE&G bid at the round 2 price
of 15.920¢/kWh and 1 denied switch, a PSE&G traratttbe round 1 price of 16.000¢/kWHh.
The Auction Manager reports to Bidder B that BidBdras 1 ACE tranche bid at
15.750¢/kWh (because of the switching priorityheTAuction Manager also reports to
Bidder C that Bidder C has 10 tranches of PSE&Gabithe round 2 price.

IX.C.6. Round 3and All Subsequent Rounds
Rounds start with a bidding phase. When an ED@tepn a round has ticked down

from the previous round, a bidder is free to mamits number of tranches bid on the EDC or
reduce its number of tranches bid on the EDC. Alse bidder can increase its number of
tranches bid on an EDC if the bidder has tranclg¢®i another EDC for which the price has
ticked down. When an EDC'’s price has not tickesvldrom the previous round, a bidder

must maintain its number of tranches bid on the E®QGhe bidder can increase its number of
tranches bid on the EDC (subject to the conditimt poted). To fully specify a bid, in certain

circumstances the bidder will be required to prevekit prices and switching priorities as

explained in sections IX.C.4.b and 1X.C.4.c.

At all times, the total number of tranches bid bpidder cannot exceed the bidder’s
eligibility. The bidder’s eligibility for a rounds its eligibility at the start of the previous rali
minus the number of tranches that the bidder wawdirom the Auction in the bidding phase
of the previous round. The total number of traisdbiel by a bidder includes tranches bid at the

going prices and denied switches that are ketealkaist price at which they were freely bid.
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At all times, the number of tranches that a bidorld win for an EDC cannot exceed
the EDC load cap. In any given round, the numlderamches bid by a bidder at the going
price for an EDC, the number of reductions fromtehes denied from that EDC, and the
number of withdrawals retained for that EDC cantogether exceed the EDC load cap. The
number of withdrawals retained for an EDC countsai@ determining whether a bidder is
within the EDC load cap, but a bidder can alwaysoske to replace retained withdrawals with
tranches bid at the going price (i.e., the currenind price at which the Auction Manager is
soliciting bids). If a bidder has retained withdeds for the EDC and the bidder wishes to
switch into the EDC in a manner that would exceleel EDC load cap, then the bidder’'s
tranches bid at the going price will replace jusiowgh of the bidder's own retained
withdrawals to ensure that the bidder does notexktiee EDC load cap.

In the reporting phase that follows the bidding gghand the calculating phase, the
Auction Manager reports to all bidders a rangeliertotal excess supply left in the Auction, as
described in section IX.C.7. The Auction Managgrarts privately to a bidder on its bid. The
Auction Manager reports any withdrawn tranches #rat retained and any switches that are
denied along with their associated prices, as dextabove in sections IX.C.4.b and IX.C.4.c.
If a switch that had been denied in a previous doisnfreed to be bid once again, then the

Auction Manager will report the number of tranchiest are being freed.

To fill the tranche target for an EDC, the Auctibfanager takes bids in increasing
order of price. The Auction Manager first takemtrthes bid at the current round price, then the
Auction Manager retains withdrawn tranches, andlfynthe Auction Manager denies switches.
Thus, when new tranches are bid at the currentdquice for an EDC from which switches
had been denied, the new tranches replace theddemigches (partially or completely) in
filling the EDC'’s tranche target, and thereforeefigp some or all of these denied switches. A
denied switch that is being replaced by a new tranat the going price is then said to be
outbid. If switches from more than one bidder are retdjrand if not all denied switches are
outbid, the Auction Manager chooses at randomeéah denied switch that will be outbid, the
bidder whose switch will be outbid. Thus, for thest denied switch that is outbid, the
probability that the Auction Manager chooses aipaldr bidder’s denied switch is the bidder’s
number of denied switches divided by the total nentf denied switches for that EDC. If a

second denied switch must be outbid, the Auctiomdger again will choose at random the
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bidder whose denied switch will be outbid. Thelyadoility that the Auction Manager chooses
a bidder's denied switch is the bidder's numberdehied switches that have not yet been
outbid divided by the total number of denied swatshthat have not yet been outbid. The
Auction Manager repeats this procedure until tlgpiired number of denied switches has been
outbid.

Once some denied switches are outbid for a bidter Auction Manager reports this
fact to the bidder, along with the number of traglthat have been outbid. A denied switch
that is outbid becomesee eligibility for the bidder in the next round. A tranche adefr
eligibility can be bid on any one of the EDCs i thext round, or it can be withdrawn in the

next round, as explained further below.

The Auction Manager reports privately to a biddex withdrawn tranche that had been
retained is now being released and thereby irrdslggamoved from the Auction. Withdrawn
tranches that had been retained at the highespresés are the first to be released and removed
from the Auction. If withdrawn tranches from mdran one bidder had been retained at the
same exit price, and if not all retained tranchebat exit price are being released, the Auction
Manager chooses at random the bidder or bidderseviianches are released and thereby
irrevocably removed from the Auction. Thus, foetfirst retained tranche that should be
released, the probability that a particular biddechosen is the bidder's number of retained
tranches at the tied exit price divided by theltatanber of retained tranches at that exit price.
If a second retained tranche needs to be reletisedduction Manager again will choose at
random the bidder whose retained tranche will Ieased, and the probability that a particular
bidder is chosen is the bidder's number of retaitnedches at the tied exit price that have not
yet been released divided by the total number t@imed tranches at the tied exit price that
have not yet been released. The Auction Managezats this procedure until the required

number of tranches has been released.
Two additional bidding rules come into play whebi@éder has been denied a switch.

First, if a bidder holds tranches for an EDC fromsvéitch that had been denied in a
previous round, and if this bidder bids new trascha this same EDC at the price for the
current round, the bidder will be deemed to hawkdny tranches from a previously denied
switch at the current round price for that EDC. afls, tranches from the denied switch
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become tranches that are bid at the price fordheot round. The Auction Manager, in filling

the tranche target for the EDC, will take firstrithes bid at the going price; in these tranches
at the going price, the Auction Manager will inctudny denied switches that have become
tranches bid at the current round price (becausdithder has bid new tranches for this same

EDC at the current round price).

Second, if a bidder's denied switches are partialiytotally outbid in a round and
become free eligibility, and if the bidder withdrmawne or more of these tranches of free
eligibility in the very next round, then the bidd#wes not name an exit price for these tranches.
No exit price is needed to withdraw a tranche eéfeligibility because such tranches are not
associated with any one EDC. The Auction Manageays accepts a withdrawal of tranches

of free eligibility, and these tranches are alwags/ocably removed from the Auction.
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Example 13.

Bidder A’s bids in rounds 6 and 7 are given bel®&@er A does not bid for any other
EDCs):

EDC PSE&G JCP&L
Price Round 6 (¢/kWh) 14.566 15.005
Bidder A Bid (tranches) 4 0
Price Round 7 (¢/kWh) 14.031 14.345
Bidder A Bid (tranches) 0 4

14

In round 7, Bidder A requests to switch 4 tranch&kse Auction Manager denies part of the
switch. Bidder A, in the reporting phase of rouhds informed that its bid consists of 2
tranches of JCP&L at 14.345¢/kWh and 2 denied swimf PSE&G at 14.566¢/kWh (the
price at which the tranches of PSE&G were lastyrbal).

EDC PSE&G JCP&L
, 2 denied switches @
Report to Bidder A 14 566¢ 2 @ 14.345¢

In round 8, Bidder A reduces its number of trandbidson JCP&L by 1 and increases its
number of tranches bid on PSE&G. At the roundi8gsy, Bidder A bids 1 tranche of JCP&L
and 1 tranche of PSE&G at the going price. Theetkswitches are kept on PSE&G and
cannot be freely bid.

EDC PSE&G JCP&L
Price Round 8 (¢/kWh) 14.031 14.058
Bidder A Bid (tranches) 1 1

. . 2 denied switches @
Denied Switches 14 566¢

Bidder A has bid a new tranche of PSE&G at the da8iiprice while having switches deniefl
on the same EDC at a higher price. Bidder A is ttheemed to have bid all 3 PSE&G
tranches at the round 8 price of 14.031¢/kWh, asvahbelow. All 3 tranches of PSE&G
become tranches bid at the round 8 price.

EDC PSE&G JCP&L
Price Round 8 (¢/kWh) 14.031 14.058
Report to Bidder A 3 @ 14.031¢ 1

IX.C.7. Reporting of Total Excess Supply

In addition to the next round prices, the AuctiorarMger provides all bidders that
could still be winners with a range for total exxespply in the Auction. The actual total
excess supply in the Auction lies within the repdrrange. The total excess supply in the
Auction is the sum, over all EDCs for which the roen of tranches bid exceeds the tranche

target, of the excess supplies for the individuals, plus all tranches of free eligibility.
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The manner in which the total excess supply inAbetion is reported changes as the
Auction progresses. In general, when total excegsply is high, the Auction Manager
announces a range for the total excess supplyirtbhtdes exactly 5 integers. The largest
integer of each such range will be divisible by When the total excess supply falls to 40 or
fewer tranches, the Auction Manager announces gerdar the total excess supply that
includes at least 10 integers. The largest intejexach such range will be divisible by 5.
When the total excess supply falls to 20 or fewandhes, the Auction Manager will report to
all bidders only that the total excess supply isveen 0 and 20 tranches.

In summary, the ranges are expected to be thenfmlip

TablelX-4. Possible Ranges of Total Excess Supply

Total excess supply falls to 20 tranches or fewer: 0-20
single range remains

21-30
Total excess supply is between 21 and 40 tranches
ranges count 10 integers 31— 40

41 — 45
Total excess supply is 41 tranches or more: ranges 46 — 50
count 5 integers

51 — 55 (etc.)

The Auction Manager may revise these ranges befmestart of the Auction. The
Auction Manager will inform the registered bidders later than 3 days after registration of
any changes in the possible ranges of total e>aggdy.

When the actual total excess supply is zero, thetidm ends, as explained in section
IX.C.11.

A bidder that has no remaining obligation losesdsess to the Auction software and is
no longer provided with the range of total excagspty and the next round prices. A bidder
has no remaining obligation when the bidder has zeligibility and has no retained

withdrawals. A bidder that has no remaining olilma can no longer win at the Auction.
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Such a bidder loses its access to the Auction so&wnd is no longer provided with the range
of total excess supply and the next round pricegartier than the round after the bidder has
been first informed that it has no remaining oldiiga The bidder will lose its access as soon
as practicable, but in no event later than eighhds after it has no remaining obligation.

Round results that are reported to all bidders wl8o be reported to a list of
representatives from the EDCs, the Board and thedConsultant. The bidders, the EDCs,
the Auction Manager, the Board and the Board Cdéasuhold any Auction results to which
they have access to be confidential. Before bedggstered to participate in the Auction, the
bidders will agree to keep all Auction resultsyal as the list of qualified bidders, the list of
registered bidders, and the total initial eligiiyilin the Auction confidential. The bidders will
agree not to disclose any such confidential infdrmmaabout the Auction Process, except for
any aspects of the Auction results that the Boalehses as part of their decision of whether to
approve the results, or that the Board explicitiharizes can be released (see section IX.E).
Bidders will also agree to destroy documents withct#on information provided by the
Auction Manager within five days of the Board deéwegl whether to approve the Auction

results.

[ X.C.8. Calculation of Next Round Prices

An EDC'’s price in a round is calculated so thdiciks down more quickly the larger is
the excess supply on the EDC. The excess suppindeDC is measured against an estimate
of the maximum possible excess supply for the EDGis estimate takes into account the total
excess supply in the Auction, the EDC load cap, tthache target of each EDC, and the
number of registered bidders. A decrease in gocan EDC that has a number of tranches bid
greater than the tranche target is called the demm& the decrement is a percentage of the
previous going price. The decrements are calalilaging formulas. The Auction Manager
has the discretion to override the calculated deerd for any EDC in any round. The Auction
Manager does not expect to use such discretiormaytdo so. When the Auction Manager, in
the reporting phase of a round, uses discretioroverride the decrement formulas and
determine the going prices for the next round,Abetion Manager notifies bidders of that fact
during the reporting phase of that round.
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The decrement formulas allow the decrements toakgel at the start of the Auction
than in later rounds. At the start of the Auctiamen the number of tranches bid on an EDC
exceeds the tranche target, the decrement is bet6& and 5% of the previous round price.
Decrements continue to be between 0.5% and 5%eopitévious round price until the going
prices for round 4 are calculated. After that tinmethe first round in which the total excess
supply in the Auction is 30 or fewer tranches, dieerements (for EDCs for which the number
of tranches bid is greater than the tranche targél)be between 0.25% and 2.5% of the
previous going price, and will remain so until gred of the Auction.

The excess supply of an EDC is the number of resibid at the going price minus the
EDC's tranche target, or it is zero, whicheverrisager. Prices are rounded off to the nearest
thousandth of a cent per kWh.

Provisional decrement formulas are provided inisediX.G.2. The formulas that will
be used in the Auction, which depend on the ED@ loaps and the number of registered
bidders, will be released to all bidders no lat@ntthree days after bidder registration.

[X.C.9. PausesintheAuction

Any one bidder can pause the Auction by requestmgxtensionor arecess A bidder
requests an extension during the bidding phaserofiad; such a request extends the bidding
phase of the round by 15 minutes for all biddeis. bidder requests a recess during the
calculating or reporting phase of the round; suclcuest suspends the Auction for a period of
no less than 20 minutes. A recess allows a biddditional time to consider its bid.

The bidding phase of round 1 is automatically edéegh The bidding phase of a round
can be extended only once by 15 minutes. Eachebiddallowed two extensions during the
Auction. A bidder with positive eligibility is aamatically deemed to have requested an
extension when — by the scheduled ending time efltldlding phase — the bidder has not
submitted a bid and when the bidder has not alrem#y the two allowable extensions. A
bidder with positive eligibility that has alreadgad the two allowable extensions and that does
not submit a bid during a round will be assignetetault bid as explained in section IX.C.10.
Extension requests from all bidders are grantedabb@ixtensions run concurrently. All bidders

that have requested an extension during the bidpiage of a round will see their available
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number of extensions reduced. The bidding phaseraund will be extended only once by 15
minutes. The Auction Manager reports to all biddar the end of the planned bidding phase
that the bidding phase has been extended.

A recess must be requested during the calculatiage or during the reporting phase,
before the scheduled last half of the reportingsphaf a round starts, or before the last five
minutes of the reporting phase of a round, whiché&vearlier. (That is, if the reporting phase
of a round is scheduled to be 8 minutes, then ¢lsess must be requested before the last 5
minutes of the reporting phase; if the reportinggghof a round is scheduled to be 14 minutes,
then the recess must be requested before the hasiufes of the reporting phase.) As soon as
is feasible after the time at which a recess carehjaested has passed, the Auction Manager
reports to all bidders that a recess has beerdcallbe Auction Manager retains the discretion
to set the length of a recess but the Auction Managll not set the recess time to be less than

20 minutes.

Each bidder is allowed to request at most one sedesing the Auction. A bidder
cannot request a recess in the first ten roundlseoAuction. Starting in the eleventh round, a
bidder may request a recess in a round only itdked excess supply in the Auction reported in
the previous round was 40 or fewer tranches. &dess requests are granted, but all requested
recesses run concurrently. All bidders making guest in a given calculating or reporting
phase will be deemed to have used a recess regA##dtidders that have requested a recess
will see their available number of recesses reducexkro and the recess will last a length of

time determined by the Auction Manager for one se@nd will be no less than 20 minutes.

Example 14.

The total number of tranches in the Auction is 57.

In round 5, total excess supply is reported tonbidé 96-100 range. Bidders are not able to
request a recess in round 5 since round 11 hagehbeen reached.

In round 12, the total excess supply is reportdoktan the 31-40 range for the first time.
Bidders can request a recess in round 13, sinc®thleexcess supply reported in the previolis
round (round 12) was at 40 tranches or below, andd 11 had been reached.

The Auction Manager can call a time-out to the Aarctat any time during a round. It

is intended that a time-out suspend activity in Auetion for a period of no more than four
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hours; however, the Auction Manager retains therdigon to suspend activity for a longer
period, if necessary. Whenever a time-out is dalllee Auction Manager reports to all bidders

how long the time-out is expected to last.

During any bidding phase, the Auction Manager mallatime-out and extend bidding
in case of technical difficulties. Such a time-outuld typically last fifteen minutes. The
Auction Manager reports to all bidders as soon rastgable that the Auction Manager has
extended the bidding phase.

During the calculating phase of round 1, the Autfidanager may call a time-out to the
Auction to evaluate whether the Auction volume dtdae adjusted. The Auction Manager has
the discretion to call additional time-outs durithg Auction. Such discretion could be used,
for example, in case of an extraordinary event ooy during the Auction. The Auction

Manager expects to exercise this discretion rarely.

[ X.C.10. Failureto Submit a Bid

A bidder with positive eligibility must submit a diin every round (even when the
bidder’s bid does not change or the bidder is lnigdbnly on EDCs whose prices have not
ticked down). As explained in section IX.C.9, ifbadder with positive eligibility does not
submit a bid during the bidding phase of a rouhd,liidder is granted an extension whenever
possible. If the bidder has previously used botieresions, or if the bidder does not submit a

bid during the extension to the bidding phase, therbidder has failed to submit a bid.

When a bidder with positive eligibility has failéol submit a bid in a round, the bidder
is assigned aefault bid A default bid is the number of tranches on eBEIC equal to the
minimum number of tranches that the bidder coulkHad on each EDC, as explained below.
Any tranches of free eligibility that could haveebebid in the round are deemed to be
withdrawn and are irrevocably removed from the Aarct Any tranche that was bid on an
EDC and that could be withdrawn is deemed to badkiwn at the highest possible exit price
for the round, which is equal to the going pricethe previous round. A tranche that is
withdrawn as a result of a default bid can be new@ionly if the number of tranches bid by
other bidders at the going price, and the numbaevithfdrawn tranches from bidders that have

submitted a bid, together are not sufficient td thie tranche target. In breaking any ties
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between tranches withdrawn at the same exit prisfault bids will be disadvantaged
compared to bids actually submitted by bidders.géneral, in any circumstance where a tie
must be broken, default bids will be disadvantagedchpared to bids actually submitted by

bidders, also as explained below.

As a consequence of a bidder being assigned altbifdua bidder may lose the ability
to submit bids for the remainder of the Auctioror Example, if the prices of all the EDCs for
which a bidder bid tranches tick down, then theadkfbid is zero on all EDCs. Indeed, the
minimum number of tranches that can be bid on af EBibose price has ticked down is zero.
Any tranche that had previously been bid is witimdra After such a default bid, the bidder
will be assigned zero eligibility in the next royrahd the bidder will lose the ability to bid in

the next and in all future rounds.

The default bid assigned to a bidder that has obtn#tted a bid during a round or
during its extension, and the treatment of thisadkfbid in any required tie-breaking
procedure, are determined during the calculatirggplof a round. The default bid for a bidder
in round 1 is O tranches on each and every EDG dHfiault bid for a bidder in round 2 and all

subsequent rounds is described in detail as follows

If the bidder has some tranches of free eligibilityhe current round, these tranches are

deemed to be withdrawn and are irrevocably remdneed the Auction.

If, in the previous round, a bidder did not bid argnches on an EDC at the going price
and in the reporting phase of that round the Auctanager reported that the bidder did not
have any retained withdrawals or denied switcheshiat EDC, then the bidder is assigned zero
tranches for that EDC.

If, as of the reporting phase in the previous rountdidder had tranches on a particular
EDC at the going price for the previous round antheé EDC'’s price ticked down from the
previous round to the current round, then the bidgsleleemed to have withdrawn all tranches
at the highest exit price, namely the price frore firevious round. The bidder loses the
eligibility associated with these tranches. Trasckith a lower exit price named by bidders
that have submitted a bid in the current roundratained first. If needed, tranches with the
same exit price named by bidders that have suldn#tbid in the current round are retained
next. If all the withdrawn tranches by the bid@ed by other bidders that were assigned a
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default bid are needed to fill the tranche targetdse tranches are retained. If some but not all
of the tranches submitted by the bidder and otidatdns that were assigned a default bid are
needed, tranches are chosen at random to filréimele target, in a procedure analogous to that
used for bidders that submitted a bid, as desciibsdction IX.C.4.

If, as of the reporting phase in the previous rquadbidder had some tranches on a
particular EDC at the going price for the previoaand, and/or retained withdrawals, and/or
denied switches; if the EDC'’s price did not tickndofrom the previous round to the current
round; and if there is excess supply for the ED@ecurrent round, so that the price will tick

down from the current round to the next round, then

= all withdrawals that were previously retained agéeased and the bidder has no

remaining obligation from those tranches;

= all switches that had previously been denied atbidwand the bidder is assigned

free eligibility for those tranches in the nextmdgand

= all tranches bid in the previous round at the gagirige are bid in the current round
on the EDC at the going price. The bidder hasitelity associated with these
tranches in the next round. If the bidder is assia default bid in the next round
these tranches will be withdrawn and assigned igfigelst possible exit price.

If, as of the reporting phase in the previous rquadbidder had some tranches on a
particular EDC bid at the going price, and/or ne¢ai withdrawals, and/or denied switches; if
the EDC's price did not tick down from the previauesind to the current round; and if there is
no excess supply on the EDC in the current rounthabthe price will not tick down in the

next round; then:

= any tranches bid at the going price in the previousmd are deemed to be bid in the

current round at the current going price;

= if any new tranches were bid by other bidders anEBC at the going price in the
current round, the denied switches (if any) of kiddthat have been assigned
default bids are outbid first, before the denieditaves of bidders that have
submitted a bid in the current round. If more tloae bidder has been assigned a

default bid, and if some but not all denied swilimm such bidders are outbid,
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then for each denied switch that must be outbid,Aliction Manager chooses at
random among the default bidders the bidder wha#elsis outbid, in a procedure
analogous to that used for bidders that submittduilda as described in section
IX.C.6; and

= if any new tranches were bid by other bidders enEBC at the going price in the
current round, and if all denied switches from défaidders and from bidders that
submitted a bid are outbid, retained withdrawals exleased, starting with the
highest named exit price. For a given exit pricanches from bidders that have
been assigned default bids (if any) are releasst hiefore the retained withdrawals
of bidders that have submitted a bid in the currennd. If more than one bidder
has been assigned a default bid, and if some hulhof the retained withdrawals
from such bidders must be released at a givenpgide, then for each retained
withdrawal that must be released, the Auction Manapooses at random among
the default bidders the bidder whose withdrawndinenis released, in a procedure
analogous to that used for bidders that submittdulda as described in section
IX.C.6.

The bidder can lose its ability to bid in all futurounds by failing to bid during the
bidding phase of a round or during its extensitinis the responsibility of the bidder to ensure
that bids are submitted on time.
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Example 15.

Bidders A’s bid in round 5 is given below:

EDC PSE&G JCP&L ACE RECO

Price Round 5 (¢/kWh) 14.890 15.445 14.950 15.664

Bidder A Bid (tranches) 0 4 2 0

Bidders A’s bid in round 6 is given below:

EDC PSE&G JCP&L ACE RECO

Price Round 6 (¢/kWh) 14.816 15.252 14.688 15.24¢

Bidder A Bid (tranches) 2 4 0 0

This bid represents a switch, whereby Bidder A inaseased the number of tranches|on

PSE&G while decreasing the number of tranches o&.AC

The Auction Manager reports the following:

EDC PSE&G JCP&L ACE RECO

Price Round 7 (¢/kWh) 14.816 15.075 14.688 14.89bH
2 denied

Report to Bidder A (tranches 0 4 switches @ 0
14.950¢

In round 7, the minimum number of tranches thadBidA can bid on PSE&G and RECQO

is zero, because Bidder A did not bid any tranchesthese EDCs in round 6. The

minimum number of tranches that Bidder A can bidJ@P&L is zero, since the price fpr

JCP&L has ticked down from 15.252¢/kWh to 15.075¢fk The minimum number qf

tranches that Bidder A can bid on ACE is 2, sirtee firice for ACE has not ticked down

and Bidder A has two denied switches on ACE.

In round 7, Bidder A fails to submit a bid in thieléing phase of the round. Bidder Ajis

granted an extension but does not submit a bichguthe extension. Bidder A will e

assigned the following bid, which is its default biBidder A is the only bidder that |s

assigned a default bid.

EDC PSE&G JCP&L ACE RECO

Price Round 7 (¢/kWh) 14.816 15.075 14.688 14.89pH

, . 2 denied

gre;lg:;[es?ld for Bidder A 0 0 switches @ 0
14.950¢

None of Bidder A’s withdrawn tranches are retaingdnches from other bidders that

actually submitted bids are sufficient to fill theanche target for JCP&L. Three new

tranches are bid on ACE by other bidders. BotlBioider A’s tranches become outhid

denied switches. Bidder A’s eligibility in roundi$82. Should Bidder A again fail to bid |n

round 8, this free eligibility will be lost. Bidde&\ would be assigned eligibility of zero |n

round 9 and would lose the ability to bid for tieenainder of the Auction.
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IX.C.11. End of Auction

The Auction ends for all EDCs at the same time.e Ruction ends in the reporting
phase before the first round in which no bidderld@dahange its bid from the previous round.
For the Auction to end, the total excess suppth@Auction must be equal to zero and it must
be that no price can tick down. At the end of Aluetion, tranches are allocated to the winners
and all winners for an EDC'’s tranches, should tlwarB authorize them as suppliers, will

receive the same price for that EDC. The pricewmito the winners is determined as follows.

If, to fill the tranche target for an EDC in tha@di round, only tranches bid at the price
from the final round are used, the winners aredhbat submitted bids at the price from the

final round. The final price given to all winneassthe price from the final round.

If, to fill the tranche target for an EDC in thestaound, withdrawn tranches must be
retained, then the winners are the bidders thamgtdal bids at the price from the last round
and the bidders that submitted the lowest of themices. If, to fill the last tranches of the
tranche target of an EDC in the last round, thet®acManager must use some but not all the
tranches from two or more bidders tied at the sarieprice, then the Auction Manager, for
each tranche, will choose at random the bidder e/i@sche is retained. For the first tranche
needed at the tied exit price, the probability thdiidder is chosen is the number of tranches
that the bidder has bid at the exit price dividgdle total number of tranches bid at the tied
exit price. If a second tranche is needed at thepgice, the Auction Manager again will
choose at random the bidder whose tranche willdbaimed. The probability that any one
bidder is chosen is the number of tranches thabithger has bid at the exit price and that have
not yet been retained divided by the total numiféramches bid at the exit price and that have
not yet been retained. The Auction Manager repiesprocedure until the tranche target for
the EDC is filled. The final price given to allmviers is the last accepted price.

If, to fill the tranche target for an EDC in thestaround the Auction Manager must
disallow reductions from both withdrawals and sivs, then the winners are the bidders that
submitted bids at the last round price, the biddeas withdrew their tranches, and the bidders
with reductions for that EDC from switches that &velenied. The final price received by all

winners is the price at which the denied switchesewast freely bid.
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Example 16.
The tranche target for PSE&G is 29.

In round 74, 30 tranches for PSE&G are bid at aepof 11.500¢/kWh. In round 75, 25
tranches for PSE&G are bid at a price of 11.471¢kW

Bidder A bids 8 tranches for PSE&G in round 74 &ndanches in round 75. Bidder A enters
an exit price equal to the last round going pri¢eld.500¢/kWh for the 3 tranches it |is
withdrawing.

Bidder B bids 5 tranches for PSE&G in round 74 artdanches in round 75. Bidder B entgrs
an exit price of 11.493¢/kWh for the 2 tranchas ivithdrawing.

No other bidder changes its number of tranchehi®SE&G. All other bidders collectively
bid 17 tranches for PSE&G in both rounds 74 and TBe total excess supply in round 73 is
zero and the Auction ends in round 75. Twenty-fnamches for PSE&G are allocated to the
bidders that bid at the going price of 11.471¢/kWkwo additional tranches are allocated to
Bidder B since it submitted a lower exit price.n&ly, Bidder A wins 2 additional tranches [so
that the tranche target is filled. All winning dietrs will receive a price of 11.500¢/kWh, which
is the lowest price at which the tranche targétled.

| X.D. Post Auction

The Board will decide whether or not to approve tbgults of this Auction (the BGS-
FP Auction) by the end of the second business digwing the calendar day on which the
BGS-FP or BGS-CIEP Auction closes, whichever colaes.

If the Board approves the Auction results and augke the winners to become BGS-
FP suppliers, the Auction Manager will notify eagmner of the tranches it has won and the
final prices. The Auction Manager will notify eaBiDC of the following for its territory: the

identity of the winners, the number of tranches ywand the final price.

Each winner and each EDC will have three days fthentime at which the Board
approves the Auction results to execute the BGS#pplier Master Agreement. Each winner
will have these three days to demonstrate commiavith the creditworthiness requirements
set forth in the BGS-FP Supplier Master Agreememd # submit the executed BGS-FP
Supplier Master Agreement to the Board for inforgrat A winner’s financial guarantee
posted before the Auction may be forfeited if thenrver does not execute the Agreement

within three days, if the winner fails to demontraompliance with the creditworthiness
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requirements set forth in the BGS-FP Supplier Ma&tgeement, or if the winner fails to agree

to any of the terms of the Agreement. Effectivéhvthe exercise by an EDC of its right to

collect on the financial guarantees, any contrdaigats or other entitlements of the winners

shall immediately terminate without further notiog the EDC. In addition, winners shall be

liable for damages incurred by the EDCs, which dgesashall be determined in accordance
with the terms of the BGS-FP Supplier Master Agreetras if the winner were a defaulting

party to that Agreement.

Each winner will have to pay a fee per tranche wdhis fee will be set to recover all
the costs associated with the Auction Process. Atlotion Manager will announce the fee per
winning tranche no later than 6 days before thetidanc The fee will be netted against the first

payment made to the winner during the supply period

| X.E. Association and Confidential I nfor mation Rules

IX.E.1. Processfor Reporting Associations, |dentifying Concerns and Remedies

Interested parties applying to qualify to bid ie #uction will be required to indicate in
their Part 1 Applications whether they are partaobidding agreement, a joint venture for
purposes of participating in the Auction, a biddiegnsortium, or other arrangements
pertaining to bidding in the Auction. Interesteaitges will also be required to certify in their
Part 1 Application that, should they qualify to fo@pate in the Auction, they will not disclose
information regarding the list of qualified biddersin addition to certifications regarding
bidding agreements and confidential informationgheaterested party makes a number of
other certifications signifying its agreement witte terms of the BGS-FP Auction Rules, the
terms of the BGS-FP Supplier Master Agreement, ek as signifying its agreement that it
will not assign its rights or substitute anothetitgrin its place. These additional certifications

are discussed in section IX.B.2.

Once parties are qualified to bid in the Auctioacte qualified bidder will be asked in
its Part 2 Application to make a number of ceréfions, each detailed below, and each
qualified bidder may be asked to provide additiomérmation to the Auction Manager if

these certifications cannot be made. In partic@ach qualified bidder will be informed of the
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list of qualified bidders and will be asked to dgrthat it is not associated with any other
qualified bidder. If a qualified bidder cannot reakuch a certification, it will be asked to
identify associations it may have with other quetif bidders. The criteria that determine
whether two bidders are associated with one anatieegiven below. If two qualified bidders

are associated with one another, the Auction Managkedetermine whether the two qualified

bidders can both participate in the Auction, aslvesl the terms and conditions of such
participation. The Auction Manager may requireldiea bidders that are associated with one

another to bid as one entity or to reorganize g0 a® longer be associated with one another.

Qualified bidders will be asked to certify that yhevill undertake to appropriately
restrict their disclosure of confidential informati relative to their bidding strategy and
confidential information regarding the Auction Pess (both of which are defined in section
IX.E.3). Qualified bidders will also be asked tertdfy that they have not come and will not
come to any agreement with another qualified bidudin respect to bidding at the Auction,
except as disclosed and approved by the Auctionadganin their Part 1 Application. In
addition to certifications regarding associatiomsl @onfidential information, each qualified
bidder makes a number of other certifications $ygmg its agreement that a bid is a binding
offer to provide service under the terms of the B&&SSupplier Master Agreement, as well as
signifying its agreement that it will not assigsa rtghts or substitute another entity in its place.
These additional certifications are discussed otice IX.B.2.

Before obtaining final documentation necessaryaudigipate in the Auction, registered
bidders will be required to certify that they wélbntinue to maintain the confidentiality of any

information that they will have acquired througleittparticipation in the Auction Process.
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Association Criteria

1. Preliminary Definitions

a. A party controls an entity directly if the party holds a majority shares, majority

C.

voting power, a majority of common directors, capa@int a majority of directors,
or if the party in fact controls the entity’s affthrough some other means. A party
controls an entity indirectly if the party contradsother entity that controls the
entity in question (or through a longer line of toh e.g., if the party controls
another entity that controls an entity that corsttble entity in question, etc.).

A party participatesdirectly in another entity Z if the party holdsyariass of listed
shares, if it holds the right to acquire such shaifdt holds any option to purchase
shares or if it has voting power. The participati® indirect if the party participates
in another entity that participates in Z (with pdtelly a longer line of “indirect
participation”). When the participation is inditethe percentage of participation of
the party in the entity is obtained by multiplyitige percentages of participation at
each level.

A party is concerned withthe bid of a bidder if the party has confidential
information relative to the bidders’ bidding stigye(see definition in the next
section), has agreed to provide assistance widnéiimg or has agreed to provide

assistance in another way.

2. Bidder A and Bidder B are associated with eachraftigdder A

a. Controls bidder B, directly or indirectly; or

Has at least a 10% participation in Bidder B andascerned with Bidder B’s bid;
or

Controls an entity that has at least a 10% pa#tmp, direct or indirect, in Bidder
B and that is concerned with Bidder B’s bid; or

Is controlled by an entity that controls Bidder iBedtly or indirectly; or

Is controlled by an entity that has at least a Yaicipation, direct or indirect, in
Bidder B and that is concerned with Bidder B’s bid.
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3. Bidder A and Bidder B are associated if there pady which

a. Controls Bidder A, directly or indirectly; or

Has at least a 10% participation in Bidder A, diseor indirectly, and is concerned
with Bidder A’s bid; or

Controls an entity that has at least a 10% padiop in Bidder A, direct or

indirect, and is concerned with Bidder A’s bid; or

Has confidential information about Bidder A’s biddais controlled by Bidder A; or

Has confidential information about Bidder A’s biddais controlled by an entity or
person that controls Bidder A directly or indirgctbr

Has confidential information about Bidder A’s biddais controlled, directly or
indirectly, by an entity that has at least a 10%tiggation in Bidder A and is

concerned with Bidder A’s bid;

and if this same party has one of relationshige &.with Bidder B.

4. Bidder A and Bidder B are associated if there ipaaty that has at least a 20%
participation, directly or indirectly, in both biddk.

5. Bidder A and Bidder B are associated if there ipaaty that has at least a 20%
participation, directly or indirectly, in Bidder &nd that:

a.

Has at least 10% participation in Bidder B, dirgat indirectly, and is concerned
with Bidder B’s bid; or
Is controlled by Bidder B; or

c. Controls a person or entity that controls BiddeoB;

d. Controls a person or entity that: has at least p@®¥ticipation in Bidder B, directly

or indirectly, and is concerned with Bidder B’s joa

Is controlled by a person or entity that controidd®r B directly or indirectly; or

Is controlled by a person or entity that has astld®% participation in Bidder B,

directly or indirectly, and is concerned with Biddgs bid; or

Is controlled by a person or entity who controlsparson has at least 10%
participation in Bidder B, directly or indirectland is concerned with Bidder B’s
bid.



FINAL BGS-FP AucTION RULES
- 56 -

IX.E.3. Deé€finitions of Confidential Information

Confidential informationrelative to the bidding strategyneans information relating to
a bidder’s bid, whether in writing or verbally, whiif it were to be made public would be
likely to have an effect on any of the bids thabtaer bidder would be willing to submit at the
Auction. Confidential information relative to thedding strategy includes (but is not limited
to) a bidder’'s Auction strategy; a bidder’s indieatoffer; the bidder's preference to bid for
one EDC'’s system rather than another; the quasititiat a bidder wishes to serve of one or
more EDCs’ systems; the bidder's estimation of\vhkie of a tranche of the various EDCs’
systems; the bidder's estimation of the risks aased with serving BGS-FP Load or of
serving a particular EDC; and a bidder’'s contrdctweangements for power with a party to
serve the BGS-FP Load were the bidder to be a wiainde Auction.

Confidential information regarding the Auction Praessmeans information that is not
released publicly by the Board or the Auction Maragnd that a bidder acquires as a result of
participating in the Auction Process, whether irtivwg or verbally, which if it were to be made
public could impair the integrity of current or fmé Auctions, impair the ability of the EDCs to
hold future Auctions, harm consumers, or injuredeid or applicants. Confidential
information regarding the Auction Process incluflast is not limited to) the list of qualified
bidders, the list of registered bidders, the ihigfigibility in the Auction, the status of a
bidder’s participation in the Auction, and all refsoof results and announcements made by the

Auction Manager to all or any one bidder during Auetion.

IX.E.4. Certificationsand Disclosuresto Be Made

An interested party will be required in its ParAfplication to disclose any bidding
agreement or arrangement in which the interestety paay have entered. In addition, the
following certification will be required and willpgply from the time that the Part 1 Application

has been submitted.

1. An applicant must certify that if it qualifies tagicipate in the Auction, the applicant
will not disclose at any time information regardinige list of qualified bidders,
including the number of qualified bidders, the itignof any one or all entities that
have been qualified, or the fact that an entity iatsbeen qualified for participation in
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the Auction. The applicant must certify that itlwlestroy any document distributed by
the Auction Manager that lists the qualified biddevithin five days of the Board

deciding whether to approve the Auction results.

The following certifications will be required of &@a qualified bidder in its Part 2
Application and will apply from the time of quatftion until the Board certification of the
Auction results. Each qualified bidder must conhthe list of all qualified bidders and attest to

the following:

2. A qualified bidder must certify that it is not asgded with another qualified bidder

according to the criteria given above.

A qualified bidder unable to make certification 2ish identify the qualified bidders

with which it is associated and the nature of tfsoaiation.

3. A qualified bidder must certify that, other thanatified bidders that were explicitly
named in its Part 1 Application as parties with whthe bidder has entered into a
bidding agreement, joint venture for the purposebididing in the Auction, bidding
consortium, or other arrangement pertaining to ibgldn the Auction, the bidder has
not entered into any agreement with another qedlifoidder, directly or indirectly,
regarding bids at the Auction, including, but natited to, the amount to bid at certain
prices, the system on which bids are placed, whext what prices bids are withdrawn

or switched, or the amount of exit prices.

An Advisor is an entity or person(s) that will be advising assisting the qualified
bidder with bidding strategy in the BGS-FP Auctianth estimation of the value of a system’s

tranches, or with the estimation of the risks aisded with serving BGS-FP load.

4. A qualified bidder must certify to one of the follng: (i) the qualified bidder has not
retained an Advisor; or (ii) the qualified biddeashretained an Advisor, the Advisor
will not provide any similar advice or assistanoeany other qualified bidder, and the
Advisor will not be privy to confidential informatn relative to another qualified

bidder’s bidding strategy; or (iii) the qualifieddider has retained an Advisor who will
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provide similar advice or assistance to anothetifigh bidder, or who will be privy to

confidential information relative to any other gtiatl bidder’s bidding strategy, but
appropriate protections have been put into placenture that the Advisor does not
serve as a conduit of information between, or asadinator of the bidding strategies

of, multiple bidders.

A qualified bidder unable to make certification 4ishname the Advisor and the other

bidder(s) concerned.

5. A qualified bidder must certify that the qualifiealder is not a party to any contract for
the purchase of power that might be used as saidrsepply for BGS-FP, and that (i)
would require the disclosure of any confidentidbrmation (confidential information
relative to the bidding strategy or confidentiafommation regarding the Auction
Process) to the counterparty under such a contoac(ji) that would require the
disclosure of any confidential information (confdial information relative to the
bidding strategy or confidential information regagithe Auction Process) to any other
party; or (iii) that would provide instructions, rect financial incentives, or other
inducements for the bidder to act in a way deteeahilby the counterparty in the
agreement and/or in concert with any other biddehe Auction. Notwithstanding the
above, a qualified bidder may, during negotiatipnisr to the Auction for contractual
arrangements for power to serve BGS-FP Load werebitider to be a winner at the
Auction, discuss with the counterparty to suchrageanents the nature of the products
to be purchased, the volume, and the price at whistwilling to buy these products.

A qualified bidder unable to make certification fush disclose the contractual terms

that prevent the qualified bidder from making tleetification.

6. A qualified bidder must certify that it does notveaany knowledge of confidential

information relative to the bidding strategy of asthier qualified bidder.

A qualified bidder unable to make certification 6llvbe asked to name the other

gualified bidder and the nature of the confident&rmation.
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7. A qualified bidder must certify that it will not sltlose confidential information relative
to its own bidding strategy except to bidders thate explicitly named in its Part 1
Application as parties with whom the bidder hasesd into a bidding agreement, joint
venture for the purpose of bidding in the Auctidngdding consortium, or other
arrangement pertaining to bidding in the Auctioders with which it is associated as

disclosed through certification 2, to its Advisand to its financial institution.
A qualified bidder unable to make certification #l\we asked to state all reasons.

8. A qualified bidder must certify that, other thartiges affiliated with the bidder, and
other than bidders with which the bidder has edtarbidding agreement, joint venture
for purposes of the Auction, bidding consortiumptirer arrangement pertaining to the
Auction, no party has agreed to defray any of d@stg of participating in the Auction,
including the cost of preparing the bid, the cdsamy financial guarantees, the cost to
be paid upon winning a tranche, or any other pa#t®on cost.

A qualified bidder unable to make certification 8shidentify the party that has agreed
to defray some or all of the qualified bidder’s tco$ participating in the Auction, and the
nature of the participation costs that the party &igreed to defray.

Furthermore, in its Part 2 Application a qualifiedder will have to certify that it will
not disclose any confidential information regardthg Auction Process that it has acquired or
will acquire through its participation. These derations will apply from the time of

submission of the Part 2 Application.

9. A qualified bidder must certify that if it is re¢gsed to participate in the Auction, the
qualified bidder will not disclose at any time infgation regarding the initial eligibility
in the Auction or the list of registered bidderscluding the number of registered
bidders, the identity of any one or all entitieatthave been registered, or the fact that

an entity has not been registered for participaiticthe Auction.
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10. A qualified bidder must certify that it will notigtlose any confidential information
regarding the Auction Process to any party exaepstAdvisor and bidders with which

it is associated.

A qualified bidder unable to make certification B aertification 10 will be asked to

state all reasons.

Following a successful Part 2 Application, the ségried bidder will be required to
certify that it will continue to abide by its pricommitment to maintain the confidentiality of
information regarding the Auction Process. Thesteged bidder will be required to do so
before obtaining manuals and procedures essemtiadubmit bids in the Auction. The
registered bidder also certifies that it will degtrall documents provided by the Auction
Manager that contain confidential information wittive days of the Board deciding whether
to approve the Auction results. Such certificatrah apply from the time at which it is made,
no later than five days before the start of thethwunc

11.A registered bidder certifies that it continues abide by its prior confidentiality
certifications. The registered bidder will not dse any confidential information
regarding the Auction Process to any party exaeistAdvisor and bidders with which
it is associated. Further, the registered bideeifies that it will destroy all documents
written or electronic provided by the Auction Maeagthat contain confidential
information regarding the Auction Process withimefidays of the Board deciding
whether to approve the Auction results.

Once the Auction has been concluded, if the Boamtaves the Auction results, the
Board may choose to release information regardimg) BGS-FP prices and the names of the
winners. At that point, a winner may itself releasformation only regarding the number of
tranches it has won and the territories the winvitrbe serving, and a losing bidder may itself
release information only regarding the fact thaaitticipated in the Auction. The winners and

losing bidders otherwise continue to be bound leyr ttertifications as described previously.
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IX.E.5. ActionstoBeTaken If Certifications Cannot Be Made

If a party cannot make all above certificationg fuction Manager will decide within
five days on a course of action on a case-by-cases.b To decide on this course of action, the
Auction Manager may make additional inquiries taenstand the reason for the inability of
the bidder to make the certification.

In general, qualified bidders that are associatgd one another, or that have entered
into agreements regarding bidding at the Auctioe,c@nsidered as one bidder for the purposes
of application of the load caps and for the adniat®n of the Auction. Bidders can be
allowed to bid independently or can be asked to #wik association or agreement as a
condition of participation, as circumstances wartrdhqualified bidders are asked to end their

associations they will be given five days to do so.

If qualified bidders do not comply with additionaformation requests by the Auction
Manager regarding certifications required in thet RaApplication, or do not comply with a
request from the Auction Manager to end their assioos, this may be sufficient grounds for

the Auction Manager to reject the application.

Sanctions can be imposed on a qualified bidderfdding to disclose information
relevant to determining associations, for coordngatvith another bidder without disclosing
this fact, for releasing confidential informatiorcept as provided in 3, 5, and 7 of section
IX.E.4, or for disclosing information during the &ion to a person other than those specified
in 10 of section IX.E.4. Such sanctions can inelusut are not limited to, loss of all rights to
serve any BGS-FP Load won in the Auction by sucidéi, forfeiture of bid bonds and other
fees posted or paid, liquidated damages of $100,80fon under state or federal laws,
attorneys’ fees and court costs incurred in amyaliton that arises out of the bidder’s improper
disclosure, debarment from participation in futB@S Auctions, prosecution under applicable
state and federal laws, or other sanctions thaBted may consider appropriate. The Auction
Manager will make a recommendation to the Board qossible sanction and the Board will

make the final determination.
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IX.F. Glossary of Auction Terms

IX.F.1. Associated With

A bidder is associated with another if the two leiddhave ties that could allow them to
act in concert or that prevent them from competintively against each other in the Auction.

Specific criteria for associations are providedeation IX.E.2.

IX.F.2. Auction Volume

The Auction volume is a number of tranches thatBB€s taken together will purchase
through the Auction (representing one-third of BE/S-Load). The Auction Manager, in
accordance with confidential guidelines approvedtiy Board, may cut back the Auction

volume.

IX.F.3. BGS

Basic Generation Service is the electric supplytfarse retail customers who are not
served by a third party supplier.
IX.F.4. BGSLoad

The BGS Load is the full electricity requiremente(j including energy, capacity,
ancillary services, transmission, etc.) of retaistomers who have not chosen a third party
supplier, as measured and reported to PIM. liei€DC aggregate zonal requirements less the
wholesale requirements less the third party suppiguirements.

IX.F.5. BGS-CIEP Load

An EDC’s BGS-CIEP Load includes the sum of the holwmad of all BGS-CIEP

customers, adjusted for losses.

IX.F.6. BGS-FPLoad

The BGS-FP Load is the BGS Load excluding the BGESPO_oad.
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IX.F.7. BGS-FP Peak Load Share

BGS-FP Peak Load Share is the portion of PIM-déteanEDC zonal peak load on
one proxy day attributable to customers in FP cidsses that are taking BGS on that proxy
day. The BGS-FP Peak Load Share is a single va&asured in MW.

IX.F.8. Bid

A bid consists of four numbers: a number of PSE&&hthes, a number of JCP&L
tranches, a number of ACE tranches, and a numbBEGO tranches. A bid represents the
number of tranches that a bidder wishes to servedoh EDC at the going prices in force at
that point in the Auction. In all rounds excepe first, to fully specify a bid, a bidder may be
asked for information in addition to the numbetraihches that it wishes to bid for each EDC,
such as switching priorities and exit prices. A s valid when it is submitted and verified in

the bidding phase, and processed by the Auctidwaod.

IX.F.9. Bidding Phase

The bidding phase is the first phase of a roundinduwvhich bidders place bids. A
bidder that submits a bid in a round may reviseh@ange this bid as long as the bidding phase
of the round is still open.

IX.F.10. Calculating Phase

The calculating phase is the second phase of thedroduring which the Auction
Manager tabulates the results of that round’s bigigghase and calculates the prices for the

next round.

IX.F.11. CIEP Load

CIEP Load for an EDC is defined as the sum of thbarly load of all BGS-CIEP
customers, as well as the hourly load of retaitmmers served by a third party supplier who,

were they to take BGS, would do so under a CIEH,tadjusted for losses.
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IX.F.12. Contingency Plan

If the number of tranches procured through the iucis less than the Auction volume
set at the start of the Auction, each EDC whosectra target is not filled at the end of the
Auction will implement a Contingency Plan for themaining tranches. Under their
Contingency Plans, the EDCs will purchase necessaryices including installed capacity,

energy, and ancillary services, through PJM-adreresl markets.

I X.F.13. Decrement

If the number of tranches bid exceeds the numbéraoches needed for an EDC, the
price for the EDC falls by a decrement in the mexind. The decrement varies in each round
based on the excess supply on an EDC measuredsagameasure of maximum possible

excess supply.

IX.F.14. Denied Switches

The Auction Manager denies reductions in the nunobéranches bid for an EDC from
switches when the tranches bid at the going priue the withdrawn tranches that can be
retained are not sufficient to fill that EDC’s tcdre target. Denied switches are retained at the
last price at which they were freely bid.

IX.F.15. EDC Load Cap

An EDC load cap is a maximum number of tranches dhaidder can bid and win for
that EDC. For each EDC, the bidder's combined nemds tranches bid at the going price,
retained withdrawals, and denied switches cannceexkthe EDC load cap in any given round.

IX.F.16. EDC-Specific Summer Factor

The factor by which an EDC’s Auction price is mplted to determine the price that
each BGS-FP supplier for that EDC receives for yk&h of load it serves in each summer

month of the supply period. The summer monthdrare June 1 through September 30.
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IX.F.17. EDC-Specific Winter Factor

The factor by which an EDC’s Auction price is mpliigd to determine the price that
each BGS-FP supplier for an EDC receives for ewh of load it serves in each winter

month of the supply period. The winter monthsfewen October 1 through May 31.

IX.F.18. Eligibility and Initial Eligibility

Initial eligibility is equal to the number of tranes that a bidder has financially
guaranteed with a letter of credit (or bid bonddwis Part 2 Application. Initial eligibility can

never exceed the statewide load cap.

A bidder’s initial eligibility is the bidder’s eligility in round 1. A bidder’s eligibility
in round 2 is the total number of tranches biddbrEDCs at the going prices in round 1. For
any subsequent round, a bidder’s eligibility inoand is the bidder’s eligibility at the start of
the previous round minus the number of tranchesthigabidder withdrew in the bidding phase

of the previous round (whether or not the Auctioaridger retains these withdrawn tranches).

IX.F.19. Eligibility Ratio

An eligibility ratio is obtained by dividing the ta eligibility in the Auction by the
number of tranches available in the Auction.
IX.F.20. End of Auction

The Auction ends in the reporting phase of thet fiosind in which the total excess

supply is zero.

IX.F.21. Excess Supply

The excess supply on an EDC is the number of tesbiid at the going price for the

EDC minus the EDC'’s tranche target, or it is zerbichever is greater.

IX.F.22. ExitPrice

If a bidder is reducing eligibility in a round, general the bidder names an exit price.
The bidder names an exit price for the tranchesnoEDC that the bidder is no longer willing
to serve at the price for the current round. Ait psice must be a price higher than the going
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price in the current round and less than or equahé previous going price for the EDC. No

exit price is named when withdrawing tranches eéfeligibility.

I X.F.23. Extension

An extension extends the bidding phase of a round% minutes. Each bidder is
allowed two extensions during the Auction. A bidde automatically deemed to have
requested an extension whenever no bid has beeivedcfrom the bidder by the end of the
scheduled bidding phase of a round and the biddembt used the two allowable extensions.

The bidding phase in round 1 is automatically eaéehfor the convenience of bidders.

IX.F.24. Financial Guarantee

Each qualified bidder must post a financial guaganin the form of a letter of credit (or
bid bond), proportional to its indicative offertae maximum starting price. Some bidders may

be required to post additional pre-Auction seculligpending on a creditworthiness assessment.

IX.F.25. FP Load

FP Load is the retail load excluding the CIEP Load.

IX.F.26. FP Peak Load Share

FP Peak Load Share is the portion attributabladse customers on FP service of PIJM-
determined EDC zonal peak load on one proxy ddye HP Peak Load Share is a single value
measured in MW that consists of the BGS-FP Peakl ISjzare and the peak load attributable
to customers who are served by third party supploer the proxy day and who are in FP rate

classes.

IX.F.27. FreeEligibility

A denied switch that is replaced in filling theriche target by a new tranche at the
going price is said to be outbid. An outbid dersgdtch becomes a tranche of free eligibility.
The bidder can assign a tranche of free eligibtityany EDC(s) and, if the bidder wishes to
withdraw such a tranche, no exit price will be ndrmaad this tranche will not be retained.
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IX.F.28. Full-Requirements Service

Full-requirements service means that the suppsieresponsible for fulfilling all the
requirements of a PJM LSE including capacity, epeencillary services, transmission, and

any other service as may be required by PIM.

IX.F.29. GoingPrice

The going price for an EDC in a round is the prtevhich the Auction Manager is
soliciting bids in that round. A bidder that sulsna bid in a round declares itself ready to

supply the number of tranches bid for each ED@eagbing price for the EDC.

| X.F.30. Indicative Offer

An indicative offer specifies two numbers of traash The first number represents the
amount that the qualified bidder is willing to serat the maximum starting price on a
statewide basis (i.e., for all EDCs combined). $heond number represents the amount that
the qualified bidder is willing to supply at themmum starting price on a statewide basis. At
each of the maximum and the minimum starting prites number of tranches indicated by the
gualified bidder cannot exceed the statewide lagml dndicative offers are provided with the
Part 2 Application.

IX.F.31. Initial Eligibility

See Eligibility and Initial Eligibility.

IX.F.32. Minimum and Maximum Starting Prices

The minimum and maximum starting prices establish tange of possible starting
prices for the Auction: each EDC will choose atstgrprice for round 1 of the Auction that is
between the minimum and the maximum starting priddse EDCs will agree on the statewide

minimum and maximum starting prices.

IX.F.33. MW-Measure

The approximate measure in MW of a single tranareah EDC, given the FP Peak

Load Share for the EDC and the percentage of lepesented by the tranche.
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IX.F.34. Outbid (Denied Switches)

A denied switch that is replaced in filling theriche target by a new tranche at the

going price is said to be outbid.

IX.F.35. Oversupply Ratio

The oversupply ratio is the ratio of the excesspupn an EDC to a measure of the
maximum possible excess supply on that EDC. Thasore of the maximum possible excess
supply on an EDC takes into account the total exsapply in the Auction, the EDC load cap,

and the number of registered bidders.

IX.F.36. Part 1 Application

In their Part 1 Applications, interested partiedl vine asked to submit financial
information so that the EDCs can assess their tevedhiness. In addition, interested parties
will be asked to comply with other qualificationteria, including agreeing to comply with the
BGS-FP Auction Rules and agreeing to the term$i®fBGS-FP Supplier Master Agreement.
Each interested party will also be asked to adnaeif the interested party is successful in its
Part 1 Application it will keep confidential thestiof other successful applicants and it will not
assign its rights or substitute another entitytsrpiace.

IX.F.37. Part 1 Application Date

Date at which Part 1 Applications are due. Thi®deill be set no earlier than 10 days

after the maximum and minimum starting prices hHasen announced.

IX.F.38. Part 2 Application

In the Part 2 Application, qualified bidders willake a number of certifications to
ensure compliance with the association and contiialemformation portion of these rules.
Each qualified bidder is also asked to agree t@ kamnfidential the list of other successful
applicants; to agree that the submission of anycbéétes a binding and irrevocable offer to
provide service under the terms of the BGS-FP SepMaster Agreement; and not to assign
its rights or substitute another entity in its @ac



FINAL BGS-FP AucTioN RULES
- 69 -

IX.F.39. Part 2 Application Date

Date at which Part 2 Applications are due. Thitdaill be set no later than 10 days

before the start of the Auction.

I X.F.40. Productin the Auction

A product in the (BGS-FP) Auction is the BGS-FP dldar an EDC for a three-year
supply period.

IX.F.41. Qualified Bidder

An interested party that has submitted a Part 1liégjoon and that has satisfied all
conditions of the Part 1 Application becomes a ifjedl bidder. Interested parties will be

notified that they have qualified no later tharethdays after the Part 1 Application Date.

IX.F.42. Recess

A recess is a suspension of the Auction for a peabno less than twenty minutes,
giving bidders more time to consider their bids. bAlder may request a recess in the
calculating phase or the reporting phase of a rousach bidder is allowed one recess during
the Auction. A bidder cannot request a recesharfitst ten rounds of the Auction. Starting in
the eleventh round, a bidder may request a receasround if the total excess supply in the

Auction reported in the previous round was 40 arefetranches.

IX.F.43. Reductions

Reductions in the number of tranches bid on an E®@Gvhich the price has ticked
down can be in the form of a withdrawal (i.e., reidg the number of tranches bid on an EDC
without increasing the number of tranches bid dreoEDCs, and thus reducing the number of
tranches bid in total) or a switch (i.e., re-assigrthe total number of tranches bid so that the
number of tranches bid on one or several EDCsdsoed, but the number of tranches bid on

other EDCs is increased by the same amount).
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IX.F.44. Registered Bidder

A qualified bidder that submits a Part 2 Applicatiand that satisfies all conditions of
the Part 2 Application becomes a registered bidd€onditions of the Part 2 Application
include the submission of an indicative offer amthcial guarantees. These conditions also
include making certifications relating to the Asistion and Confidential Information Rules or,
if not all these certifications can be made, prongdadditional information to the Auction

Manager and abiding by the course of action dedyetthe Auction Manager.

IX.F.45. Reporting Phase

The reporting phase is the third and final phasa odund, during which the Auction
Manager informs the bidders of the results of ttwatnd’s bidding phase. All bidders are
informed of the going prices for the next roundidding phase and are provided with a range
of total excess supply. Each bidder privately insxthe results of the bidder’'s own bid from

that round, indicating to each bidder its obligatai this point in the Auction.

IX.F.46. Round

The Auction runs in discrete time periods callednds. Each round has a bidding

phase, a calculating phase, and a reporting phase.

IX.F.47. Rounding

Prices and exit prices are in cents per kWh andaaneded off to the nearest thousandth

of a cent.

IX.F.48. Session

Each day in the Auction will consist of two biddisgssions of roughly equal length.
Each bidding session will consist of a number oinas.

IX.F.49. Starting Prices

The starting prices are announced three days b#feréuction starts. The starting

prices are the going prices in round 1.
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IX.F.50. StatewideLoad Cap

The statewide load cap is a maximum on the numbaanches that a bidder can bid

and win statewide.

IX.F.51. Switchesand Switching

Switching involves an increase in the number afh¢hes bid on some EDCs while at
the same time a reduction in the number of trantiet®n other EDCs. Switching (without a
simultaneous reduction of tranches through a wavdl) occurs when a bidder reallocates its
tranches bid without changing the total numberrafic¢hes bid on all EDCs. Switching alone

has no effect on eligibility.

IX.F.52. Switching Priority

A switching priority is a preference assigned te af the EDCs for which a bidder is
increasing its number of tranches bid. The bidderequired to assign a switching priority

when the bidder is increasing the number of tragdie for more than one EDC.

IX.F.53. Target Eligibility Ratio

The target eligibility ratio is a desired ratioaigibility to the Auction volume.

IX.F.54. Time-Out

A time-out is a pause in the Auction. A time-ousgends activity in the Auction for a
period of up to four hours. The Auction Managen call a time-out at any time during a

round.

IX.F.55. Total Excess Supply

The total excess supply in the Auction is the sawer all EDCs for which the number
of tranches bid exceeds the tranche target, oéxleess supplies for the individual EDCs, plus
tranches of free eligibility.
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IX.F.56. Tranche

A tranche of one EDC is a full-requirements tranctetranche is a fixed percentage
share of the BGS-FP Load of an EDC for the perigtedl, 2012 to May 31, 2015.
IX.F.57. TrancheSize

The tranche size of an EDC in this Auction is tleecpntage share of the BGS-FP Load
of the EDC represented by one tranche.
IX.F.58. Tranche Target

The tranche target is the number of tranches aaik the Auction for an EDC.

IX.F.59. Withdrawal

A bidder reduces the number of tranches bid on@2@ Ehrough a withdrawal when the
bidder is reducing the number of tranches bid oeB&, while not increasing the number of
tranches bid on other EDCs, and thus reducing timeber of tranches bid in total. A bidder
who does not bid a tranche of free eligibility imetround when it becomes available is making

a withdrawal.
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IX.G. Appendix

IX.G.1. Tranches

Data for sample calculations are provided in thdetdelow. The second column of the
table provides, for each EDC, the 2011 FP Peak L®aare on a proxy day. The fourth
column provides the number of tranches for each EbI@ich is the tranche target. The last
column provides the MW-measure, which is genettiéysize of the tranche times the FP Peak

Load Share (please see the note about JCP&L below).

Tablel X-5. Peak Load Shares

FP Peak FP Peak L oad Tranche Size of
EDC Load Share Sharein 2012 Tarcet tranche MW-M easure
(MW) Auction (MW) 9 (%)

PSE&G 8,479.26 2,892.92 29 1.18% 99.76
JCP&l® 5,001.60 1,932.44 20 1.93% 96.62
ACE 2,095.50 666.75 7 4.55% 95.25
RECO 398.20 99.55 1 25.00% 99.55
Total 15,974.56 5,591.66 57

For RECO, the FP Peak Load Share is 398.20 MW. sizeof a tranche is 25%. The
MW-measure is then 99.55 MW, or 25% of 398.20 MW.

With the 2010 Auction, JCP&L began transitioningpimcuring more tranches so that
the MW-measure of a tranche is closer to approximdato0 MW. Three tranches were or will
be added to each of the 2010, 2011, and 2012 Awctid\t the end of the transition, after the
2012 Auction, JCP&L will be procuring 53 tranch&sie percentage of the BGS-FP Load that
JCP&L is procuring, as well as the size of a tramaefhill vary across these three Auctions.

° The Board has directed that JCP&L continue to eséf® MW of its residential load, using the St. Lamge
Project Power and, as necessary, purchases frorreBidihistered markets. JCP&L will serve 10 MW iregv
hour. The FP Peak Load Share in the table abovbdasreduced by 10 MW.
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[X.G.2. Decrements

The calculation of the size of the decreméit,is based on the oversupply ratip,

which is the ratio of the excess supply on an EDGn estimate of the maximum excess
supply:

B-TT
y=———
mln(RES,nEILC—'I'I')

The numerator is the excess supply on an EDC, wisithe number of tranches bid at the
going price B) minus the tranche target ). The denominator is a measure of maximum
possible excess supply for that EDC. The excegglgwn an EDC must be less than or equal
to the total excess supply in the AUCHdRES is the upper bound of the range of total excess
supply reported to bidders or 30 tranches, whichevéarger, and it serves as a measure of
total excess supply in the Auction. The exces®lsupn an EDC must also be less than or
equal to the excess supply that would result frdrbidders bidding the load cap on the EDC.
This is represented bg[LC —TT , namely the number of registered biddexstimes the load
cap LC) minus the tranche targefT ). The estimate of maximum possible excess sufoply
the EDC used for the decrement rulesRES, or the measure based on the number of

registered bidders and the load ¢ai.C —TT , whichever is smaller.
Regime 1
At the start of the Auction, in Regime 1, the faliag decrement formulas will be used.

If an EDC'’s tranche target is 20 tranches or mtren the decrement for that EDC is
set as follows:

A = Max [ 0.005 , min {(0.06§ — 0.006) , 0.05} ]

For example ify = 0.5000, theA = 0.0270, which means that prices are reduced.T#6 2or

the next round. Prices will be rounded off to mlearest thousandth of a cent.

Using this rule, the smallest decrement would E#0(and the amount of the price
decrease would be rounded off to the nearest thatisaf a cent). When the oversupply ratio

is at or below 0.1667 (but above 0), the decrenseset at 0.5%. The decrement is never more
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than 5% (subject to rounding off). When the ovppy ratio is 0.8485 or greater, which

means that the excess supply on the EDC reach@s%4f its maximum, the decrement is set
at 5%. When the oversupply ratio is between 0.1&&Y 0.8485, so that the excess supply on
the EDC is between 16.67% and 84.85% of its maxinthe decrement is between 0.5% and

5% according to the rule given above.

If an EDC’s tranche target is between 10 and 1%ctias (inclusive), then the

decrement for that EDC is set as follows:
A = Max [ 0.005 , min {(0.13 — 0.013) , 0.05} ]

For example ify = 0.3000, thed = 0.0278, which means that prices are reduced 822 for

the next round. Prices will be rounded off to mlearest thousandth of a cent.

Using this rule, the smallest decrement would E&d(and the amount of the price
decrease would be rounded off to the nearest thatisaf a cent). When the oversupply ratio
is at or below 0.1324 (but above 0), the decrenseset at 0.5%. The decrement is never more
than 5% (subject to rounding off). When the ovppy ratio is 0.4632 or greater, which
means that the excess supply on the EDC reach82%f its maximum, the decrement is set
at 5%. When the oversupply ratio is between 0.18840.4632, so that the excess supply on
the EDC is between 13.24% and 46.32% of its maxinthe decrement is between 0.5% and

5% according to the rule given above.

If an EDC'’s tranche target is between 5 and 9 traadinclusive), then the decrement

for that EDC is set as follows:
A =Max [ 0.005, min {(0.1 — 0.006) , 0.05} ]

For example ify = 0.2500, theA = 0.0340, which means that prices are reduced.4f 3or

the next round. Prices will be rounded off to mlearest thousandth of a cent.

Using this rule, the smallest decrement would E&d(and the amount of the price
decrease would be rounded off to the nearest thatisaf a cent). When the oversupply ratio
is at or below 0.0688 (but above 0), the decrenseset at 0.5%. The decrement is never more
than 5% (subject to rounding off). When the ovppy ratio is 0.3500 or greater, which
means that the excess supply on the EDC reacheoB&%maximum, the decrement is set at
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5%. When the oversupply ratio is between 0.068B@A500, so that the excess supply on the
EDC is between 6.88% and 35% of its maximum, therateent is between 0.5% and 5%

according to the rule given above.

If an EDC'’s tranche target is 4 tranches or fewres,decrement for that EDC is set as a

series of steps.

Using this rule, the smallest decrement would be (8%d the amount of the price
decrease would be rounded off to the nearest thdtisaf a cent). The smallest decrement
would be in effect when the oversupply ratio ioabelow a pre-determined minimum value.
The decrement is never more than 5% (subject todiog off). The largest decrement would
be in effect when the oversupply ratio is abovere&determined maximum value. When the
oversupply ratio is in between the pre-determineghimum and maximum values, the
decrement will be set at one or more values betwéerand 5%. For two or more consecutive

values of the oversupply ratio, the decrement stdly constant.

For example, if the tranche target is 1 and ifribenber of registered bidders is greater

than or equal to 15, the following series of stepsld be used:
0.01 if y <0.15
A =< 0.03 if 0.15<y<0.3
0.05 if y >0.3

When the oversupply ratio is at or below a minimuaiue of 0.1500, the decrement is set at
1%. When the oversupply ratio is above a maximuinevaf 0.3000, which means that the
excess supply on the EDC exceeds 30.00% of itsrmanri the decrement is set at 5%. When
the oversupply ratio is at or below 0.3000 but &06v1500, so that the excess supply on the
EDC is at or below 30% but above 15% of its maximtire decrement is constant at 3%

As another example, if the tranche target is 2iatitte number of registered bidders is

greater than or equal to 16, the following seriesteps could be used:
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0.01 if y < 0.08
A =< 0.03 if 0.08<y<0.18
0.05 if y >0.18

When the oversupply ratio is at or below a minimuaiue of 0.0800, the decrement is set at
1.00%. When the oversupply ratio is above a maximahae of 0.1800, which means that the
excess supply on the EDC exceeds 18% of its maxinttuendecrement is set at 5%. When the
oversupply ratio is between 0.0800 and 0.1800,hst the excess supply on the EDC is

between 8% and 18% of its maximum, the decremeagtnstant at 3%.

The rules provided above as examples have thresbp@values for the decrement or
three “steps”. The exact form of the rules usedhm Auction for EDCs with four or fewer
tranches will depend on the tranche target anchemumber of registered bidders. In general,
if the tranche target increases or the numbergi$tered bidders increases, the number of steps

in the function may increase.
Change in Regime

Decrements continue to be between 0.5% and 5% efptlevious going price as
calculated by the decrement formulas of Regime fll time going prices for round 4 are
calculated. After that time, in the first roundvifnich the total excess supply in the Auction is
reported to bidders to be 30 or fewer tranches,dé@ement formulas of Regime 2 will be
used for the prices that will be the going priaeshe next round and for the remainder of the
Auction.

Regime 2
Later in the Auction, in Regime 2, the followingcdement formulas will be used.

If an EDC'’s tranche target is 20 tranches or mtren the decrement for that EDC is

set as follows:
A = Max [ 0.0025 , min {( 0.038 - 0.002) , 0.025} ]

For example ify = 0.5000, the = 0.0145, which means that prices are reduced 4524 for

the next round. Prices will be rounded off to tleaumest thousandth of a cent.
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Using this rule, the smallest decrement would #5%. (and the amount of the price
decrease would be rounded off to the nearest thdtisaf a cent). When the oversupply ratio
is at or below 0.1364 (but above 0), the decrensest at 0.25%. The decrement is never more
than 2.5% (subject to rounding off). When the ouppy ratio is 0.8182 or greater, which
means that the excess supply on the EDC reach@2%lof its maximum, the decrement is set
at 2.5%. When the oversupply ratio is between G118&l 0.8182, so that the excess supply on
the EDC is between 13.64 and 81.82% of its maximtin@,decrement is between 0.25% and
2.5% according to the rule given above.

If an EDC’s tranche target is between 10 and 1%ctias (inclusive), then the

decrement for that EDC is set as follows:
A = Max [ 0.0025 , min {(0.068 — 0.0065) , 0.025} ]

For example ify = 0.3000, thed = 0.0139, which means that prices are reduced 3824 for

the next round. Prices will be rounded off to tleaumest thousandth of a cent.

Using this rule, the smallest decrement would #5%. (and the amount of the price
decrease would be rounded off to the nearest thdtisaf a cent). When the oversupply ratio
is at or below 0.1324 (but above 0), the decrensest at 0.25%. The decrement is never more
than 2.5% (subject to rounding off). When the oupmy ratio is 0.4633 or greater, which
means that the excess supply on the EDC reach&2 dbits maximum, the decrement is set at
2.5%. When the oversupply ratio is between 0.13#(4632 so that the excess supply on the
EDC is between 13.24 and 46.32 of its maximum,d&éerement is between 0.25% and 2.5%

according to the rule given above.

If an EDC'’s tranche target is between 5 and 9 trasdinclusive), then the decrement

for that EDC is set as follows:
A =Max [ 0.0025 , min {(0.0§ — 0.003) , 0.025} ]

For example ify = 0.3000, thed = 0.0210, which means that prices are reduced 1322 for

the next round. Prices will be rounded off to tleamest thousandth of a cent.

Using this rule, the smallest decrement would 25%. (and the amount of the price

decrease would be rounded off to the nearest thdtisaf a cent). When the oversupply ratio
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is at or below 0.0688 (but above 0), the decrenses¢t at 0.25%. The decrement is never more
than 2.5% (subject to rounding off). When the oupmy ratio is 0.3500 or greater, which

means that the excess supply on the EDC reacheoB&8maximum, the decrement is set at
2.5%. When the oversupply ratio is between 0.0688 @3500, so that the excess supply on
the EDC is between 6.88% and 35% of its maximura,dbcrement is between 0.25% and

2.5% according to the rule given above.

If an EDC'’s tranche target is 4 tranches or fewlex,decrement for that EDC is set as a

series of steps.

Using this rule, the smallest decrement would B&%. (and the amount of the decrease
in price would be rounded off to the nearest thad#a of a cent). The smallest decrement
would be in effect when the oversupply ratio ioabelow a pre-determined minimum value.
The decrement is never more than 2.5% (subjeaunding off). The largest decrement would
be in effect when the oversupply ratio is aboveredetermined maximum value. When the
oversupply ratio is in between the pre-determineghimum and maximum values, the
decrement will be set at one or more values betw®86% and 2.5%. For two or more

consecutive values of the oversupply ratio, theetlaent will stay constant.

For example, if the tranche target is 1 and ifribenber of registered bidders is greater

than or equal to 15, the following series of stepsld be used:
0.0025 if y < 0.15
A =< 0.015 if 015<y<0.3
0.025 if y >0.3

When the oversupply ratio is at or below a minimuaiue of 0.1500, the decrement is set at
0.25%. When the oversupply ratio is above a maximatae of 0.3000, which means that the
excess supply on the EDC exceeds 30.00% of its rmari the decrement is set at 2.5%.
When the oversupply ratio is at or below 0.3000dhdve 0.1500, so that the excess supply on
the EDC is at or below 30.00% but above 15.00%sofiaximum, the decrement is constant at
1.5%.
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As another example, if the tranche target is 2iatite number of registered bidders is greater

than or equal to 15, the following series of stepsld be used:
0.005 if y < 0.08
A =< 0.015 if 0.08<y<0.18
0.025 if y >0.18

When the oversupply ratio is at or below a minimuaiue of 0.0800, the decrement is set at
0.50%. When the oversupply ratio is above a maximate of 0.1800, which means that the
excess supply on the EDC exceeds 18.00% of its rmari the decrement is set at 2.5%.
When the oversupply ratio is between 0.0800 an80@,1so that the excess supply on the EDC
is between 8.00% and 18.00% of its maximum, theaheent is constant at 1.5%.

The rules provided above as examples have thresbp@values for the decrement or
three “steps”. The exact form of the rules for EDGth 4 or fewer tranches will depend on the
tranche target and on the number of registeredelgddin general, if the tranche target increases

or the number of registered bidders increasesyungber of steps in the function may increase.

The decrement for an EDC with a tranche target of #wer is subject to an automatic
increase when the decrement remains at the Regmmaithum for three rounds in a row. The
maximum number of rounds in a row for which therdatent is increased is three rounds. If
the decrement is increased, it is set to the aeecdghe minimum decrement and the next

highest decrement.

Specifically, the decrement isumped up i.e., increased from the minimum to an
average of the two smallest decrements, wheneeedelsrement would otherwise have been

set at the minimum in that round, and:
* Inthe three previous rounds, the decrement waatsbe minimum; or

» Of the three previous rounds, the decrement waatgbe minimum for the first two of

these previous rounds and the decrement was buumpiedthe third; or

» Of the three previous rounds, the decrement waststte minimum for the first of
these three previous rounds and was bumped upeirs¢cond and third of these

previous rounds.
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For example, suppose that the tranche target rdltteat the number of registered bidders is
greater than or equal to 15. If the oversuppliorat at or below 0.1100 for rounds 20, 21, 22
and 23, the decrement is set at the minimum (0.2B%aounds 20, 21 and 22, but the
decrement is increased to 0.875% (the averageeahihimum decrement 0.25% and the next

highest decrement, 1.5%) in round 23.



