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A. CIEP PAYMENT FLOWS

Three types of payment flows are outlined below: payments from the Electric
Distribution Company (“EDC”)* to the BGS-CIEP Supplier, payments from the BGS-
CIEP customer and the CIEP customer? to the EDC, and payments from the BGS-CIEP
Supplier to the EDC. Customers are not assigned to a particular BGS-CIEP Supplier, and
there are no direct payment flows between end-use customers and BGS-CIEP Suppliers.
A complete itemization of payments to and from the BGS-CIEP Suppliers is found in
Article 9, Billing and Payment of the BGS-CIEP Supplier Master Agreement. For more
information, see section D of this CIEP portion of this information packet. The BGS-
CIEP Supplier will also have costs associated with meeting its Load Serving Entity
(“LSE”) obligation, which it will settle directly with PJIM. These costs are not covered in
this section. Payments may also result from the application of Section 15.9 of the BGS-
CIEP Supplier Master Agreement related to changes in transmission rates. Please note
that the Board has approved a change to Section 15.9 in its November 9, 2011 Order.
These payments are not explicitly described here but some Frequently Asked Questions
related to these payments are included at the end of this section.

A.l. Key Definitions

BGS-CIEP Supplier Responsibility Share. As set forth in the BGS-CIEP Supplier
Master Agreement and the BGS-CIEP Auction Rules, each EDC determines a BGS-CIEP
tranche size, which is multiplied by the number of tranches won at the Auction to
determine each BGS-CIEP Supplier’s BGS-CIEP Supplier Responsibility Share. It is this
BGS-CIEP Supplier Responsibility Share that determines the percentage of BGS-CIEP
Load for which the BGS-CIEP Supplier is responsible. Tranche sizes have been updated
since the Provisional BGS-CIEP Auction Rules were filed on July 1, 2011 and are set out
in the Final BGS-CIEP Auction Rules. The updated tranche sizes are reproduced in Table
A-1 below.

! The EDCs are the following: Public Service Electric and Gas Company (“PSE&G”), Jersey Central
Power & Light Company (“JCP&L™), Atlantic City Electric Company (“ACE”), and Rockland Electric
Company (“RECO”).

2 CIEP customers are sometimes referred to as CIEP-Eligible or BGS-CIEP-Eligible customers. The
concept is the same. A CIEP customer is either a BGS-CIEP customer or is a customer served by a Third
Party Supplier who, were the customer to take BGS, the customer would do so on a CIEP tariff or rate.
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2 ¢ CIEP PAYMENT FLOWS CIEP AucTION

Table A-1. 2012 BGS-CIEP Tranches

EDC CIEP Peak Load Number of Size of Tranche MW-Measure

Share (MW) Tranches (%) (MW)
PSE&G 1,820.77 25 4.00% 72.83
JCP&L 789.00 11 9.09% 71.73
ACE 315.20 5 20.00% 63.04
RECO 42.80 1 100.00% 42.80
Total 2,967.77 42

Preliminary and Final Energy Allocations. Monthly invoices will calculate payments
for the current period based on preliminary allocations of energy, which are calculated
from the Supplier Responsibility Share and the total BGS-CIEP Load for the EDC.
Energy allocations will include allowances for losses on the EDC system associated with
BGS-CIEP Load. The invoice will also include any adjustment amounts for differences
in the final and preliminary allocations from prior periods. Invoiced amounts may be a
payment from the EDC to the BGS-CIEP Supplier or a payment by the BGS-CIEP
Supplier to the EDC. Reference is made below to “PMEA” for Preliminary Monthly
Energy Allocation, “FMEA” for Final Monthly Energy Allocation, “PHEA” for
Preliminary Hourly Energy Allocation, and “FHEA” for Final Hourly Energy Allocation.
The PMEA and PHEA are the initial determinants of the BGS-CIEP Supplier share of the
monthly and hourly energy used by BGS-CIEP customers, adjusted for losses. The
PMEA and FMEA upon which ancillary service payments to BGS-CIEP Suppliers are
based, and the PHEA and FHEA upon which energy payments to BGS-CIEP Suppliers
are based, will reflect load at the customer meter plus losses as reported to PJM and as
de-rated by PJM in conjunction with marginal loss implementation. The volumes of
energy upon which BGS-CIEP Supplier payments (excluding the CIEP Standby Fee
payment) are based will be equal to the energy volumes for which BGS-CIEP Suppliers
are responsible for in the PJM energy settlement process.

A.2. Payments from EDC to Supplier
These payments will consist of the following:

= The CIEP Standby Fee, at a level of 0.015¢/kwWh, multiplied by the BGS-
CIEP Supplier Responsibility Share of the preliminary kilowatt hours used by
CIEP customers measured at the customer meter.
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A.3.

The PJM-real time local marginal price (“LMP”) for the EDC zone, multiplied
by the PHEA, summed over the month and multiplied by the BGS-CIEP
Supplier Responsibility Share.

An Ancillary Services Charge, at a level of $6.00/MWh, multiplied by the
PMEA and multiplied by the BGS-CIEP Supplier Responsibility Share.

The Transmission Charge, multiplied by the BGS-CIEP Supplier
Responsibility Share of the daily transmission obligation of BGS-CIEP
customers. The Transmission Charge will reflect applicable and current Open
Access Transmission Tariff (“OATT?”) rates as of a date specified in the BGS-
CIEP Supplier Master Agreement, intended to be on or near to January 1,
2012, excluding any surcharges or any charge that is in effect as of that date
subject to refund by the FERC.

The CIEP Price, multiplied by the BGS-CIEP Supplier Responsibility Share
of the daily capacity obligation of all BGS-CIEP customers.

Any amounts due under Section 15.9 of the BGS-CIEP Supplier Master
Agreement.

PMEA/FMEA Adjustment Amount for any month in which the FMEA
exceeds the PMEA.

PHEA/FHEA Adjustment Amount to the extent that such amount is in favor
of the BGS-CIEP Supplier.

The CIEP Standby Fee, multiplied by the difference between the final and
preliminary kilowatt hours used by CIEP customers, measured at the customer
meter, multiplied by the BGS-CIEP Supplier Responsibility Share, if the final
kWh exceed the preliminary kWh.

Payments from Supplier to EDC

These payments will consist of the following:

One-time assessment based on the Tranche Fee, to cover administrative costs.
The Tranche Fee will be announced prior to the Auction, and payment will be
the Tranche Fee multiplied by the number of tranches won by the BGS-CIEP
Supplier. The assessment will appear on the first invoice, in June 2012,
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4 ¢ CIEP PAYMENT FLOWS CIEP AucTION

A.A4.

PMEA/FMEA Adjustment Amount for any month in which the PMEA
exceeds the FMEA.

PHEA/FHEA Adjustment Amount for any month in which payment is due to
the EDC.

The CIEP Standby Fee multiplied by the difference between the preliminary
and the final kilowatt hours billed by the EDC to CIEP customers, measured
at the customer meter, multiplied by the BGS-CIEP Supplier Responsibility
Share, if the final kWh are less than the preliminary kWh.

Payments from BGS-CIEP or CIEP Customers to EDC

These payments will consist of the following:

A.5.

The PJM real-time LMP, multiplied by the hourly energy usage adjusted for
losses on the EDC system, summed over the month. (BGS-CIEP customers).

An Ancillary Services Charge, at a rate pre-determined by each EDC,
multiplied by the monthly energy usage. (BGS-CIEP customers).

The CIEP Price, determined at the Auction converted to a retail rate
(depending on the EDC and the rate class, this conversion may be done in
different ways). (BGS-CIEP customers).

The transmission retail rate, reflecting the Transmission Charge as of the
commencement of the term of the BGS-CIEP Supplier Master Agreement and
any Board approved changes to such rates. (BGS-CIEP customers).

The CIEP Standby Fee, multiplied by the monthly energy usage measured at
the customer meter. (CIEP customers).

Corrections/Adjustments after PJM Final Settlement

Additionally, the BGS-CIEP Supplier Master Agreement provides that if there are
corrections or adjustments that would have resulted in changes in the PJM settlement, but
the deadline for settlement has passed, the EDC will directly settle the difference with the
BGS-CIEP Supplier. This payment could go either way. It is also possible that an
adjustment to customer bills to reconcile the revenue billed to BGS-CIEP customers by
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the EDC with the amount paid to BGS-CIEP Suppliers will affect BGS-CIEP customer
bills.

A.6. Frequently Asked Questions on Payments and Rates

For bidder convenience we present below some FAQs related to supplier payments.
What were the CIEP Standby Fees in prior years?

The level of the CIEP Standby Fee was 0.015¢/kWh from 2003 to 2011, except for 2006.
In 2006, the BGS-CIEP Auction set the CIEP Standby Fee for each EDC. In 2006, the
CIEP Standby Fee was 0.04981¢/kWh for PSE&G and RECO, 0.04787¢/kwWh for
JCP&L, and 0.03876¢/kwWh for ACE.

Regarding Section 15.9 of the BGS Supplier Master Agreements, will changes in PJM
OATT Schedule 13 be considered transmission rate changes? If so, what is the current
level of these charges that will be deemed effective for the purpose of determining a
change?

The PJM OATT Schedule 13 charge, titled “Expansion Cost Recovery Charge” is
designed to recover revenues for non-capital expenses incurred by PJM. The EDCs
consider Schedule 13 to be an ancillary service.

Where can | find the tariff sheets from the four New Jersey Electric Distribution
Companies?

Draft tariff sheets have been posted to the Regulatory Process page as part of the EDCs’
compliance filing.

— PSE&G:
http://www.bgs-auction.com/documents/2012 PSE&G Tariff Sheets filed July-1-2011.pdf

— JCP&L:
http://www.bgs-auction.com/documents/2012 JCP&L Tariff Sheets filed July-1-2011.pdf

— ACE:
http://www.bgs-auction.com/documents/2012 ACE Tariff Sheets filed July-1-2011.pdf

— RECO:
http://www.bgs-auction.com/documents/2012 RECO Tariff Sheets filed July-1-2011.pdf
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After the BGS Auctions, the EDCs post on their own web sites draft tariff sheets to
become effective June 1 upon approval by the Board of Public Utilities. Current tariff
sheets are available at the following links:

PSE&G: http://www.pseqg.com/companies/pseandg/schedules/tariffs.jsp

— JCP&L:
http://www.firstenergycorp.com/Residential and Business/Customer Choice/Tariff Info
rmation/New Jersey Tariffs.html

— ACE: http://www.atlanticcityelectric.com/tariffs/default.aspx

- RECO:
http://www.oru.com/aboutoru/tariffsandregulatorydocuments/newjersey/scheduleforelect
ricservice.html

Could you please provide the firm transmission service rates announced before each of
the last three Auctions? Are filings and orders for changes in the transmission rate
available on the BGS Auction web site?

The base rates for firm transmission service are announced before each Auction. The
rates announced before the past three Auctions are provided below.

Rate for Firm Transmission Service ($/MW-day)

2011 2010 2009
PSE&G 62.65 58.14 49.47
JCP&L 41.40 41.40 41.40
ACE 83.18 68.33 57.10
RECO 87.98 87.98 87.98

Filings and Orders regarding changes in the transmission rate under Section 15.9 of the
Supplier Master Agreement can be found on the BPU Links page.
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B. OVERVIEW OF CIEP CREDIT REQUIREMENTS

This overview explains the credit requirements for an Applicant to the BGS-CIEP
Auction (“Auction™). It describes the process by which pre-auction security posted by an
Applicant is returned after the BGS-CIEP Auction closes. It also explains the credit
requirements for a winner in the auction that becomes a BGS-CIEP Supplier (“Supplier”).

B.1. Application Process

The application process for the BGS-CIEP Auction is in two parts. Interested parties
submit a Part 1 Application to become Qualified Bidders. Qualified Bidders can then
submit a Part 2 Application to become Registered Bidders. For a detailed description of
the application process, please refer to section E of the General Information portion of
this information packet.

B.2. Pre-Auction Credit Requirements Applicable to All
Applicants

All Qualified Bidders submit an indicative offer with their Part 2 Applications, which
includes the number of tranches that the Qualified Bidder is willing to serve statewide at
the maximum starting price. The maximum starting price is $300/MW-day.

With their Part 2 Applications, all Qualified Bidders submit a pre-auction letter of credit
(or bid bond) in the amount of $375,000 per tranche of their indicative offer at the
maximum starting price. The final pre-auction letter of credit was posted on the BGS
Auction web site after the conclusion of a comment process during which the EDCs
accepted a number of modifications that Qualified Bidders can use on an optional basis.
The pre-auction letter of credit must be for the account of the Qualified Bidder. The
Auction Manager will hold the pre-auction letter of credit until the New Jersey Board of
Public Utilities (“Board”) has rendered a decision regarding the Auction results and
either: 1) the bidder is confirmed not to have won any tranches at the Auction; or: 2) the
bidder has won tranches, has signed the BGS-CIEP Supplier Master Agreement
(“Agreement”), and has provided any security required under the Agreement. At that
time, the Auction Manager will return the cancelled pre-auction letter of credit with the
executed certificate of expiration.

There are no additional pre-auction security requirements for the BGS-CIEP Auction at
the application stage.
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B.3. Return of Pre-Auction Security for all BGS-CIEP Bidders

Qualified Bidders will be providing pre-auction letters of credit as part of their Part 2
Applications. The pre-auction letters of credit will be held by the Auction Manager.

In order to facilitate the rapid return and cancellation of the pre-auction letters of credit,
the Auction Manager, the EDCs, and the bidders agree to take the following steps:

=  Each bidder submits to the Auction Manager any special return instructions with its
Part 2 Application in order to expedite the return of collateral.

= Each bidder will work with its bank to ensure that the return of its pre-auction letter
of credit is expected and that its bank is able to process the certificate of expiration
promptly upon receipt.

= The certificate of expiration for the pre-auction letter of credit must be signed by all
the EDCs. The certificates of expiration will be signed by all EDCs in advance of
the close of the BGS-CIEP Auction and held in escrow by the Auction Manager.
Each EDC will instruct the Auction Manager to release the pre-auction letter of
credit promptly after the bidder signs the Agreement and posts the appropriate
security.

= The Auction Manager will forward the certificate of expiration to the bidder’s bank
as soon as all the EDCs instruct the Auction Manager to release the pre-auction
letter of credit.

= The Auction Manager will send to the issuing bank (with a copy to the bidder) the
cancelled pre-auction letter of credit and the certificate of expiration by overnight
delivery service or according to any special instructions provided by the bidder. A
letter from the Auction Manager to the bank clarifying the purpose of the
submission will accompany the package.
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B.4. Credit Process for BGS-CIEP Winners upon Signing the
BGS-CIEP Supplier Master Agreement

The Agreement is the governing document in the post-auction period. Article 6 contains
the detailed requirements for creditworthiness and financial guarantees for winners at
the Auction.

After the Auction closes, if the Board approves the results, a winner at the Auction has
three business days to execute the Agreement with each EDC in whose territory it has
won tranches and to post any required security.

Suppliers may be required to post the Total Exposure Amount (“TEA”), as defined in the
Agreement, in the form of a letter of credit, a Guaranty, or a cash deposit.

As defined in the Agreement, the TEA is an amount calculated daily for each Supplier
reflecting the total credit exposure to an EDC and consisting of the sum of: (i) the
“Mark-to-Market Exposure Amount” arising under BGS-FP Supplier Master Agreements
between the Supplier and the EDC; (ii) the Credit Exposure under the BGS-CIEP
Supplier Master Agreement; and (iii) the amount designated as the “credit exposure”
under any other BGS Supply agreements providing for BGS-CIEP Supply. The Credit
Exposure is $70,000 per tranche.

The TEA will be assessed against the credit limit, as set forth in Table B-1 below. If the
TEA exceeds the credit limit, the Supplier will be required to post the difference between
the TEA and the credit limit. This difference may be posted in the form of a letter of
credit, a Guaranty, or a cash deposit.

Table B-1. Credit Limits for the Supplier or Guarantor

Max. Credit Limit

Credit Rating of the Supplier or Guarantor (lesser of the % of TNW or
credit limit cap)
S&P Moody’s  Fitch AM. Best % Crec(';;;'m't
A-and above A3 and above A-andabove aaa 16% of TNW $60,000,000
BBB+ Baal BBB+ aa 10% of TNW $40,000,000
BBB Baa2 BBB a 8% of TNW $30,000,000
BBB- Baa3 BBB- bbb 6% of TNW $15,000,000
Below BBB- Below Baa3 Below BBB- Below bbb 0% of TNW 0
NERA
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C. FINAL BGS-CIEP AUCTION RULES

Note: Thisis a courtesy copy of the Final BGS-CIEP Auction Rules. The official version is provided on the
BGS Auction web site (http: //www.bgs-auction.convbgs.bidinfo.ar.asp). Section references provided in the
official version of the Final BGS-CIEP Auction Rules have been preserved herein to maintain consistency
between the Final BGS-CIEP Auction Rules posted on the web site and this courtesy copy.

VIIILA. Introduction

VIIILA.1. Overview

The four New Jersey Electric Distribution Compan(i&DCs”) are Atlantic City
Electric Company (“ACE”), Jersey Central Power &ht Company (“*JCP&L"), Public
Service Electric and Gas Company (“PSE&G”), and KrRoud Electric Company
(“RECQO”). The EDCs will procure full-requiremensgrvice for their Commercial and
Industrial Energy Pricing (BGS-CIEP) loads in aghi statewide Auction for a one-year
term from June 1, 2012 to May 31, 2013. The Auctall determine a CIEP Price
measured in $/MW-day. Each EDC'’'s CIEP Load inctutlee load of all customers
served at transmission voltage and other largeomests, as described in Table VIII-1.
The BGS-CIEP Load for each EDC will be divided iaumber of tranches of equal
size, each accounting for the same percentage&RC’'s BGS-CIEP Load.

BGS-CIEP is not a term-price service, but a sertie is priced to the hourly
market. Suppliers will be bidding for the rightgerve a portion of BGS-CIEP Load for
one or more EDCs. Customers on BGS-CIB&$-CIEP customerswill pay, and
winning suppliers will receive, the PJM zonal réaie hourly locational marginal price,
as well as the pre-specified ancillary services @td transmission costs based on the
PJM Open Access Transmission Tariffs (“OATT”) irfeet on January 1, 2012. Energy
charges and ancillary service charges to customirde adjusted for losses on each
EDC’s system as appropriate. CIEP customers @le.customers eligible for BGS-
CIEP) will pay, and winning suppliers will receivbe CIEP Standby Fee, which is a fee
for the option available to each CIEP customera&frig BGS on this tariff. This fee is
set at 0.015¢/kwWh of the energy used by CIEP custsrmeasured at the customer
meter. The Auction will determine for each EDC KR Price (“price”) measured in
$/MW-day, that will be reflected in the rates chetgo customers on BGS-CIEP, and
that will be paid to each winning supplier on thasis of the share of the tranches for an
EDC that each supplier has won at the Auction. ddggacity obligation is the unforced
capacity requirement for the aggregate group of EHSP customers determined in
accordance with the EDC and PJM practices on & tasis.
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The EDCs will procure their BGS-CIEP Loads through Simultaneous
Descending Clock Auction (“Clock Auction”). Thedgk Auction proceeds in a series
of rounds. During the bidding phase of each rowadh bidder must indicate how many
tranches of each EDC’s BGS-CIEP Load the biddehe&gsto serve given the prices
announced by the Auction Manager. The prices lvélin dollars per megawatt-day. A
bid is the number of tranches of each EDC’s BGS-CliRd.that a bidder wants to
serve. After the bidding phase of a round, thetidacManager reduces the price for the
tranches of an EDC by a decrement if the numbéraothes bid by all bidders is greater
than the number of tranches that are needed forBb&. The Auction Manager then
announces new prices for each EDC before biddinghe next round opens. The
Auction continues and the prices tick down untily €ach EDC, the total number of
tranches subscribed falls to the point where itaésjthe number of tranches needed.
When the Auction ends, the bidders holding trancheke final round are the winners.
The Board of Public Utilities (“Board”) has appravéhe Auction Process and will be
overseeing the Auction. Following the end of thec#on, the Board will decide whether
to approve the Auction results and if it does, weirsnwill become authorized BGS-CIEP
suppliers. All winners for an EDC’s tranches rgeethe same price, as explained in
section VIII.C.11.

VIIIL.A.2. Basic Generation Service and Load to Be Procured

Basic Generation Servicepr BGS, is the electric supply for those retall
customers who are not served by a third party seppBGS Loadis the load associated
with these customers, and it is obtained by subtrg¢he load of third party suppliers
from the retail load in an EDC zone. For each EBGS Load is divided into two
portions,BGS Commercial and Industrial Energy Pricing LoadBGS-CIEP Load”
andBGS Fixed-Price Load“"BGS-FP Load). An EDC’s BGS-CIEP Load is defined
to include the sum of the hourly load of all BGS=@I customers, times the EDC loss
expansion factor associated with each CIEP ratescl&€IEP customersrefer to all
customers that are eligible for BGS-CIEP, whethenat they choose BGS-CIEP. That
is, CIEP customers are retail customers who arendgaBGS-CIEP, or are retail
customers served by a third party supplier whoewikey to take BGS, would be served
under a CIEP (rather than an FP) tariff or ratee Board lowered the CIEP line to 750
kW for the period starting June 1, 2011. TablelXlprovides each EDC's list of rate
classes for which either all customers, or onlyt@uers with a peak load contribution of
750 kW or greater, must currently take BGS on aRCi&iff or rate. BGS-FP Load is the
load associated with customers who take BGS bwadon an FP (rather than a CIEP)
tariff or rate.
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Table VIII-1. Customers That Must Take BGS on a CIEP Tariff
Customers I Voltage
EDC Rate Class Included Description Level
High Tension Service General purposes at high 138,000V
("HTS-HV") Al voltages ©
230,000V
High Tension Service All General purposes at 26,400V to
("HTS-Sub”) subtransmission voltages 69,000V
PSE&G
Large Power and Lighting, All Gr(ia;(;:al dﬂg{ﬁgjﬁsnat 2,400V to
Primary Service (“LPL-P”) P y 13,200V
voltages
Large Power and Lighting, General purposes at
Secondary Service (“LPL- 750 kW or secondary distribution 208V'to
" greater 480V
S”) voltages
General Service Primary All Gr(ienrlz:al dﬁ:{ﬁgjﬁsnat 2,400V to
(‘GP”) primary 34,500YV
voltages
, General purposes at
General Service Al transmission voltages 34,50&v
Transmission (“GT") Al Fioh Tension Servi 530.000V
ICP&L igh Tension Service ,
, General purposes at
Cfentiral Service Secondary 750 kW or secondary distribution 120 — 480V
(“GS”") greater
voltages
: General purposes at
G_eneral Serwse Se”condary750 KW or secondary distribution 120 — 480V
Time-of-Day (“GST") greater
voltages
Transmission General All General purposes at high 23,000V or
Service (“TGS") voltages higher
Annual General Service — 750 kW or Grm(;:al dﬂg{ﬁé’jﬁgn&t 4,000 &
Primary (“AGS-Primary”)  greater P y 12,000V
voltages
Annual General Service — 750 KW or General purposes at
Secondary (“AGS- secondary distribution 120 — 480V
ACE , greater
Secondary”) voltages
Monthly General Service General purposes at
Primary (“MGS — 790 kW or primary distribution 4,000 &
. " greater 12,000V
Primary”) voltages
Monthly General Service 750 KW or General purposes at
Secondary (“MGS - greater secondary distribution 120 — 480V

Secondary”)

voltages
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Service Classification No. 7
— Primary TOU Service and

Primary service

2,400V or

All customers with demands |
Sepqrately M'etered Space exceeding 750 kW higher
Heating Service
RECO _
All primary
Service Classification No. 2750 kW or  General primary and and
— General Service greater secondary service secondary
voltages

For purposes of the Auction, the BGS-CIEP LoadaioEDC is called aroduct
in the Auction the BGS-CIEP Load for PSE&G is a product in thecton, and the
BGS-CIEP Load for ACE is another product in the #amt, etc. Each product in the
Auction is divided into units callettanches each representing the same percentage of
that EDC’s BGS-CIEP load. The number of tranclmeg €ach EDC will procure in the
Auction and the size of each tranche (i.e., thegnage of the BGS-CIEP Load that
each tranche represents for an EDC) are providexvhe Table VIII-2. Table VIII-2
also provides a MW-measure for each of an EDCisctieas. The MW-measure of each
tranche is determined on the basis of the obliga#tiributable to all CIEP customers
(those who receive BGS and those who do not) diiid (called th€IEP Peak Load
Sharg. Table VIII-2 incorporates the October 2011 updat this obligation by PJM.

Table VIII-2. Number of Tranches and MW-Measures of Tranches per EDC

EDC CIEP Peak Load Number of Size of MW-measure

Share (MW) tranches tranche (%) (MW)
PSE&G 1,820.77 25 4.00% 72.83
JCP&L 789.00 11 9.09% 71.73
ACE 315.20 5 20.00% 63.04
RECO 42.80 1 100.00% 42.80
Total 2,967.77 42

The EDCs do not represent that each tranche wik ltlae loads shown above or
any particular value. The actual BGS-CIEP Loadl wiépend upon many factors
including customer migration to third party suppie@nd weather conditions. Bidders
are responsible for evaluating the uncertaintiss@ated with BGS-CIEP Load.

VIILA.3. Payment to BGS-CIEP Suppliers

Winners at the Auction are authorized to become HHEF suppliers by the
Board. A BGS-CIEP supplier providésll-requirements serviceor the percentage of
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the EDC's BGS-CIEP Load for a given supply periogre&sponding to the number of
tranches won by the BGS-CIEP supplier for that superiod. Full-requirements
service means that the BGS-CIEP supplier is resplendor fulfilling all the
requirements of a PJM Load Serving Entity (“LSEMpcluding capacity, energy,
ancillary services and transmission, and any o#ewice as PJM may require. A
winning supplier may win one or more tranches foe or more EDCs.

Each BGS-CIEP supplier receives an EDC-specificvagt transmission rate
applied to the supplier’'s share (the number ofdin@s won times the size of the tranche)
of the BGS-CIEP transmission obligation. This smaission rate will be based on the
OATT rate in effect on January 1, 2012 and willdmmounced prior to the Auction. To
the extent that the transmission rates changehatdite Board approves a corresponding
change to the BGS-CIEP customers’ rates: (1) ihsuchange results in an increase in
BGS-CIEP customers’ rates, then any additionalrrege collected as a result of such an
increase, once approved by the FERC in a finalrbraled no longer subject to refund,
would be to the benefit of BGS-CIEP suppliers; 2y if such a change results in a
decrease in BGS-CIEP customers' rates, then amgaiex in revenues would result in
payments to BGS-CIEP suppliers being reduced. prameters of what constitutes a
change in transmission rates are specified in @ectb.9 of the BGS-CIEP Supplier
Master Agreement. Each BGS-CIEP supplier receawveancillary service payment rate,
pre-specified for each EDC, that includes PJM-adstristive costs, and that is applied to
the supplier's share of BGS-CIEP Load (energy)chHAGS-CIEP supplier receives the
zonal real-time locational marginal price for thapglier's share of BGS-CIEP Load
(energy), andhe pricedetermined in the Auction applied to the suppliatere of the
BGS-CIEP capacity obligation. With respect to tates that will be paid by BGS-CIEP
customers, the transmission rate is based on esthdéemand charge or transmission
obligation charge, depending on the EDC. The gnete is the hourly PJM spot price
(real time) for the zone for each hour adjustedhgyrelevant EDC loss expansion factor.
The ancillary service rate will be a pre-determivatle based on the ancillary service
payment rate to suppliers adjusted for losses. prioe for an EDC is the final Auction
price for that EDC and will be assessed as a speaxpacity obligation charge, demand
charge, or energy charge. The Board has elimindtedetail margin. All of these
charges are levied on actual BGS-CIEP customess dbétails for each particular EDC
are in the Company Specific Addenda.

Each BGS-CIEP supplier also receives the CIEP ®taridee. All CIEP
customers pay this standby fee, whether the custoare currently taking BGS or not.

! In its Order dated November 9, 2011, the Boamt@ed changes to the definition of final ordemfro
the FERC and to section 15.9 of the BGS-CIEP Sappliaster Agreement to provide greater certainty
regarding payments for changes in transmissios rateluding revised formula transmission rates.
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This standby fee is set at 0.015¢/kWh of the enesgpd by CIEP customers measured at
the customer meter. This option fee is the chéog@roviding the option to each CIEP
customer of taking BGS on this tariff.

Example 1.2

The tranche target for PSE&G is 25 tranches. A BIHSP supplier wins 5 of
PSE&G’s 25 tranches. The BGS-CIEP supplier se2@8s6 of the BGS-CIEP Load angd
would be paid as follows.

For capacity, assume an Auction clearing pricel®@$MW-day and a BGS-CIEP
capacity obligation totaling 30,000 MW-days for thenth. The BGS Supplier is paid
20% of 30,000 MW-days times $135/MW-day, or $810,00

For transmission, assume a BGS-CIEP transmissibgation totaling 36,000 MW-
days for the month and assume an OATT of $50/MW-délye BGS-CIEP supplier is
paid 20% of 36,000 MW-days times $50/MW-day, or G860.

For ancillary services, assume an ancillary serpagnent rate of $6/MWh and

monthly energy of 500,000 MWh at the BGS-CIEP comgtometer; assuming a loss
expansion factor of 1.046759 and adjusting forritistion and transmission losses as
de-rated for PJM marginal losses of 1.601%, morB®S-CIEP Load is 515,000MWHh
The BGS-CIEP supplier is paid 20% of 515,000 MWhets $6/MWh, or $618,000.

For energy, assume 800 MWh of energy measurec& &@&85-CIEP customer meter f¢
hour 1; assuming a loss expansion factor of 1.04@rsl adjusting for distribution ang
transmission losses as de-rated for PJM margisaekof 1.601%, hourly BGS-CIEP
Load is approximately 824 MWh. Assume also a tiead LMP of $50/MWh. The
BGS-CIEP supplier is paid 20% of 824 MWh times $60/h, or $8,240. For the
remaining hours in the month an energy paymengtsrchined in the same way but
with the actual hourly BGS-CIEP Load and the acteal time LMP for the zone.

=

Assuming that energy used by all CIEP customersiw2®0,000 MWh measured at the
customers’ meter, (double the corresponding vaiube example for BGS-CIEP
customers) the BGS-CIEP supplier would receive 20%000,000 MWh times
0.015¢/kwWh, or $30,000 for the month for the CIEBn8by Fee. Note that for this
payment, energy at the customer meter is not isectéor losses.

2 All examples are for illustrative purposes. Thiegs and bids are illustrative only.
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VIILA.4. Reliance on Product Definition and Payment Information in
These Rules

Information regarding the definition of a produstthe Auction and information
regarding the payment bases given in these Au®iges are solely for the convenience
of bidders and are not to be relied upon by bidderee BGS-CIEP Supplier Master
Agreement posted on the BGS Auction web site igitmiment that provides the official
definitions of products in the Auction and paym&rms. Information regarding rates
paid by customers and information on rules regardive ability of customers to switch
from or back to BGS-CIEP given in these Auction éduare solely for the convenience
of bidders and are not to be relied upon by bidd&sard Orders as well as the tariffs of
each EDC are the documents that provide offici@rmation in this regard.

VIII.B. Before the Auction

VIII.B.1. Information Provided to Bidders

The EDCs will have made data relating to BGS, B&S-Bnd BGS-CIEP
available to potential bidders in advance of quadifion. The data will be posted on the
BGS Auction web site, http://www.bgs-auction.congloataroom.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. DOataBGS-FP and FP Loads will be
derived as residuals: for example, FP Load is leiputotal retail load less CIEP Load,
and BGS-FP Load is equal to the BGS Load less B&ER»d oad. The data include
associated zonal losses.

The EDCs will provide data for a historical perithéit starts August 1, 2001 for
PSE&G, JCP&L, and ACE and that starts on March0D2for RECO. From the start of
the historical period until May 31, 2004, the histal BGS-CIEP zonal data represent
customers taking BGS on the CIEP tariff in forceimy the June 1, 2003 to May 31,
2004 supply period. Similarly, the historical CIBRta represent customers taking BGS-
CIEP as well as customers served by a third panppleer that were eligible to take BGS
on the CIEP tariff in force during the June 1, 2603ay 31, 2004 supply period. The
historical FP and BGS-FP zonal data are then deageresiduals.
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Starting with historical zonal data from June 1020the BGS-CIEP data for a
given month will represent customers who take B@She CIEP tariff in force in that
month. Similarly, the CIEP data will representtonsers taking BGS-CIEP, as well as
customers served by a third party supplier thaefggble to take BGS on the CIEP tariff
in force at that time. For example, from June AQ22to May 31, 2008, the historical
BGS-CIEP zonal data represent customers taking &Gthe CIEP tariff in force during
the June 1, 2007 to May 31, 2008 period, whiletistguon June 1, 2012, the BGS-CIEP
zonal data will represent customers taking BGSten GIEP tariff in force during the
June 1, 2012 to May 31, 2013 supply period. TheaR® BGS-FP zonal data are then
derived as residuals. Historical zonal data wél éxtended 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 profilies their customer classes and/or load
profile groups as well as historical customer ceu customer class and/or load profile
group. The EDCs will provide size distribution anfnation consisting of one-time
customer counts and historical aggregate energyeusa several groupings of customers
who in the past were eligible to take BGS on artd&Rf but who are or will be required
to take BGS on a CIEP tariff. These groupings majude: customers 750 to 999 kW,
1,000 to 1,249 kw, 1,250 to 1,500 kW, and 1,500 d\Vgreater. The EDCs will provide
data as available on large customers that the Boasyddecide will no longer be eligible
to take BGS on an FP tariff in the future. The ED@ill provide monthly customer
switching data (number of customers and estimatad)l as currently provided to the
Board, as well as additional historical customeitaving data by customer class. The
EDCs will also provide information on renewable myyeportfolio standards as well as
data on renewable energy from committed supply.

No later than 10 dagsbefore interested parties first apply to partitpim the
Auction, the Auction Manager will announcestatewide load cama statewidenaximum
starting price and a statewidminimum starting price At the same time, the Auction
Manager will announce the size of the CIEP PealdL®aare for each EDC, the number
of tranches available to bid for each EDC in thecthan, and the MW-measure of each
tranche for each EDC based on the percentage oCIB® Peak Load Share that a
tranche represents. The statewide load cap isxdnmaen number of tranches of BGS-
CIEP Load that any one bidder can bid in the Auctad serve statewide. The statewide
load cap limits the impact that any one bidder rhaye on the Auction. (There are no
EDC-specific load caps.) The minimum and maximaantsg prices establish the range
of possible starting prices for the Auction: eaddCEwill choose a starting level for its

% Unless otherwise specified, “days” refers to besindays.
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price for round 1 of the Auction that is betweea thinimum and the maximum starting
prices. The EDCs will agree on the statewide loa, and on the statewide minimum
and maximum starting prices. Board Staff and tbarB Consultant will review these
decisions.

VIII.B.2. Qualification Process

The application process is in two parts. All ieted parties that have no
impediments to meeting the PJM LSE requirements stdomit aPart 1 Application
There is no state licensing requirement. Intecesiarties will be asked to submit
financial information so that the EDCs can assés# tcreditworthiness. In addition,
each interested party will be asked to comply vather qualification criteria that will
have been agreed upon by all EDCs, including aggeta comply with the BGS-CIEP
Auction Rules and agreeing to the terms of the BIHSP Supplier Master Agreement.
Each interested party will also be asked to agnaeif the interested party is successful
in its Part 1 Application it will keep confidentisthe list of other successful applicants
and it will not assign its rights or substitute #rey entity in its place. This is to ensure
that the entity that agrees to the BGS-CIEP AuctRutes in the Part 1 Application is
also the entity submitting bids in the BGS-CIEP #ar, and to ensure that the entity
that agrees to the terms of the BGS-CIEP Suppliast®t Agreement is the entity that
will execute the BGS-CIEP Supplier Master Agreemshbuld the interested party
become an Auction winner. In accordance with thigetion Rules, execution of the
BGS-CIEP Supplier Master Agreement must occur withihree days of Board
certification of the Auction results and within thperiod the Auction winner will
demonstrate compliance with the creditworthinespiirements set forth in the BGS-
CIEP Supplier Master Agreement. Such creditwodbirequirements will take into
consideration all BGS obligations held by the Aativinner, including those from past
BGS Auctions.

Applications must be submitted no later than foon thePart 1 Application
Date, which will be no earlier than 10 days after thexaimum and minimum starting
prices have been announced. Interested partidsbwilnotified as to whether they
succeeded in qualifying to participate in the Aostno later than three days after the Part
1 Application Date. An interested party that hasldied becomes gualified bidder
The Auction Manager will send simultaneously to reapialified bidder a list of all
qualified bidders, but the list of qualified biddewill not be publicly disclosed.
Interested parties, in their Part 1 Applicationsll wave undertaken to maintain the
confidentiality of the list of qualified biddersn@ to destroy documents with this

* Unless otherwise specified, all times are Eastéme Zone times.
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information provided by the Auction Manager witHime days of the Board deciding
whether to approve the Auction results, as expthinether in this document in section
VIIILE.4 in the “Association and Confidential Infoation Rules”.

Qualified bidders that wish to participate in thecfion must submit #art 2
Application to the Auction Manager. Only qualified bidders ymaubmit Part 2
Applications. Part 2 Applications must be subnditteo later than noon on theart 2
Application Date which will be no later than 10 days before trertsvf the Auction. In
the Part 2 Application, qualified bidders will makenumber of certifications to ensure
compliance with the association and confidentidbrimation portion of these rules.
These certifications, provided in section VIII.Ebdlow, ensure that each qualified bidder
is bidding independently of other qualified biddensd ensure the confidentiality of
information regarding the Auction. Each qualifiedder is also asked to agree to keep
confidential the list of other successful applicamtd agree that the submission of any bid
creates a binding and irrevocable offer to prosdevice under the terms of the BGS-
CIEP Supplier Master Agreement; and not to assgnghts or substitute another entity
in its place. This is to ensure that the entitgt thgrees to comply with the Association
and Confidential Information Rules is also the tgnsubmitting bids in the BGS-CIEP
Auction, and to ensure that the entity that agriwes its bids create a binding and
irrevocable offer to provide service under the terof the BGS-CIEP Supplier Master
Agreement is also the entity that will execute B&S-CIEP Supplier Master Agreement
should the qualified bidder become an Auction wimngVith their Part 2 Application,
gualified bidders will also be required to submit iadicative offer and to submit a
financial guaranteein proportion to their indicative offer.

A qualified bidder isassociatedvith another qualified bidder if the two bidders
have ties that could allow them to act in concaerttleat could prevent them from
competing actively against each other in the AurctioThe competitiveness of the
Auction and the ability of the Auction Process telidkr competitive prices may be
harmed by the coordinated or collusive behavior dsaociations facilitate. The Auction
Manager, who may rely, among other factors, omitlmaber of independent competitors
to set theAuction volume would be using inaccurate information unless eissions are
duly disclosed in the Part 2 Application. The Aaotvolume is the number of tranches
that the EDCs plan to purchase through the Aucti@asociations may be considered in
setting the Auction volume and may be used in ph@ieation of the statewide load cap.
See section VIILE “Association and Confidentialfdrmation Rules” later in this
document for precise criteria.

Sanctions can be imposed on a bidder for failindisalose information relevant
to determining associations, for coordinating vatiother bidder, or for failing to abide
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by any of the certifications that the bidder withye made in its Part 1 and Part 2
Applications. Such sanctions can include, butratdimited to, loss of all rights to serve
any BGS-CIEP Load won in the Auction by such biddinfeiture of financial
guarantees and other fees posted or paid, prosecutider applicable state and federal
laws, debarment from participation in future BGSchons, and other sanctions that the
Board may consider appropriate. For any failurdiszlose information or any violation
of the certifications, the Auction Manager will neal recommendation to the Board on a
possible sanction and the Board will make the faekermination.

An indicative offer specifies two numbers of traesh The first number
represents the amount that the qualified biddeill;ng to serve at the maximum starting
price on a statewide basis (i.e., for all EDCs comd)). The second number represents
the amount that the qualified bidder is willingsiopply at the minimum starting price on
a statewide basis. At each of the maximum andninénum starting prices, the number
of tranches indicated by the qualified bidder carexxzeed the statewide load cap. At the
maximum starting price, the number of tranchescaigid by a qualified bidder cannot be
lower than two.

Indicative offers are important in two respectsirst- the EDCs may use the
indicative offers to inform their decision in satji the round 1 prices. Second, the
number of tranches indicated by the qualified bidde the maximum starting price
determines the qualified bidderiisitial eligibility . As explained in the bidding rules in
section VIII.C.3, a bidder will never be able tadhin the Auction on a number of
tranches greater than the bidder's initial eligiil Thus, the qualified bidder is
encouraged to state the maximum possible numbeam¢hes that it would be willing to
serve.

Each qualified bidder must post a financial guaganin the form of a letter of
credit (or bid bond), proportional to its initialiggbility. A financial guarantee of
$375,000 per tranche is required. Letters of ¢tréafi bid bonds) must be in a form
acceptable to the EDCs. Sample letters of credd sample bid bonds that are
acceptable to the EDCs will be posted to the Auctieb site.
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Example 2.

The maximum starting price is $300.00/MW-day arelrtfinimum starting price is
$220.00/MW-day. The statewide load cap is 14 tnasc A qualified bidder submits an
indicative offer of 8 tranches at the maximum gtarprice and 4 tranches at the
minimum starting price. The qualified bidder isuged to submit a financial guarantge
for $3,000,000 (8 x $375,000) in the form of adettf credit (or bid bond). The

number of tranches of the indicative offer at theximum starting price is not lower
than the minimum of 2 tranches and does not extteethaximum of the statewide load
cap of 14 tranches. The number of tranches oiifieative offer at the minimum

starting price does not exceed the maximum of tdtewide load cap of 14 tranches.

For a Part 2 Application to be accepted, it mustcbelplete, including its
indicative offer and financial guarantee. The ficiah guarantee must be provided in a
form acceptable to all EDCs and must be suffictentover the indicative offer at the
maximum starting price. If its Part 2 Applicatimaccepted, a qualified bidder becomes
aregistered bidder The Auction Manager will send simultaneouslyetxh registered
bidder a list of all registered bidders and thealtanitial eligibility in the Auction.
Neither the list of registered bidders nor theltotdial eligibility in the Auction will be
released publicly. Qualified bidders, in their AR pplications, will have undertaken to
maintain the confidentiality of the list of registel bidders and the total initial eligibility
in the Auction, and to destroy documents with thfsrmation provided by the Auction
Manager within five days of the Board deciding wisztto approve the Auction results,
as explained further in this document in sectiol.K14.

Financial guarantees will remain in full force uimtie Board has decided whether
to approve the Auction results and the bidder has mo tranches; or until the Board has
decided whether to approve the Auction results tredbidder has won tranches, has
signed the BGS-CIEP Supplier Master Agreement, &as$ complied with all
creditworthiness requirements of that agreemene EDCs can collect the financial
guarantees if bidders fail to comply with theirightions.

BGS-CIEP suppliers must meet PJM LSE requiremepnthd start of the supply
period.

VIIIL.B.3. Starting Prices

Three days before the Auction starts, the Auctieamitier informs all registered
bidders of each EDC's starting price, which will e price in round 1 of the Auction.
Each EDC's starting price will be no higher thae #tatewide maximum starting price
and no lower than the statewide minimum startingepr Each EDC will set its own
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starting price in consultation with the Auction Mayer, Board Staff and the Board
Consultant.

VIII.B.4. Extraordinary Events

The EDCs, in consultation with the Auction Managgoard Staff and the Board
Consultant, may determine that, due to extraorgirsents, the statewide maximum
starting price and the statewide minimum startingeprequire revision. In this event,
the schedule may also be revised. If the indieatiffers have already been received, the
Auction Manager would request that the registerieldidrs (or the qualified bidders if
registration had not been completed) revise thadicative offers on the basis of the
revised statewide maximum starting price and theseel statewide minimum starting
price.

For such a revision to be necessary, an extraaggdeaent must occur between
the time at which the statewide maximum startingeyand the statewide minimum
starting price are announced (no later than 10 Oajsre the Part 1 Application is due)
and the day on which the Auction starts. The ED@sonsultation with the Auction
Manager, Board Staff and the Board Consultant, agllee that an event constitutes an
extraordinary event. Such events could includeirfstance, the advent of war.

If an extraordinary event occurs during that tinttege EDCs will determine a
revised statewide maximum starting price, a revigatewide minimum starting price, a
revised minimum indicative offer, and may also dwiee a revised schedule. Board
Staff and the Board Consultant will review theseisiens. New indicative offers will be
required from bidders. The determination of newximam and minimum starting
prices, the revision to the minimum number of tfex in the indicative offer, the
submission of new indicative offers, and if necegshe announcement of new starting
prices, will be carried out so as to afford biddasfficient time.

VIII.C. Bidding Rules

We first present an overview of the Auction forma&t/e then proceed to explain
the bidding and other rules in detail.

NERA

Economic Consulting



CIEP AucTION FINAL BGS-CIEP AuCTION RULES * 23

VIII.C.1. Overview of Auction Format

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 prdsaa rounds. In a round, the Auction
Manager announces a price for each EDC. Biddetsbiproviding the number of
tranches that they are willing to serve for eachCE&t the prices announced by the
Auction Manager. If the number of tranches bidgieater than number of tranches
needed for an EDC, the price for that EDC is reduog the next round. In the next
round, bidders are given an opportunity to bid agai

The Auction is called a descending cloadction because prices “tick down”
throughout the Auction, starting high and beinguastl gradually until the supply bid is
just sufficient to meet the load to be procuredicd3 that tick down in a round decrease
by adecrementa decrement is a given percentage of the preyidas. Bidders holding
the final bids when the Auction closes are the wimsn

Example 3.

There are 11 bidders in the Auction. The stateuoadd cap is 14 tranches. Consider
the following sample round.

ROUND 1

EDC Price # Tranches | # Tranches Excess Oversupply
($'MW-day) bid desired supply ratio

PSE&G 300.00 52 25 27 0.771

JCP&L 300.00 11 11 0 0.000

ACE 300.00 5 5 0 0.000

RECO 300.00 5 1 4 0.400

The Auction Manager reduces the price for an EDiiefnumber of tranches bid is
greater than the number of tranches desired. froaiat of the price reduction depengs
on the oversupply ratio, which is the ratio of éheeess supply on that EDC to an
estimate of thenaximum possible excess supply on that EDC, taking into account the
total excess supply in the Auction. Roughly spegkthe larger the oversupply ratio for
an EDC, the larger is the portion of maximum exsegwply that is actually on that
EDC, and the larger is the price decrease. A ftarfar the oversupply ratio is
provided in section VIII.G.2.

In round 1, all bidders combined stand ready t@Bup2 tranches of PSE&G at a price
of $300.00/MW-day. The number of tranches bid @2)eeds the number of tranches
desired (25) by 27 tranches. The price for PSE&IGtiek down.
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The actual excess supply on PSE&G is 27 tranclibs.maximum possible excess
supply is the total excess supply for all the EDChe Auction, or 31 (27 + 0+ 0 + 4)
If all the excess bids in the Auction had beendnd®SE&G, PSE&G would have 31
tranches of excess supply. The estimate of themrmar excess supply used to
calculate the oversupply ratio is the upper bourti@range of total excess supply at
the Auction reported to bidders, which is 35. Thhe oversupply ratio for PSE&G is
0.771 (27 / 35). Roughly speaking, 77% of the sgsipply in the Auction is bid on
PSE&G.

The calculation for RECO is similar. In round ll,kadders combined stand ready to

supply 5 tranches of RECO at a price of $300.00/id&y- The number of tranches b
(5) exceeds the number of tranches desired (1)ttanghes. The price for RECO will
tick down.

The actual excess supply on RECO is 4 tranches RE€O, the maximum possible
excess supply is not the total excess supply fahalEDCs in the Auction (31,
calculated above). Indeed, with only 11 biddergh@Auction and one tranche of
RECO desired, the maximum possible number of trestid on RECO is 11 (11 x 1)
The maximum possible excess supply on RECO is 16-(1). For RECO, the
oversupply ratio is 0.400 (4 / 10).

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

The Auction Manager will lower the price in rounda2 PSE&G and RECO since for
these EDCs the number of tranches bid exceedsutnber of tranches needed.
PSE&G, which has the larger oversupply ratio, Wale the larger decrement.

In round 2 below, the price for PSE&G, which had lrger decrement from round 1,
fell the most. Bidders submit new bids at thesegst The total excess supply range
reported to bidders is 16-25 (so that 25 is usdtl@measure of total excess supply i
calculating the oversupply ratio).

d

-

ROUND 2

EDC Price # Tranches | # Tranches Excess Oversupply
($'MW-day) bid desired supply ratio

PSE&G 286.82 33 25 8 0.320

JCP&L 300.00 14 11 3 0.120

ACE 300.00 10 5 5 0.200

RECO 288.00 2 1 1 0.100

Each EDC has more tranches bid than tranches deslilge Auction Manager will
calculate the decrement for each EDC from that EEDersupply ratio 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 théset. These are as follows:
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VIII.C.2.

Winners for each EDC are not determined until tigling has closed for all
EDCs. When the number of tranches bid in a rowrdah EDC does not
exceed the number of tranches desired, the pricéhéa EDC will not tick
down for the next round. However, as the Auctioogpesses and the prices
for the other EDCs tick down, some bidders may s&em tranches and
increase the number of tranches bid on that EDG¢chwimay cause the price
for the EDC to tick down again. Hence, the winneasnot be determined for
any one EDC until bidding stops for all EDCs. Tédeés no matching of
suppliers to customers during the course of thetidaocor selection of
winners by the Auction Manager. It is only at #med of the Auction that
suppliers reveal themselves to be winners by ndhdsawing from the
Auction.

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 rournd bidder cannot reduce the
number of tranches bid for that EDC in the curnenind, either through a
withdrawal or a switch (these terms are definedsawtions VIII.C.4.b and
VIII.C.4.c). Any bid is a binding obligation to eept the BGS-CIEP supply
responsibility at the price at which the bid wasdeéor a one-year term. The
bidder may be able to reduce the number of tranblteen that EDC later in
the Auction. If other bidders increase their numbetranches bid on the
EDC (because its price has remained high relativéhé prices for other
EDCs) and cause the price for that EDC to tick dothe bidder will once
again be able to reduce the number of tranchesrbttiat EDC.

Bidders can never increase the total number othras they bid during the
Auction. If a bidder does not bid a tranche in st round, that tranche
cannot be bid later on. Once a tranche is withdraixcan never be bid again.

All bidders that win tranches for a particular ECXAd are authorized as
suppliers by the Board receive the same price pat-day as well as all other
payments specified in the BGS-CIEP Supplier Ma&tgeement.

Round Phases and Bidding Day

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

In the bidding phase of the round, bidders plads.biTo be valid, a bid must be
submitted and verified in the bidding phase andcgseed by the Auction software.
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Bidders should allow time within the bidding phast the round for submission,

verification, and confirmation of the bid by the &ion software. The time-stamp of a
bid is the time at which the bid is confirmed. Wder that submits a bid in a round may
change this bid as long as the bidding phase ofated is still open. The last valid bid
by the bidder in the round becomes a firm offesupply that cannot be rescinded.

In the calculating phase of the round, the Auctemager tabulates the results of
that round’s bidding phase and calculates the grfoe the next round. During this
phase, bidders cannot submit bids and bidders tlgatdhave access to the 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 thestdts of that round’s bidding phase. All
Auction results are confidential as explained belowsection VIIILE.3. Bidders are
informed of thegoing pricesfor the next round’s bidding phase and are praviaéh a
range of total excess supply left in the Auctiomhe going prices in a round are the
prices at which the Auction Manager solicits bidsthe bidding phase of that round.
(Total excess supply is defined more precisely eéstion VIII.C.5 and information
provided concerning total excess supply is spetifiemore detail in section VIII.C.7
below.) A bidder receives no information regardargther bidder’s bid. Each bidder
privately receives the results of its own bid frémat round, indicating to each bidder its
obligation at this point in the Auction.

A typical schedule for a bidding day will have anher of rounds in a morning
session, a lunch break, and then a similar numbeounds scheduled in an afternoon
session. The round times will speed up over thessoof the Auction as bidders become
more familiar with the process and bidding becomese routine.

VIII.C.3. Round 1 of the Auction
VIII.C.3.a. Definition of a Bid

A bidder selects how many tranches it wants toeséow each EDC at the round 1
prices. Inround 1, bid then consists of four numbers:

= a number of tranches that the bidder wants to suigplPSE&G at the PSE&G
round 1 price;

= a number of tranches that the bidder wants to suigpl JCP&L at the JCP&L
round 1 price;
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= a number of tranches that the bidder wants to supplACE at the ACE round 1
price; and

= a number of tranches that the bidder wants to sufgel RECO at the RECO
round 1 price.

The EDCs are always ranked in decreasing orddnedf@anche targets a tranche target
is the number of tranches needed for a given EDC.

The number of tranches that a bidder chooses el C may or may not be the
same as the number of tranches that the biddersesdor another EDC. A number of
tranches is an integer (0,1,2,...). A number of &d} for one EDC means that at the
round 1 price for the EDC the bidder does not wargupply any of the BGS-CIEP Load
for that EDC.

Example 4.
Suppose that the round 1 prices are:
EDC PSE&G JCP&L ACE RECO
Price ($/MW-day) 290.00 300.00 274.00 280.00

Then (5, 0, 3, 1) is Bidder A’s round 1 bid anthdicates that the bidder stands ready
to supply 5 PSE&G tranches, no JCP&L tranches, E A@nches, and 1 RECO
tranche at the round 1 prices.

EDC PSE&G JCP&L ACE RECO
Price ($/MW-day) 290.00 300.00 274.00 280.00
Bid (tranches) 5 0 3 1

VIII.C.3.b. Bidding Phase

The Auction Manager informs bidders of the stargmmgges for each EDC three
days prior to the Auction; these starting pricestae prices in force, or the going prices,
for round 1 of the Auction. The going prices irraund are the prices at which the
Auction Manager solicits bids in the bidding phas¢hat round.

Any bid submitted in round 1 must satisfy the cdiodi that the total number of
tranches bid by a bidder cannot exceed the biddeitial eligibility. As explained in
section VIII.B.2, the bidder’s initial eligibilitys equal to the number of tranches in the
bidder’s indicative offer at the maximum startingcp. As the bidder’s indicative offer
cannot exceed the statewide load cap, the biddadsautomatically satisfies the
statewide load cap.
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Example 5.

The statewide load cap is 14 tranches. BidderlArsis an indicative offer of 10
tranches at the maximum starting price. BidderiAigal eligibility is 10 tranches.

Bidder A’s bid in round 1 is (5, 0, 3, 1).

* Bidder A is bidding on 9 tranches, which does naeed Bidder A’s initial
eligibility of 10 tranches.

* Bidder A is bidding on a number of tranches thaslnot exceed the statewide
load cap of 14 tranches.

As explained further in section VIII.C.9, the biddi phase in round 1 is
automatically extended for the convenience of hislddf a bidder requests an extension
in round 1, it will run concurrently with the autatic extension.

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

The calculating phase of round 1 immediately fobBotine extended bidding
phase. In the ordinary course of events, the AndWlanager reviews the results and sets
the prices that will be in force in round 2 of thaction. Round 1 moves to the reporting
phase and the Auction Manager reports to biddexsdbults of bidding in round 1 as
well as the round 2 prices. The price for an EB@he same as the round 1 price when
the number of tranches bid in round 1 is insuffici® fill the tranche target for the EDC,
or when the number of tranches bid for the EDQist gqual to the tranche target for the
EDC. The price for an EDC ticks down when the namtf tranches bid on that EDC
exceeds its tranche target. Details on the ambynwhich the price in each round is
reduced are given in section VIII.G.2. The AuctManager also provides to bidders an
indication of the total excess supply in the Auctio round 1, as explained in section
VIII.C.7. A bidder is not provided any informatioregarding any other individual
bidder’s bids.

The Auction Manager may call a pause in the Auctiloming the calculating
phase of round 1. This pause is calletinge-out (see section VIII.C.9 for additional
details on time-outs). The Auction Manager willll cthis time-out if the Auction
Manager needs to consider whether to cut back thetidn volume to ensure the
competitiveness of the Auction. It is not expedteat the Auction Manager would revise
the statewide load cap, but the Auction Manageaimstthe discretion to make such a
revision based on the revised Auction volume, aildde so when the reduced Auction
volume falls below the statewide load cap. As sasrpracticable during the time-out,
the Auction Manager will either announce that thec#ton volume will not change, or
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will announce the revised Auction volume, the redigranche target for each EDC, and
the revised statewide load cap if applicable.

As soon as practicable during the time-out, thetidacManager will start the
reporting phase of round 1. The Auction Managér neport to the bidders the prices in
force for round 2 as well as an indication of tb&ak excess supply in the Auction in
round 1. (Total excess supply is defined in VIIE§ The manner in which the tranche
targets for the EDCs will be changed on the baktherevised Auction volume will be
announced no later than 10 days before the Pap®ication is due. If the statewide
load cap is reduced because it exceeds the reducnbn volume, the Auction Manager
reports to a bidder whose eligibility is greatearttihe reduced statewide load cap that the
bidder’s bid has been adjusted to conform to theced statewide load cap. The bidder
withdraws any excess eligibility in round 2.

If the Auction volume is cut back, each EDC willprament aContingency Plan
for its tranches that have been removed from thetién. Under their Contingency
Plans, the EDCs will purchase necessary serviceeiee BGS-CIEP Load, including
installed capacity, energy, transmission, and Emgikervices through PJM-administered
markets. Pursuant to these Contingency Plans,hwdre described in more detail in the
Company Specific Addenda, the EDCs will not nedetieontracts with suppliers for
BGS-CIEP Load after the Auction.

The Auction Manager will use a confidential setgofidelines approved by the
Board to decide whether to cut back the Auctiorur@ and to determine the magnitude
of any necessary cutback. If the Auction volumeus back, it will be cut back to the
number of tranches bid in round 1 divided by a pest@r called thearget eligibility
ratio (a desired ratio of tranches bid to the Auctiotuwme). The precise value of this
parameter depends on various factors, such asutmder of bidders and characteristics
of individual bids.

NERA

Economic Consulting



30 ¢ FINAL BGS-CIEP AuUCTION RULES CIEP AucTION

Example 6.

In the bidding phase of round 1, the Auction volusé2 tranches (this is the sum of
the tranche targets for all EDCs in the Auction+2b1 + 5 + 1 = 42). Suppose that

total of 51 tranches are bid. Further, supposedivan the number of bidders and the
characteristics of the bids, the Auction Managé¢s Hee target eligibility ratio at 1.5.

57

The actual eligibility ratio is approximately 1.231 / 42). The Auction Manager
reduces the Auction volume to attain the targejfilality ratio of 1.5 by cutting back
the volume by 8 tranches to 34 tranches (51 / 138)=

After the volume cutback, there will be 1.5 transhél for every tranche to be
purchased through the Auction (51 /34 = 1.5).

The Auction Manager may further cut back the Auttimlume on the basis of
the bids as the Auction progresses, in accordanite the confidential guidelines
approved by the Board. If such a revision is ne@gsto ensure a competitive bidding
environment, the Auction Manager will call a timetaluring the calculating phase of a
round. As soon as practicable during the time-th&,Auction Manager will advise the
bidders of the revised Auction volume, the revigatche target for each EDC, and the
revised statewide load cap (if applicable).

No later than three days before the start of thetidn, the Auction Manager may
release further information regarding the possialieies of the target eligibility ratio and
the circumstances under which a second volume ckitibay be undertaken.

VII.C.4. Bidding in Round 2
VIll.C.4.a. Bid and Eligibility

A bidder selects how many tranches to serve frooh &DC at the round 2
prices.

As stated in the introduction to the Auction fornmatsection VIII.C.1, a bidder
cannot increase its total number of tranches bithatround 2 prices from its total
number of tranches bid in round 1. This is moreegally expressed by saying that the
bidder cannot exceed iddigibility. A bidder’s eligibility in round 2 is the biddertotal
number of tranches bidh round 1.

® Given that the bidder’s round 1 bid satisfied shatewide load cap, and given that the bidder @ann
increase its total number of tranches bid, the daiddbid will satisfy the statewide load cap in all
subsequent rounds.

NERA

Economic Consulting



CIEP AucTION FINAL BGS-CIEP AucCTION RULES + 31

A bidder can always select the same number of lieéor each EDC in round 2
as in round 1. A bidder that wishes to changentimaber of tranches bid on a given EDC
can reduce the number of tranches bid as longeagribe for that EDC has ticked down.
Suchreductionsin the number of tranches bid on an EDC for whiah price has ticked
down can be in the form ofwaithdrawal or aswitch A bidder reduces the number of
tranches bid on an EDC through a withdrawal whenbiidder is reducing the number of
tranches bid on an EDC, not increasing the numbé&aaches bid on other EDCs, and
thus reducing the number of tranches bid in total.bidder reduces the number of
tranches bid on an EDC through a switch when tlugldsi is re-assigning the total
number of tranches bid so that the number of tramdid on one or several EDCs is
reduced, but the number of tranches bid on otheC<£i3 increased by the same amount.
If a bidder re-assigns tranches, the total numbawraaches that the bidder bids on at least
one EDC will increase, but the total number of ¢tteas bid on all EDCs cannot increase.
This is explained in more detail below in sectidtib.C.4.b and VIII.C.4.c.

In addition to specifying the number of trancheat th bidder is prepared to serve
for each EDC, fully specifying a bid in round 2 mesquire the bidder to provide
switching priorities or exit prices (defined below). A bidder is required to provide
switching priorities when increasing the total n@nlof tranches bid on two or more
EDCs, as explained in section VIII.C.4.c. A bidderequired to provide exit prices if a
bidder is reducing the number of tranches bid onE&C through a withdrawal, as
explained in section VIII.C.4.b.

In reporting to the bidder the result of its bidtive reporting phase, the Auction
Manager will always report that it accepts a biat s unchanged. The Auction Manager
may disallow reductions that a bidder wants to maken an EDC. The Auction
Manager retains withdrawn tranches if, by accepaithgeductions from withdrawals and
switches, the tranche target for that EDC wouldloger be filled. The Auction
Manager denies reductions from switches if, aft¢aining all withdrawn tranches from
that EDC, accepting all reductions from switcheslld@revent the tranche target for that
EDC from being filled. To fill the tranche target an EDC, the Auction Manager first
takes tranches that are bid at the round 2 pitha# tetains tranches that bidders want to
withdraw, and finally denies reductions from swéshthat bidders have requested, as
necessary. As explained in more detail below Atbetion Manager retains tranches that
a bidder has withdrawn at the exit price namedHhgy lidder and keeps switches that
must be denied at the last price at which the bifféely bid these tranches.
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VIII.C.4.b. Reductions through Withdrawals

A bidder can withdraw tranches from an EDC onlyhé price for that EDC has
decreased from round 1 to round 2. If, instead,phce for an EDC has not changed
from round 1 to round 2, then the bidder’s offeranind 1 at that price is still standing,
and the bidder cannot bid on fewer tranches farERC at the (unchanged) going price.
As explained below, a bidder can always bid maaadnes for an EDC whose price has
not changed from round 1 by reducing the numbdrasfches from other EDCs whose
prices have ticked down and switching them to tiBCEwvhose price has not ticked
down.

A bidder that withdraws one or more tranches framE®C must name an exit
price for those tranches. A bidder names an eidgepvhen it bid one or more tranches
at the previous going price but is unwilling to lltese tranches at the current going
price. A bidder that withdraws several tranchesvjmusly bid at the round 1 price for a
given EDC must specify the same exit price fotralhches from that EDC. An exit price
must be less than or equal to the last price atlwtie tranches were freely bid (in round
2, this is the price in round 1) and must be highan the EDC’s going price (in round 2,
this is the round 2 price, a price at which thedkidis no longer willing to bid the
tranches being withdrawn). A bidder that withdraveches from more than one EDC
can specify a different exit price for each EDC.

An exit price enables the Auction Manager to deteemvhich bidder would have
remained ready to serve an EDC had the price tickedh continuously rather than in
lumpy, discrete decrements. The Auction Managkesen exit prices when tranches
are withdrawn from an EDC and when the number afidhes bid on that EDC at the
round 2 price falls short of that EDC’s tranchegtrdue to reductions from withdrawals
and possibly also due to reductions from switch&€ke tranches with lower exit prices
are retained first, and they are retained at tlitgpeice that the bidder has named.

If, to fill the last tranches of the tranche targétan EDC, the Auction Manager
must retain some but not all the tranches from d&wamore bidders that named the same
exit price, then the Auction Manager, for each ¢rento be retained, will choose at
random the bidder whose tranche is retained. Tbushe first tranche needed at the tied
exit price, the probability that a particular bidde chosen is the number of tranches that
the bidder has bid at the exit price divided by tibtal number of tranches bid at the exit
price. If a second tranche is needed at the eidepthe Auction Manager again will
choose at random a bidder whose tranche will kered. 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 memof tranches bid at the exit price
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and that have not yet been retained. The Auctiamdder repeats this procedure until
the tranche 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 thidse tranches for the remainder of the
Auction on any EDC. Eligibility is lost even if ehwithdrawn tranches are retained.
Eligibility is always lost as a result of withdravg tranches.

Example 7.
The round 1 prices and the round 1 bid for Bidder&
EDC PE&G JCP&L ACE RECO
Round 1 Price ($/MW-day) 290.00 300.00 274.00 2800
Bid (tranches) 5 0 4 1
The round 2 prices are:
EDC PE&G JCP&L ACE RECO
Round 2 Price ($/MW-day) 290.00 293.40 264.06 2800

Bidder A cannot bid fewer tranches for PSE&G or REIG round 2 because the priges
for these EDCs have not changed from round 1.

Bidder A reduces the number of tranches bid for Afon 4 to 2. The bidder enters
an exit price of $270.42/MW-day, which is betweer264.06/MW-day anc
$274.00/MW-day. (The exit price could have beenatdo $274.00/MW-day, but ng
equal to $264.06/MW-day.)

~—+

VIll.C.4.c. Reductions through Switches

When a bidder is switching and not withdrawing, idder is simultaneously
decreasing the number of tranches bid for one oe&®Cs and increasing the number
of tranches for one or more EDCs while leaving tibi@l number of tranches bid the
same. As in the case when the bidder is redutiagntimber of tranches bid on an EDC
because the bidder is withdrawing tranches, thddsidan reduce the number of tranches
bid on an EDC by switching only if the price forathEDC has decreased in round 2.
Again, if instead the price for an EDC has not ¢tkdown, then the bidder cannot bid
fewer tranches on that EDC (i.e., the bidder camntitdraw tranches or switch tranches
from that EDC).
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Example 8.
The following are the round 1 and round 2 prices te bids for Bidder A.
EDC PSE&G JCP&L ACE RECO
Round 1 Price ($/MW-day) 290.00 300.00 274.00 2800
Bid Round 1 (tranches) 5 0 4 1
Round 2 Price ($/MW-day) 290.00 293.40 264.06 2800
Bid Round 2 (tranches) 9 0 0 1

In round 2, Bidder A is increasing by 4 the numbiletranches bid on PSE&G. Also,
Bidder A is reducing by 4 the number of tranchesdn ACE. Since the total numbe
of tranches bid is the same (10), the bidder ischivig. Bidder A can reduce the
number of tranches bid on ACE since its price lasehsed in round 2. Bidder A cgn
bid for more tranches for PSE&G. If the price &#mr EDC does not change, a bidder
cannot bidewer tranches but can bidore 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 mpsti$y aswitching priority. A
switching priority is a rank assigned to each o# 8BDCs on which the bidder is
increasing the number of tranches bid. The Auctamager will use this switching
priority only when accepting some, but not all,ueiibns involved in a switch that the
bidder has requested. The Auction Manager willth&eswitching priority only when, to
keep an EDC'’s tranche target filled, the Auctionndger must retain all tranches that
were withdrawn out of that EDC and must deny soug,not all, reductions from that
EDC that come from a bidder’s switch. The AuctManager first increases the number
of tranches bid of the EDC to which the bidder &ssigned the highest priority (1 is the
highest priority). The switches that the Auctiommager denies to fill the tranche target
of an EDC are retained at the price at which theyewast freely bid (in round 2, this is
the round 1 price).

If a bidder intended to reduce the number of traschid on an EDC through a
switch, some or all of these reductions may beateniThe Auction Manager will deny
reductions from switches if the number of tranchielsat the going price, and the number
of tranches that can be retained from withdrawatls, not together sufficient to fill the
tranche target of an EDC. If the Auction Managerstrdeny one or several reductions
from switches from two or more bidders, the Auctidanager chooses at random the
bidder whose switch will be denied.

For each tranche of the target that must be fitlgdlenying a reduction from a
switch, the Auction Manager chooses at random fldeelp whose switch is denied.
Thus, for the first switch that must be denied, pingbability that the Auction Manager
chooses a tranche bid by a particular bidder rdogea switch is the number of tranches
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by which the bidder’s bid on the EDC is reducedhmsy switch and that could be denied,
divided by the total number of tranches by which tiumber of tranches bid on the EDC
is reduced by switches from all bidders and thatacbe denied. If a second switch must
be denied, the Auction Manager again chooses dbrarthe bidder whose switch will be

denied. The probability that the Auction Managboases a tranche bid by a bidder
requesting a switch is the number of tranches bigclwthe bidder’'s bid on the EDC is

reduced by the switch and that could have, but mte/et been denied, divided by the
total number of tranches by which the number aifidhees bid on the EDC is reduced by
all switches from bidders and that could have,Hawvte not yet been denied. The Auction
Manager repeats this procedure until the tranchgetafor the EDC is filled. The
Auction Manager continues to report that some bofalhese switches are being denied
in subsequent rounds as long as they are stillateemdfill the EDC’s tranche target.

Example9.

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

EDC PSE&G JCP&L ACE RECO
Round 1 Price ($/MW-day) 290.00 300.00 274.00 280.0
Round 1 Bid (tranches) 2 7 2 1
Round 2 Price ($/MW-day) 290.00 293.40 264.06 280.0
Round 2 Bid (tranches) 6 1 4 1

In round 2, Bidder B is increasing the number ahtthes bid on ACE and PSE&G Whlne
reducing the number of tranches bid for JCP&L. c8ithe total number of tranches bi

is the same (12) in both rounds, the bidder ischiny. Bidder B gives the switching
priority to the increase on PSE&G.

If the Auction Manager will allow 2 of Bidder B’®ductions from JCP&L but needs tq
deny the other 4, then the bidder will be allowedhtrease its number of tranches bid
for PSE&G by those 2 tranches because of the siwggtriority. The other 2 tranches
by which Bidder B increased its number of trandhidsfor PSE&G, and the 2 tranches
by which Bidder B increased its number of trandhidsfor ACE, will not be allowed.
The 4 denied switches will remain JCP&L tranchethaiprice of $300.00/MW-day,
which is the last price at which they were fredly. b

EDC PSE&G JCP&L ACE RECO
Round 2 Price ($/MWh) 290.00 293.40 264.06 280.0C
Round 2 Accepted Bid 4 1@ 293.40 2 1
(tranches) 4 @ 300.00
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VIIl.C.4.d. Withdrawing and Switching Tranches Simultaneously

If a bidder is both switching and withdrawing, @dkr can reduce tranches from
a particular EDC only if the price for that EDC tdecreased in round 2. Additionally, if
the bidder is switching and withdrawing, the biddeay be asked to specify which
tranches are being withdrawn and which tranchebeireg switched. The bidder would
be asked for this additional information, for imsta, when the bidder is switching and
withdrawing, and the bidder is reducing the numbfetranches bid for more than one
EDC. The tranche or tranches that the bidder 8pedb be withdrawn are the tranche(s)
for which the bidder will name an exit price.

Example 10.
Bidder C submits the following bid in round 2 afteis history in round 1:
EDC PE&G JCP&L ACE RECO
Round 1 Price ($/MW-day) 290.00 300.00 274.00 2800
Round 1 Bid (tranches) 2 5 2 1
Round 2 Price ($/MW-day) 290.00 293.40 264.06 A77|2
Round 2 Bid (tranches) 4 2 3 0

Bidder C bids a total of 10 tranches in round 1 @ichnches in round 2. Bidder C ig
withdrawing 1 tranche and will name an exit prioethat tranche.

Since Bidder C reduces the number of tranchesdritidth JCP&L and RECO, Bidde
C’s intentions are not clear unless the Auction dper asks Bidder C for additional
information. Indeed, it could be that Bidder Gvishdrawing 1 tranche from JCP&L
and switching the remaining tranches. Or it cdaddhat Bidder C is withdrawing 1
tranche from RECO and switching the remaining tnasc

=

Bidder C is asked to select whether it is withdraya tranche from JCP&L or RECQA.
Bidder C selects that it is withdrawing one tranfioen RECO, and is asked to name
an exit price for this tranche. Since Bidder @igeasing the number of tranches bifl
for more than one EDC (PSE&G and ACE), Bidder @ls® asked for switching
priorities. Bidder C assigns the first priorityACE.

VIII.C.5. Calculating and Reporting Phases in Round 2

The calculating phase starts immediately after bitdling phase. Once the
Auction Manager has tabulated and reviewed thdtsgshe reporting phase begins. The
Auction Manager informs all bidders of the roungr&e for each EDC. The Auction
Manager provides to all bidders a range for tibtal excess supplin the Auction for
round 2. The total excess supply in the Auctiothessum, over all EDCs for which the
number of tranches bid exceeds the tranche taajethe excess supplies for the
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individual EDCs, plus free eligibility, which is fieed below in section VIII.C.6. The
range of total excess supply reported to biddetscvange as the Auction progresses.
When total excess supply is high, this range wollirt as few as 5 integers; as total
excess supply decreases, the range will becomer it count 10 or more integers.
The exact ranges of total excess supply provideti@g\uction progresses are specified
in detail in section VIII.C.7.

In addition to what the Auction Manager tells altdders about the general
progress of the Auction, the Auction Manager repgtivately to each bidder the
outcome of its own bid. (The Auction Manager nexegorts the bid of one bidder to
another bidder.)

If the round 2 bid is unchanged from round 1, oreifjuested reductions (from
switches or withdrawals) all have been granted, Abetion Manager reports the bid
made in round 2.

If the bidder intended to reduce the number of dn@s bid on an EDC by
withdrawing tranches and some or all of these traga@re retained, the Auction Manager
informs the bidder of the number of withdrawn tiae€ that are being retained and the
price at which these tranches are retained. Tdmsoccur only if the EDC’s number of
tranches bid in round 1 exceeded its tranche tavgige the number of tranches bid at the
round 2 price is not sufficient to fill its tranch&rget. The price at which the withdrawn
tranches are retained is the exit price. The Aacianager will continue to report that
some or all of these tranches are being retainetildisequent rounds as long as they are
needed to fill the EDC'’s tranche target.

If a bidder intended to reduce the number of traschid on an EDC through a
switch, but if some or all of these reductionsdeaied, the Auction Manager informs the
bidder of the number of tranches for which the slwits denied. The price at which a
switch is denied is the last price at which then¢ctee was freely bid. In round 2, this
price is the round 1 price. A switch can be demgaly if, for the EDC from which the
number of tranches bid is reduced, the numberawictres bid in round 1 exceeded its
tranche target, and the number of tranches bideatdund 2 price plus the retention of all
the withdrawals from the EDC are not sufficienfiicthe tranche target.
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Example 11.

1 and 2 are given below:

Bidders A, B, and C are the only bidders biddingtfanches of JCP&L, for which th¢
tranche targetis 11. None of these bidders adirog on RECO. Their bids in roung

A1

S

EDC PSE&G JCP&L ACE
Tranche Target 25 11 5
Round 1 Price ($/MW-day) 290.00 300.00 274.00
Bidder A Bid (tranches) 0 6 0
Bidder B Bid (tranches) 0 3 0
Bidder C Bid (tranches) 0 3 0
Round 2 Price ($/MW-day) 290.00 293.40 264.06
Bidder A Bid (tranches) 0 5 1
Bidder B Bid (tranches) 1 1 1
Bidder C Bid (tranches) 0 3 0

Bidder A switches, increasing the number of trasdbid for ACE to 1 and reducing
the number of tranches bid on JCP&L. Bidder Bls® awitching. Bidder C’s bid is
unchanged from round 1 to round 2. In total, tHexeer tranches are bid on JCP&L.
The number of tranches bid on PSE&G and ACE ark inareased. Bidder B gives
ACE the switching priority.

No other bidders bid on tranches for JCP&L in rodrat in round 2. In round 1,
JCP&L'’s tranche target is more than filled withtt&nches bid at the round 1 price.

The Auction Manager must deny 2 of the intendedchess.

Two of the three reductions from JCP&L must be déniFor the first tranche that
must be filled by denying a switch, the probabittat each bidder is chosen is 1/3 f
Bidder A and 2/3 for Bidder B. Bidder B is chosdmandom. The Auction Manage
repeats the procedure for the second tranche thsit loe filled by denying a switch.
The probability that each bidder is chosen is dfBidder A and 1/2 for Bidder B.
Bidder A is chosen at random. This means thaAtietion Manager denies Bidder A
its intended switch and that Bidder B is allowedwotch 1 of the 2 tranches request
Bidder B gave ACE the switching priority. Addinget2 denied switches to the 9
tranches bid at the round 2 price fills JCP&L sntrhe target.

round 2, the 9 tranches bid at the round 2 priedresufficient to fill the tranche target.

n

EDC PSE&G JCP&L ACE
Round 1 Price ($/MW-day) 290.00 300.00 274.00
Round 2 Price ($/MW-day) 290.00 293.40 264.06
5 @ $293.40/MW-day
Report to Bidder A 0 1 denied switch @ 0
$300.00/MW-day
1 @ $293.40/MW-day 1@
Report to Bidder B 0 1 denied switch @ | $264.06/MW-
$300.00/MW-day day
Report to Bidder C 0 3 @ $293.40/MW-day 0
NERA
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The Auction Manager reports to Bidder A that itstelwwas denied. The Auction
Manager also reports to Bidder A that it has 5 JCB&nches bid at the round 2 price
of $293.40/MW-day and 1 denied switch, a JCP&L ¢tenat the round 1 price of
$300.00/MW-day. The Auction Manager reports todgidB that Bidder B has 1
tranche of JCP&L bid at the round 2 price of $298M\W-day and 1 denied switch, 3
JCP&L tranche bid at the round 1 price of $300.08//ay. The Auction Manager
also reports to Bidder B that Bidder B has 1 AGihthe bid at $264.06/MW-day
(because of the switching priority). The Auctiormibger reports to Bidder C that
Bidder C has 3 tranches of JCP&L bid at the rouipdi@e.

VIII.C.6. Round 3 and 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 &ntain its number of tranches bid on
the EDC or reduce its number of tranches bid orEb€. Also, the bidder can increase
its number of tranches bid on an EDC if the biddes tranches bid on another EDC for
which the price has ticked down. When an EDC’seglhas not ticked down from the
previous round, a bidder must maintain its numbdetranches bid on the EDC, or the
bidder can increase its number of tranches bicherEDC (subject to the condition just
noted). To fully specify a bid, in certain circuiaisces the bidder will be required to
provide exit prices and switching priorities as lexped in sections VIII.C.4.b and
VIIl.C.4.c.

At all times, the total number of tranches bid byidder cannot exceed the
bidder’s eligibility. The bidder’s eligibility fom round is its eligibility at the start of the
previous round minus the number of tranches trebttdder withdrew from the Auction
in the bidding phase of the previous round. Thaltoumber of tranches bid by a bidder
includes tranches bid at the going prices and deswatches that are kept at the last price
at which they were freely bid.

In the reporting phase that follows the bidding sghand the calculating phase,
the Auction Manager reports to all bidders a rafoyehe total excess supply left in the
Auction, as described in section VIII.C.7. The Aac Manager reports privately to a
bidder on its bid. The Auction Manager reports aithdrawn tranches that are retained
and any switches that are denied along with tresoeated prices, as described above in
sections VIII.C.4.b and VIII.C.4.c. If a switchahhad been denied in a previous round
is freed to be bid once again, then the Auction &tgm will report the number of
tranches that are being freed.
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To fill the tranche target for an EDC, the Auctidtanager takes bids in
increasing order of price. The Auction Managestfitakes tranches bid at the current
round price, then the Auction Manager retains wiladh tranches, and finally the
Auction Manager denies switches. Thus, when nanctres are bid at the current round
price for an EDC from which switches had been dinike new tranches replace the
denied switches (partially or completely) in fijinthe EDC’s tranche target, and
therefore free up some or all of these denied &@#c A denied switch that is being
replaced by a new tranche at the going price is Had to beoutbid. If switches from
more than one bidder are retained, and if notetliet switches are outbid, the Auction
Manager chooses at random, for each denied switthtill be outbid, the bidder whose
switch will be outbid. Thus, for the first denisditch that is outbid, the probability that
the Auction Manager chooses a particular biddeeisied switch is the bidder's number
of denied switches divided by the total number ehidd switches for that EDC. If a
second denied switch must be outbid, the Auctiom&gar again will choose at random
the bidder whose denied switch will be outbid. Phebability that the Auction Manager
chooses a bidder’s denied switch is the biddermaber of denied switches that have not
yet been outbid divided by the total number of ddnswitches that have not yet been
outbid. The Auction Manager repeats this procedutéd the required number of denied
switches has been outbid.

Once some denied switches are outbid for a bidderAuction Manager reports
this fact to the bidder, along with the numberrahthes that have been outbid. A denied
switch that is outbid becomé&®e eligibility for the bidder in the next round. A tranche
of free eligibility can be bid on any one of the E®in the next round, or it can be
withdrawn in the next round, as explained furthelot.

The Auction Manager reports privately to a biddex withdrawn tranche that had
been retained is now being released and therebyoicably removed from the Auction.
Withdrawn tranches that had been retained at thkeelst exit prices are the first to be
released and removed from the Auction. If withdratranches from more than one
bidder had been retained at the same exit prickifarot all retained tranches at that exit
price are being released, the Auction Manager a®as random the bidder or bidders
whose tranches are released and thereby irrevocablgved from the Auction. Thus,
for the first retained tranche that should be idea the probability that a particular
bidder is chosen is the bidder's number of retaimadches at the tied exit price divided
by the total number of retained tranches at thétprice. If a second retained tranche
needs to be released, the Auction Manager agaircinbse at random the bidder whose
retained tranche will be released, and the proibalilat a particular bidder is chosen is
the bidder's number of retained tranches at thé &xit price that have not yet been
released divided by the total number of retainaddhes at the tied exit price that have
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not yet been released. The Auction Manager repgbasprocedure until the required
number of tranches has been released.

Two additional bidding rules come into play wheibidder has been denied a
switch.

First, if a bidder holds tranches for an EDC frorsmatch that had been denied in
a previous round, and if this bidder bids new trescfor this same EDC at the price for
the current round, the bidder will be deemed toehlaid any tranches from a previously
denied switch at the current round price for thBtICE That is, tranches from the denied
switch become tranches that are bid at the pricehe current round. The Auction
Manager, in filling the tranche target for the EDQ@I) take first tranches bid at the going
price; in these tranches at the going price, thetidan Manager will include any denied
switches that have become tranches bid at therdunwand price (because the bidder has
bid new tranches for this same EDC at the currambad price).

Second, if a bidder’s denied switches are partiatlyotally outbid in a round and
become free eligibility, and if the bidder withdrewwne or more of these tranches of free
eligibility in the very next round, then the biddgwes not name an exit price for these
tranches. No exit price is needed to withdrawaadhe of free eligibility because such
tranches are not associated with any one EDC. Allotion Manager always accepts a
withdrawal of tranches of free eligibility, and Heetranches are always irrevocably
removed from the Auction.
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Example 12.

Bidders A’s bids in rounds 6 and 7 are given be(@ider A does not bid for an
other EDCs):

EDC JCP&L ACE
Round 6 Price ($/MW-day) 280.00 254.00
Bidder A Bid (tranches) 2 3
Round 7 Price ($/MW-day) 273.40 244.06
Bidder A Bid (tranches) 5 0

In round 7, Bidder A requests to switch 3 tranch&€he Auction Manager denies p
of the switch. Bidder A, in the reporting phaserofind 7, is informed that its b
consists of 3 tranches of JCP&L at $273.40/MW-dag 2 denied switches of ACE
$254.00/MW-day (the price at which the trancheAGE were last freely bid).

art
d
at

EDC JCP&L ACE

Report to Bidder A 3 @ $273.40/MW-day 2§Ze5n4|re(§lof|\\//|vc\(;2|?y@

In round 8, Bidder A reduces its number of trandbidson JCP&L by 2 and increase
its number of tranches bid on ACE. At the rounati8es, Bidder A bids 1 tranche of]
JCP&L and 2 tranches of ACE at the going pricebe d@enied switches are kept on

ACE and cannot be freely bid.

EDC JCP&L ACE

Round 8 Price ($/MW-day) 268.50 244.06
Bidder A Bid (tranches) 1 2

Denied Switches 2 @ $254.00/MW-da

y

Bidder A has bid new tranches of ACE at the rounli& while having switches

denied on the same EDC at a higher price. BiddertAen deemed to have bid all 4
ACE tranches at the round 8 price of $244.06/MW-dsighown below. All 4 tranch¢
of ACE become tranches bid at the round 8 price.

174

S

EDC JCP&L ACE
Round 8 Price ($/MW-day) 268.50 244.06
Bidder A Bid (tranches) 1 4 @ $244.06/MW-day

VIIL.C.7.

Reporting of Total Excess Supply

In addition to the next round prices, the Auctioadger provides all bidders that
could still be winners with a range for total exxsspply in the Auction. The actual total
excess supply in the Auction lies within the repdrtange. The total excess supply in
the Auction is the sum, over all EDCs for which thember of tranches bid exceeds the
tranche target, of the excess supplies for theviddal EDCs, plus all tranches of free

eligibility.
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The manner in which the total excess supply in&hetion is reported changes as
the Auction progresses. In general, when totalesxcsupply is high, the Auction
Manager announces a range for the total excessystgt includes exactly 5 integers.
The largest integer of each such range will besthle by 5. When the total excess
supply falls to 35 or fewer tranches, the Auctioaridger announces a range for the total
excess supply that includes at least 10 integ&ise largest integer of each such range
will be divisible by 5. When the total excess dypialls to 15 or fewer tranches, the
Auction Manager will report to all bidders only thtae total excess supply is between 0
and 15 tranches.

In summary, the ranges are expected to be thenfmlip

Table VIII- 3. Possible Ranges of Total Excess Supply

Total excess supply falls to 15 tranches or fewer: 0_15
single range remains

. . 16-25
Total excess supply is between 16 and 35 tranches:
ranges count 10 integers or more 26 — 35

36 — 40
Total excess supply is 36 tranches or more: ranges 41— 45
count 5 integers
46 — 50 (etc.)

The Auction Manager may revise these ranges befarestart of the Auction.
The Auction Manager will inform the registered bedsl no later than 3 days after
registration of any changes in the possible ranfjéstal excess supply.

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

A bidder that has no remaining obligation losestsess to the Auction software
and is no longer provided with the range of totaless supply and the next round prices.
A bidder has no remaining obligation when the biddas zero eligibility and has no
retained withdrawals. A bidder that has no renmgrabligation can no longer win at the
Auction. Such a bidder loses its access to thdidwmcoftware and is no longer provided
with the range of total excess supply and the nexmd prices no earlier than the round
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after the bidder has been first informed that & ha remaining obligation. The bidder
will lose its access as soon as practicable, bubirevent later than eight rounds after it
has no remaining obligation.

Round results that are reported to all bidders al#lo be reported to a list of
representatives from the EDCs, the Board and treed@onsultant. The bidders, the
EDCs, the Auction Manager, the Board and the Bdaodsultant hold any Auction
results to which they have access to be confidentiBefore being registered to
participate in the Auction, the bidders will agteeeep all Auction results, as well as the
list of qualified bidders, the list of registereiders, and the total initial eligibility in the
Auction confidential. The bidders will agree nat disclose any such confidential
information about the Auction Process, except foy aspects of the Auction results that
the Board releases as part of their decision ofthdreto approve the results, or that the
Board explicitly authorizes can be released (segmseVIII.E.3). Bidders will also agree
to destroy documents with Auction information pea by the Auction Manager within
five days of the Board deciding whether to appritneAuction results.

VIII.C.8. Calculation of Next Round Prices

An EDC'’s price in a round is calculated so thatidks down more quickly the
larger is the excess supply on the EDC. The exsepply on an EDC is measured
against an estimate of the maximum possible exagsgly for the EDC. This estimate
takes into account the total excess supply in thetidn, the statewide load cap, the
tranche target of each EDC, and the number of teygd bidders. A decrease in price for
an EDC that has a number of tranches bid greagar the tranche target is called the
decrement; the decrement is a percentage of theopsegoing price. The decrements
are calculated using formulas. The Auction Mandges the discretion to override the
calculated decrement for any EDC in any round. Abetion Manager does not expect
to use such discretion, but may do so. When thatidvu Manager, in the reporting phase
of a round, uses discretion to override the decntérfemulas and determine the going
prices for the next round, the Auction Manager frexti bidders of that fact during the
reporting phase of that round.

The decrement formulas allow the decrements toabgel at the start of the
Auction than in later rounds. At the start of #ection, when the number of tranches
bid on an EDC exceeds the tranche target, the ohenteis between 0.5% and 5% of the
previous round price. Decrements continue to hevdrn 0.5% and 5% of the previous
round price until the going prices for round 4 eadculated. After that time, in the first
round in which the total excess supply in the Awamctis 15 or fewer tranches, the
decrements (for EDCs for which the number of traschid is greater than the tranche
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target) will be between 0.25% and 2.5% of the presigoing price, and will remain so
until the end of the Auction.

The excess supply of an EDC is the number of tresidiid at the going price
minus the EDC'’s tranche target, or it is zero, Whbiger is greater. Prices are rounded off
to the nearest cent per MW-day.

Provisional decrement formulas are provided inisacVIll.G.2. The formulas
that will be used in the Auction, which depend ba statewide load cap and the number
of registered bidders, will be released to all kiddno later than three days after bidder
registration.

VIII.C.9. Pauses in the Auction

Any one bidder can pause the Auction by requestimgxtensionor arecess A
bidder requests an extension during the bidding@lud a round; such a request extends
the bidding phase of the round by 15 minutes fbbidlders. A bidder requests a recess
during the calculating or reporting phase of thendy such a request suspends the
Auction for a period of no less than 20 minutesredess allows a bidder additional time
to consider its bid.

The bidding phase of round 1 is automatically edéeh The bidding phase of a
round can be extended only once by 15 minutes.h Baider is allowed two extensions
during the Auction. A bidder with positive eligilty is automatically deemed to have
requested an extension when — by the scheduladgetiche of the bidding phase — the
bidder has not submitted a bid and when the bidder not already used the two
allowable extensions. A bidder with positive diigity that has already used the two
allowable extensions and that does not submit adbithg a round will be assigned a
default bid as explained in section VIII.C.10. é&nsion requests from all bidders are
granted but all extensions run concurrently. Adiders that have requested an extension
during the bidding phase of a round will see thenailable number of extensions
reduced. The bidding phase in a round will be redk¢el only once by 15 minutes. The
Auction Manager reports to all bidders at the ehthe 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 rigygophase of a round starts, or before the
last five minutes of the reporting phase of a rqumkichever is earlier. (That is, if the
reporting phase of a round is scheduled to be &ta&) then the recess must be requested
before the last 5 minutes of the reporting phakéhe reporting phase of a round is
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scheduled to be 14 minutes, then the recess mustjbested before the last 7 minutes of
the reporting phase.) As soon as is feasible dfftertime at which a recess can be
requested has passed, the Auction Manager remodl bidders that a recess has been
called. The Auction Manager retains the discretmset the length of a recess but the
Auction Manager will not set the recess time tddss than 20 minutes.

Each bidder is allowed to request at most one sedesng the Auction. A bidder
cannot request a recess in the first ten roundwefAuction. Starting in the eleventh
round, a bidder may request a recess in a roung ibtthe total excess supply in the
Auction reported in the previous round was 15 erefietranches. All recess requests are
granted, but all requested recesses run concyrredl bidders making a request in a
given calculating or reporting phase will be deendhave used a recess request. All
bidders that have requested a recess will seedheilable number of recesses reduced to
zero and the recess will last a length of time mieitged by the Auction Manager for one
recess and will be no less than 20 minutes.

Example 13.

The total number of tranches in the Auction is 42.

In round 5, total excess supply is reported tonbihe 76-80 range. Bidders are not
able to request a recess in round 5 since rourithd hot yet been reached.

In round 12, the total excess supply is reportdoetan the 0-15 range for the first time.
Bidders can request a recess in round 13, sincethleexcess supply reported in the

previous round (round 12) was at 15 tranches avipednd round 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 suspendvagtin the Auction for a period of no
more than four hours; however, the Auction Manag¢ains the discretion to suspend
activity for a longer period, if necessary. Whegrea time-out is called, the Auction
Manager reports to all bidders how long the timéis@xpected to last.

During any bidding phase, the Auction Manager maly & time-out and extend
bidding in case of technical difficulties. Suchtime-out would typically last fifteen
minutes. The Auction Manager reports to all biddas soon as practicable that the
Auction Manager has extended the bidding phase.

During the calculating phase of round 1, the Autfitanager may call a time-out
to the Auction to evaluate whether the Auction wadushould be adjusted. The Auction
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Manager has the discretion to call additional tooés during the Auction. Such
discretion could be used, for example, in casenaéxraordinary event occurring during
the Auction. The Auction Manager expects to exserthis discretion rarely.

VIII.C.10. Failure to Submit a Bid

A bidder with positive eligibility must submit adin every round (even when the
bidder’s bid does not change or the bidder is lmigdinly on EDCs whose prices have
not ticked down). As explained in section VIII.CiBa bidder with positive eligibility
does not submit a bid during the bidding phase obund, the bidder is granted an
extension whenever possible. If the bidder hasipusly used both extensions, or if the
bidder does not submit a bid during the extensmthé bidding phase, then the bidder
has failed to submit a bid.

When a bidder with positive eligibility has failéd submit a bid in a round, the
bidder is assigned @efault bid A default bid is the number of tranches on eBEIC
equal to the minimum number of tranches that tkeldni could have bid on each EDC, as
explained below. Any tranches of free eligibilttyat could have been bid in the round
are deemed to be withdrawn and are irrevocably vechérom the Auction. Any tranche
that was bid on an EDC and that could be withdresvileemed to be withdrawn at the
highest possible exit price for the round, whicleggial to the going price in the previous
round. A tranche that is withdrawn as a resulh oefault bid can be retained only if the
number of tranches bid by other bidders at thegpnice, and the number of withdrawn
tranches from bidders that have submitted a bigetteer are not sufficient to fill the
tranche target. In breaking any ties between h@savithdrawn at the same exit price,
default bids will be disadvantaged compared to laicsially submitted by bidders. In
general, in any circumstance where a tie must bakeor, default bids will be
disadvantaged compared to bids actually submitydaiders, also as explained below.

As a consequence of a bidder being assigned altbfdua bidder may lose the
ability to submit bids for the remainder of the Aoo. For example, if the prices of all
the EDCs for which a bidder bid tranches tick dothvgn the default bid is zero on all
EDCs. Indeed, the minimum number of tranchesdhatbe bid on an EDC whose price
has ticked down is zero. Any tranche that hadipusly been bid is withdrawn. After
such a default bid, the bidder will be assignea zigibility in the next round, and the
bidder will lose the ability to bid in the next aimdall future rounds.

The default bid assigned to a bidder that has mimingtted a bid during a round or
during its extension, and the treatment of thisadifbid in any required tie-breaking
procedure, are determined during the calculatiregelof a round. The default bid for a
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bidder in round 1 is O tranches on each and ev®§.EThe default bid for a bidder in
round 2 and all subsequent rounds is describedtailds follows.

If the bidder has some tranches of free eligibilitythe current round, these
tranches are deemed to be withdrawn and are iraépcemoved from 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 Alnetion Manager reported that the
bidder did not have any retained withdrawals orietrswitches for that EDC, then the
bidder is assigned zero tranches for that EDC.

If, as of the reporting phase in the previous rquadidder had tranches on a
particular EDC at the going price for the previgasnd and if the EDC’s price ticked
down from the previous round to the current rouhen the bidder is deemed to have
withdrawn all tranches at the highest exit pricamely the price from the previous
round. The bidder loses the eligibility associatath these tranches. Tranches with a
lower exit price named by bidders that have sulemhith bid in the current round are
retained first. If needed, tranches with the saxie price named by bidders that have
submitted a bid in the current round are retainext.n If all the withdrawn tranches by
the bidder and by other bidders that were assigndédfault bid are needed to fill the
tranche target, these tranches are retained. niedaut not all of the tranches submitted
by the bidder and other bidders that were assigneefault bid are needed, tranches are
chosen at random to fill the tranche target, inrec@dure analogous to that used for
bidders that submitted a bid, as described in@ed&fill.C.4.

If, as of the reporting phase in the previous rqunbdidder had some tranches on
a particular EDC at the going price for the pregisaund, and/or retained withdrawals,
and/or denied switches; if the EDC'’s price did tick down from the previous round to
the current round; and if there is excess suppiyttfe EDC in the current round, so that
the price will tick down from the current roundtte next round, then:

= all withdrawals that were previously retained agkeased and the bidder has
no remaining obligation from those tranches;

= all switches that had previously been denied ambiduand the bidder is
assigned free eligibility for those tranches in tlet round; and

= all tranches bid in the previous round at the gairige are bid in the current
round on the EDC at the going price. The biddes élegibility associated
with these tranches in the next round. If the brdd assigned a default bid in
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the next round these tranches will be withdrawn asdigned the highest
possible exit price.

If, as of the reporting phase in the previous rqundidder had some tranches on
a particular EDC bid at the going price, and/oriregd withdrawals, and/or denied
switches; if the EDC'’s price did not tick down fratime previous round to the current
round; and if there is no excess supply on the BEbtbBe current round so that the 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 enBBC at the going price in
the current round, the denied switches (if any)bmfders that have been
assigned default bids are outbid first, before dibaied switches of bidders
that have submitted a bid in the current roundmdire than one bidder has
been assigned a default bid, and if some but holeaied switches from such
bidders are outbid, then for each denied switcti thast be outbid, the
Auction Manager chooses at random among the delfaddters the bidder
whose switch is outbid, in a procedure analogousdb used for bidders that
submitted a bid, as described in section VIII.Guéd

= if any new tranches were bid by other bidders enBBC at the going price in
the current round, and if all denied switches frdefault bidders and from
bidders that submitted a bid are outbid, retainetthdsawals are released,
starting with the highest named exit price. Fagiwen exit price, tranches
from bidders that have been assigned default bicny) are released first,
before the retained withdrawals of bidders thatehaubmitted a bid in the
current round. If more than one bidder has besigiasd a default bid, and if
some but not all of the retained withdrawals froochs bidders must be
released at a given exit price, then for each methwithdrawal that must be
released, the Auction Manager chooses at randonm@nie default bidders
the bidder whose withdrawn tranche is release@, jmmocedure analogous to
that used for bidders that submitted a bid, asrdestin section VIII.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 extamsit is the responsibility of the bidder
to ensure that bids are submitted on time.
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Example 14.
Bidders A’s bid in round 5 is given below:
EDC PE&G | JCP&L ACE RECO
Round 5 Price ($/MW-day 275.55 285.47 259.42 26
Bidder A Bid (tranches) 0 4 2 0
Bidders A’s bid in round 6 is given below:
EDC PSE&G | JCP&L ACE RECO
Round 6 Price ($/MW-day 270.45 280.00 254.00 25
Bidder A Bid (tranches) 2 4 0 0

reports the following:

This bid represents a switch, whereby Bidder Aihaseased the number of tranches
on PSE&G while decreasing the number of tranche&©@B. The Auction Manager

EDC PSE&G | JCP&L ACE RECO
Round 7 Price ($/MW-day) 270.45 275.00 254.00 252.
Report to Bidder A 0 4 2 denied switches @ 0
(tranches) 259.42

In round 7, the minimum number of tranches thatBrdA can bid on PSE&G and
RECO is zero, because Bidder A did not bid anydinas on these EDCs in round 6.
The minimum number of tranches that Bidder A cahds JCP&L is zero, since the
price for JCP&L has ticked down from $280.00/MW-day$275.00/MW-day. The
minimum number of tranches that Bidder A can bidA@E is 2, since the price for
ACE has not ticked down and Bidder A has two desiedches on ACE.

In round 7, Bidder A fails to submit a bid in thielding phase of the round. Bidder A
is granted an extension but does not submit admiehgl the extension. Bidder A will
be assigned the following bid, which is its defdutt. Bidder A is the only bidder tha

is assigned a default bid.

~—~+

EDC PSE&G | JCP&L ACE RECO
Round 7 Price ($/MW-day) 270.45 275.00 254.00 252.
Default Bid for Bidder A 0 0 2 denied switches @ 0
(tranches) 259.42

None of Bidder A’s withdrawn tranches are retairtealiches from other bidders tha
actually submitted bids are sufficient to fill tanche target for JCP&L. Three new,

denied switches. Bidder A’s eligibility in round$82. Should Bidder A again fail to
bid in round 8, this free eligibility will be lostBidder A would be assigned eligibility,

tranches are bid on ACE by other bidders. BotBidfler A’s tranches become outbid

of zero in round 9 and would lose the ability td for the remainder of the Auction.
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VIII.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 whichbmbder could change its bid from the
previous round. For the Auction to end, the tetatess supply in the Auction must be
equal to zero and it must be that no price can dicwn. At the end of the Auction,
tranches are allocated to the winners and all wswf@ an EDC'’s tranches, should the
Board authorize them as suppliers, will receive gdame price for that EDC. The price
given to the winners is determined as follows.

If, to fill the tranche target for an EDC in thadi round, only tranches bid at the
price from the final round are used, the winneesthpse that submitted bids at the price
from the final round. The final price given to alinners is the 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 biddersstifamitted bids at the price from the last
round and the bidders that submitted the lowesthefexit prices. If, to fill the last
tranches of the tranche target of an EDC in thertasd, the Auction Manager must use
some but not all the tranches from two or more &iddied at the same exit price, then
the Auction Manager, for each tranche, will choaseandom the bidder whose tranche is
retained. For the first tranche needed at theeietprice, the probability that a bidder is
chosen is the number of tranches that the biddebithat the exit price divided by the
total number of tranches bid at the tied exit pritfea second tranche is needed at the exit
price, the Auction Manager again will choose ati@an the bidder whose tranche will be
retained. The probability that any one bidderhiesen is the number of tranches that the
bidder has bid at the exit price and that haveyettbeen retained divided by the total
number of tranches bid at the exit price and tlaemot yet been retained. The Auction
Manager repeats this procedure until the trancigetdor the EDC is filled. The final
price given to all winners is the last acceptedeori

If, to fill the tranche target for an EDC in thestaound the Auction Manager
must disallow reductions from both withdrawals awdtches, then the winners are the
bidders that submitted bids at the last round pribe bidders that withdrew their
tranches, and the bidders with reductions for ERC from switches that were denied.
The final price received by all winners is the prat which the denied switches were last
freely bid.
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Example 15.
The tranche target for PSE&G is 25.

In round 54, 26 tranches for PSE&G are bid at eepoif $140.00/MW-day. In round
55, 20 tranches for PSE&G are bid at a price oRHZMW-day.

Bidder A bids 5 tranches for PSE&G in round 54 andanche in round 55. Bidder
A enters an exit price equal to the last round garice of $140.00/MW-day for the
4 tranches it is withdrawing.

A4

Bidder B bids 3 tranches for PSE&G in round 54 artdanche in round 55. Bidd
B enters an exit price of $139.69/MW-day for thigghches it is withdrawing.

D
-

No other bidder changes its number of tranchesohidPSE&G. All other bidder
collectively bid 18 tranches for PSE&G in both rdarb4 and 55. The total excegss
supply in round 55 is zero and the Auction endsound 55. Twenty tranches fpr
PSE&G are allocated to the bidders that bid atgtieg price of $139.65/MVday.
Two additional tranches are allocated to Bidderiiges it submitted a lower ex
price. Finally, Bidder A wins three additionalnihes so that the tranche targe
filled. All winning bidders will receive a pricef $140.00/MW-day, which is th
lowest price at which the tranche target is filled.

[72)

—

197 A

VIII.D. Post Auction

The Board will decide whether or not to approve mbsults of this Auction (the
BGS-CIEP Auction) by the end of the second busidessfollowing the calendar day on
which the BGS-FP or BGS-CIEP Auction closes, whigteeomes later.

If the Board approves the Auction results and augbke the winners to become
BGS-CIEP suppliers, the Auction Manager will notégch winner of the tranches it has
won and the final prices. The Auction Manager wibtify each EDC of the following
for its territory: the identity of the winners, tmumber of tranches won, and the final
price.

Each winner and each EDC will have three days filwertime at which the Board
approves the Auction results to execute the BGSCHupplier Master Agreement.
Each winner will have these three days to demaestreompliance with the
creditworthiness requirements set forth in the B@EP Supplier Master Agreement and
to submit the executed BGS-CIEP Supplier MastereAgrent to the Board for
information. A winner’s financial guarantee postezfore the Auction may be forfeited
if the winner does not execute the Agreement withiee days, if the winner fails to
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demonstrate compliance with the creditworthinespiirements set forth in the BGS-
CIEP Supplier Master Agreement, or if the winnelsfeo agree to any of the terms of the
Agreement. Effective with the exercise by an EO@oright to collect on the financial
guarantees, any contractual rights or other entdlgs of the winners shall immediately
terminate without further notice by the EDC. Inddithn, winners shall be liable for
damages incurred by the EDCs, which damages sbaletermined in accordance with
the terms of the BGS-CIEP Supplier Master Agreenasrit the winner were a defaulting
party to that Agreement.

Each winner will have to pay a fee per tranche warhis fee will be set to
recover all the costs associated with the Auctiooc&ss. The Auction Manager will
announce the fee per winning tranche no later thdays before the Auction. The fee
will be netted against the first payment made ewimner during the supply period.

VIII.E. Association and Confidential Information Rules
VIIILLE.1. Process for Reporting Associations, lIdentifying Concerns and
Remedies

Interested parties applying to qualify to bid ire tAuction will be required to
indicate in their Part 1 Applications whether ttag part of a bidding agreement, a joint
venture for purposes of participating in the Aucti@ bidding consortium, or other
arrangements pertaining to bidding in the Auctiomnterested parties will also be
required to certify in their Part 1 Application thahould they qualify to participate in the
Auction, they will not disclose information regamndi the list of qualified bidders. In
addition to certifications regarding bidding agrests and confidential information, each
interested party makes a number of other certiboatsignifying its agreement with the
terms of the BGS-CIEP Auction Rules, the terms e BGS-CIEP Supplier Master
Agreement, as well as signifying its agreement thawill not assign its rights or
substitute another entity in its place. These taatthl certifications are discussed in
section VIII.B.2.

Once parties are qualified to bid in the Auctioacte qualified bidder will be
asked in its Part 2 Application to make a humbecetifications, each detailed below,
and each qualified bidder may be asked to provittktianal information to the Auction
Manager if these certifications cannot be madepadrticular, each qualified bidder will
be informed of the list of qualified bidders andlivide asked to certify that it is not
associated with any other qualified bidder. If walified bidder cannot make such a
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certification, it will be asked to identify assotans it may have with other qualified
bidders. The criteria that determine whether tueulérs are associated with one another
are given below. If two qualified bidders are asated with one another, the Auction
Manager will determine whether the two qualifiedlders can both participate in the
Auction, as well as the terms and conditions ohsparticipation. The Auction Manager
may require qualified bidders that are associatiéd @he another to bid as one entity or
to reorganize so as to no longer be associatedonghanother.

Qualified bidders will be asked to certify that yheill undertake to appropriately
restrict their disclosure of confidential infornmati relative to their bidding strategy and
confidential information regarding the Auction Pess (both of which are defined in
section VIII.E.3). Qualified bidders will also lasked to certify that they have not come
and will not come to any agreement with anothetified bidder with respect to bidding
at the Auction, except as disclosed and approvetthéyuction Manager in their Part 1
Application. In addition to certifications regandi associations and confidential
information, each qualified bidder makes a numideotber certifications signifying its
agreement that a bid is a binding offer to provsegevice under the terms of the BGS-
CIEP Supplier Master Agreement, as well as signgyits agreement that it will not
assign its rights or substitute another entityténplace. These additional certifications
are discussed in section VIII.B.2.

Before obtaining final documentation necessary aotigipate in the Auction,
registered bidders will be required to certify thhey will continue to maintain the
confidentiality of any information that they wilbkie acquired through their participation
in the Auction Process.

VIIILLE.2. Association Criteria
1. Preliminary Definitions

a. A party controls an entity directly if the party holds a majority shares,
majority voting power, a majority of common direxgp can appoint a
majority of directors, or if the party in fact cools the entity’s affairs through
some other means. A party controls an entity eddly if the party controls
another entity that controls the entity in questjonthrough a longer line of
control; e.g., if the party controls another entityt controls an entity that
controls the entity in question, etc.).

b. A party participatesdirectly in another entity Z if the party holdsyariass of
listed shares, if it holds the right to acquiretssbares, if it holds any option
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C.

to purchase shares or if it has voting power. géicipation is indirect if the
party participates in another entity that partitgsain Z (with potentially a
longer line of “indirect participation”). When thgarticipation is indirect, the
percentage of participation of the party in thatgns obtained by multiplying
the 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 stigygsee definition in the next

section), has agreed to provide assistance witéinéimg or has agreed to
provide assistance in another way.

2. Bidder A and Bidder B are associated with eachrdttfigidder 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% pasdtmp, direct or indirect, in

Bidder B and that is concerned with Bidder B’s lwd;

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

. Is controlled by an entity that has at least a l@8#ticipation, direct or

indirect, in Bidder B and that is concerned witld@2r B’s bid.

3. Bidder A and Bidder B are associated if there pay which

. 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% pasdtmp in Bidder A, direct or

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

. Has confidential information about Bidder A’s biesicais controlled by

Bidder A; or

. Has confidential information about Bidder A’s biddais controlled by an

entity or person that controls Bidder A directlyindirectly; or
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f. Has confidential information about Bidder A’s biddais controlled, directly
or indirectly, by an entity that has at least a 1&fticipation 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 pmdy that has at least a 20%
participation, directly or indirectly, in both biddk.

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

a. Has at least 10% patrticipation in Bidder B, dingctt indirectly, and is
concerned with Bidder B’s bid; or

b. 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@#icipation in Bidder B,
directly or indirectly, and is concerned with Biddgs bid; or

e. Is controlled by a person or entity that controiddgr B directly or
indirectly; or

f. Is controlled by a person or entity that has atlé@% participation in
Bidder B, directly or indirectly, and is concernsih Bidder B’s bid; or

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

VIII.E.3. Definitions of Confidential Information

Confidential information relative to the bidding strategyneans information
relating to a bidder’s bid, whether in writing oerbally, which if it were to be made
public would be likely to have an effect on anytleé bids that another bidder would be
willing to submit at the Auction. Confidential mvimation relative to the bidding strategy
includes (but is not limited to) a bidder's Auctistrategy; a bidder’s indicative offer; the
bidder’s preference to bid for one EDC’s systerheathan another; the quantities that a
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bidder wishes to serve of one or more EDCs’ systehwes bidder’'s estimation of the
value of a tranche of the various EDCs’ systems; lifdder’s estimation of the risks
associated with serving BGS-CIEP Load or of senangarticular EDC; and a bidder’s
contractual arrangements for power with a partgdwve the BGS-CIEP Load were the
bidder to be a winner at the Auction.

Confidential information regarding the Auction Pragssmeans information that
is not released publicly by the Board or the Auttddanager and that a bidder acquires
as a result of participating in the Auction Prog¢edsether in writing or verbally, which if
it were to be made public could impair the intggaf current or future Auctions, impair
the ability of the EDCs to hold future Auctions,rimaconsumers, or injure bidders or
applicants. Confidential information regarding #ection Process includes (but is not
limited to) the list of qualified bidders, the list registered bidders, the initial eligibility
in the Auction, the status of a bidder’s participatin the Auction, and all reports of
results and announcements made by the Auction Martagll or any one bidder during
the Auction.

VIII.E.4. Certifications and Disclosures to Be Made

An interested party will be required in its PartApplication to disclose any
bidding agreement or arrangement in which the estexd party may have entered. In
addition, the following certification will be reqeid and will apply from the time that the
Part 1 Application has been submitted.

1. An applicant must certify that if it qualifies tcagiicipate in the Auction, the
applicant will not disclose at any time informaticegarding the list of qualified
bidders, including the number of qualified biddefrse identity of any one or all
entities that have been qualified, or the fact #ratentity has not been qualified
for participation in the Auction. The applicant shgertify that it will destroy any
document distributed by the Auction Manager thatslithe qualified bidders
within five days of the Board deciding whether fppeove the Auction results.

The following certifications will be required of @aqualified bidder in its Part 2
Application and will apply from the time of quathtion until the Board certification of
the Auction results. Each qualified bidder mustsdt the list of all qualified bidders
and attest to the following:

2. A qualified bidder must certify that it is not asgied with another qualified
bidder according to the criteria given above.
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A qualified bidder unable to make certification 2ush identify the qualified
bidders with which it is associated and the natdrthe association.

3. A qualified bidder must certify that, other thanatijfied bidders that were
explicitly named in its Part 1 Application as pastiwith whom the bidder has
entered into a bidding agreement, joint venturettier purpose of bidding in the
Auction, bidding consortium, or other arrangemeettgining to bidding in the
Auction, the bidder has not entered into any agesgmvith another qualified
bidder, directly or indirectly, regarding bids dtetAuction, including, but not
limited to, the amount to bid at certain pricesg #ystem on which bids are
placed, when or at what prices bids are withdrawswitched, or the amount of
exit prices.

An Advisoris an entity or person(s) that will be advisingassisting the qualified
bidder with bidding strategy in the BGS-CIEP Auatiavith estimation of the value of a
system’s tranches, or with the estimation of tls&siassociated with serving BGS-CIEP
load.

4. A qualified bidder must certify to one of the falng: (i) the qualified bidder has
not retained an Advisor; or (ii) the qualified betdhas retained an Advisor, the
Advisor will not provide any similar advice or &tance to any other qualified
bidder, and the Advisor will not be privy to cordittial information relative to
another qualified bidder’'s bidding strategy; orn)(ithe qualified bidder has
retained an Advisor who will provide similar advice assistance to another
qualified bidder, or who will be privy to confideat information relative to any
other qualified bidder’s bidding strategy, but agpiate protections have been
put into place to ensure that the Advisor does smtve as a conduit of
information between, or as a coordinator of theding strategies of, multiple
bidders.

A qualified bidder unable to make certification 44shname the Advisor and the
other bidder(s) concerned.

5. A qualified bidder must certify that the qualifidmidder is not a party to any
contract for the purchase of power that might beduas source of supply for
BGS-CIEP, and that (i) would require the discloswk any confidential
information (confidential information relative tohd bidding strategy or
confidential information regarding the Auction Pess) to the counterparty under
such a contract; or (ii) that would require thecttisure of any confidential
information (confidential information relative tohd bidding strategy or
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confidential information regarding the Auction Pegs) to any other party; or (iii)
that would provide instructions, direct financiatéentives, or other inducements
for the bidder to act in a way determined by thanterparty in the agreement
and/or in concert with any other bidder in the Aot Notwithstanding the
above, a qualified bidder may, during negotiatigmeor to the Auction for
contractual arrangements for power to serve BGSPAlBad were the bidder to
be a winner at the Auction, discuss with the coyoatey to such arrangements the
nature of the products to be purchased, the voland,the price at which it is
willing to buy these products.

A qualified bidder unable to make certification ush disclose the contractual
terms that prevent the qualified bidder from makimg certification.

6. A qualified bidder must certify that it does notvhaany knowledge of
confidential information relative to the biddingaegy of any other qualified
bidder.

A qualified bidder unable to make certification @lwe asked to name the other
gualified bidder and the nature of the confidentiédrmation.

7. A qualified bidder must certify that it will not sitlose confidential information
relative to its own bidding strategy except to leiddthat were explicitly named in
its Part 1 Application as parties with whom thedadhas entered into a bidding
agreement, joint venture for the purpose of biddingthe Auction, bidding
consortium, or other arrangement pertaining to inigldn the Auction, bidders
with which it is associated as disclosed througfifaztion 2, to its Advisor, and
to its financial institution.

A gualified bidder unable to make certification l\Wwe 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 hagred a bidding agreement,
joint venture for purposes of the Auction, biddirgpnsortium, or other
arrangement pertaining to the Auction, no party &geed to defray any of its
costs of participating in the Auction, includingetiiost of preparing the bid, the
cost of any financial guarantees, the cost to bheé ppon winning a tranche, or
any other participation cost.

A qualified bidder unable to make certification &shidentify the party that has
agreed to defray some or all of the qualified brtkleost of participating in the Auction,
and the nature of the participation costs thaptrgy has agreed to defray.
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Furthermore, in its Part 2 Application a qualifieédder will have to certify that it
will not disclose any confidential information redag the Auction Process that it has
acquired or will acquire through its participationhese certifications will apply from the
time of submission of the Part 2 Application.

9. A qualified bidder must certify that if it is re¢ggsed to participate in the Auction,
the qualified bidder will not disclose at any timméormation regarding the initial
eligibility in the Auction or the list of registedlebidders, including the number of
registered bidders, the identity of any one oealities that have been registered,
or the fact that an entity has not been registiyegdarticipation in the Auction.

10. A qualified bidder must certify that it will notigtlose any confidential
information regarding the Auction Process to anstypexcept to its Advisor and
bidders with which it is associated.

A qualified bidder unable to make certification Qcertification 10 will be asked
to state all reasons.

Following a successful Part 2 Application, the ségied bidder will be required
to certify that it will continue to abide by its ipr commitment to maintain the
confidentiality of information regarding the Auatid’rocess. The registered bidder will
be required to do so before obtaining manuals aadeplures essential to submit bids in
the Auction. The registered bidder also certifibat it will destroy all documents
provided by the Auction Manager that contain coerfitil information within five days
of the Board deciding whether to approve the Aurctiesults. Such certification will
apply from the time at which it is made, no lateart five days before the start of the
Auction.

11.A registered bidder certifies that it continuesatmde by its prior confidentiality
certifications.  The registered bidder will not adase any confidential
information regarding the Auction Process to anstypexcept to its Advisor and
bidders with which it is associated. Further, tbgistered bidder certifies that it
will destroy all documents written or electroniopided by the Auction Manager
that contain confidential information regarding tAaction Process within five
days of the Board deciding whether to approve thetin results.

Once the Auction has been concluded, if the Bopptaves the Auction results,
the Board may choose to release information reggrtinal BGS-CIEP prices and the
names of the winners. At that point, a winner ni@glf release information only
regarding the number of tranches it has won andetfnories the winner will be serving,
and a losing bidder may itself release informatmmy regarding the fact that it
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participated in the Auction. The winners and Igsliidders otherwise continue to be
bound by their certifications as described previyus

VIII.E.5. Actions to Be Taken If Certifications Cannot Be Made

If a party cannot make all above certificationg #uction Manager will decide
within five days on a course of action on a cas&dse basis. To decide on this course
of action, the Auction Manager may make additianguiries to understand the reason
for the inability of the bidder to make the cedition.

In general, qualified bidders that are associatéd one another, or that have
entered into agreements regarding bidding at thetiéw, are considered as one bidder
for the purposes of application of the statewidsdloap and for the administration of the
Auction. Bidders can be allowed to bid indepenijent can be asked to end their
association or agreement as a condition of padi@p, as circumstances warrant. If
qualified bidders are asked to end their associatibey will be given five days to do so.

If qualified bidders do not comply with additiongformation requests by the
Auction Manager regarding certifications requiredtihe Part 2 Application, or do not
comply with a request from the Auction Manager nal ¢heir associations, this may be
sufficient grounds for the Auction Manager to reéjine application.

Sanctions can be imposed on a qualified biddefditing to disclose information
relevant to determining associations, for coordimgatwith another bidder without
disclosing this fact, for releasing confidentiglonmation except as provided in 3, 5, and
7 of section VIII.E.4, or for disclosing informatialuring the Auction to a person other
than those specified in 10 of section VIII.E.4. cBsanctions can include, but are not
limited to, loss of all rights to serve any BGS-@IEoad won in the Auction by such
bidder, forfeiture of bid bonds and other fees @osbr paid, liquidated damages of
$100,000, action under state or federal laws, @tys’ fees and court costs incurred in
any litigation that arises out of the bidder's imyper disclosure, debarment from
participation in future BGS Auctions, prosecutiardar applicable state and federal laws,
or other sanctions that the Board may consideragu@te. The Auction Manager will
make a recommendation to the Board on a possibigiea and the Board will make the
final determination.
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VIII.F. Glossary of Auction Terms

VIIIL.F.1. Associated With

A bidder is associated witlinother if the two bidders have ties that couldvall
them to act in concert or that prevent them fromgeting actively against each other in
the Auction. Specific criteria for associations arovided in section VIII.E.2.

VIILF.2. Auction Volume

The Auction volume is a number of tranches thatER&Cs taken together will
purchase through the Auction. The Auction Manageraccordance with confidential
guidelines approved by the Board, may cut baclktingion volume.

VIILEF.3. BGS

Basic Generation Service is the electric supplytiiose retail customers who are
not served by a third party supplier.

VIILF.4. BGS Load

The BGS Load is the full electricity requiremene(j including energy, capacity,
ancillary services, transmission, etc.) of retaistomers who have not chosen a third
party supplier, as measured and reported to PJMis the EDC aggregate zonal
requirements less the wholesale requirementshesthird party supplier requirements.

VIII.F.5. BGS-CIEP Customer

A BGS-CIEP Customer is a retail customer who taB&S on a CIEP (as
opposed to FP) tariff.

VIIIL.F.6. BGS-CIEP Load

An EDC’s BGS-CIEP Load includes the sum of the hoload of all BGS-CIEP
customers, adjusted for losses.
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VIILF.7. BGS-CIEP Peak Load Share

BGS-CIEP Peak Load Share is the portion of PIJMrdeteed EDC zonal peak
load on one proxy day attributable to customerSIiaP rate classes that are taking BGS
on that proxy day. The BGS-CIEP Peak Load Shaaesiagle value measured in MW.

VIIIL.F.8. BGS-FP Load

The BGS-FP Load is the BGS Load excluding the BGSPA_oad.

VIILF.9. Bid

A bid consists of four numbers: a number of PSE&@nht¢hes, a number of
JCP&L tranches, a number of ACE tranches, and abeuraf RECO tranches. A bid
represents the number of tranches that a biddérewit serve for each EDC at the going
prices in force at that point in the Auction. lhraunds except the first, to fully specify a
bid, a bidder may be asked for information in addito the number of tranches that it
wishes to bid for each EDC, such as switching s and exit prices. A bid is valid
when it is submitted and verified in the biddingapl, and processed by the Auction
software.

VIIIL.F.10. Bidding Phase

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

VIILF.11. Calculating Phase

The calculating phase is the second phase of thedraluring which the Auction
Manager tabulates the results of that round’s bigigihase and calculates the prices for
the next round.

VIIIL.F.12. CIEP Customer

CIEP customers are retail customers who are taB@6g-CIEP, or are retall
customers served by a third party supplier whoewkey to take BGS, would be served
under a CIEP (rather than an FP) tariff.
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VIILF.13. CIEP Load

CIEP Load for an EDC is defined as the sum of therlly load of all BGS-CIEP
customers, as well as the hourly load of retaitmuers served by a third party supplier
who, were they to take BGS, would do so under aPQHiff, adjusted for losses.

VII.F.14. CIEP Peak Load Share

CIEP Peak Load Share is the portion of PIM-detexthiEBDC zonal peak load on
one proxy day attributable to customers in CIER cdsses. The CIEP Peak Load Share
is a single value measured in MW, that consisthefBGS-CIEP Peak Load Share and
the peak load attributable to customers servechiogl party suppliers on the proxy day
and who are in CIEP rate classes.

VIIL.F.15. CIEP Standby Fee

The CIEP Standby Fee is a fee for the option abileo each CIEP customer of
taking BGS on a CIEP tariff or rate. This feees at 0.015¢/kWh of the energy used by
CIEP customers measured at the customer meter.

VIIL.F.16. Contingency Plan

If the number of tranches procured through the Wuncis less than the Auction
volume set at the start of the Auction, each ED@sehtranche target is not filled at the
end of the Auction will implement a Contingency riPfar the remaining tranches. Under
their Contingency Plans, the EDCs will purchaseessary services including installed
capacity, energy, and ancillary services througii-Bdministered markets.

VIIL.F.17. Decrement

If the number of tranches bid exceeds the numbé&aathes needed for an EDC,
the price for the EDC falls by a decrement in tlegtrround. The decrement varies in
each round based on the excess supply on an EDGumeeaagainst a measure of
maximum possible excess supply.
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VIII.F.18. Denied Switches

The Auction Manager denies reductions in the nurobé&anches bid for an EDC
from switches when the tranches bid at the goingepeind the withdrawn tranches that
can be retained are not sufficient to fill that EB@anche target. Denied switches are
retained at the last price at which they were fréed.

VIILF.19. Eligibility and Initial Eligibility

Initial eligibility is equal to the number of trames that a bidder has financially
guaranteed with a letter of credit (or bid bondYhwits 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 trares bid for all EDCs at the going prices
in round 1. For any subsequent round, a bidddiggbdity in a round is the bidder’s
eligibility at the start of the previous round ménthe number of tranches that the bidder
withdrew in the bidding phase of the previous roumdhether or not the Auction
Manager retains these withdrawn tranches).

VIILF.20.  Eligibility Ratio

An eligibility ratio is obtained by dividing the t@ eligibility in the Auction by
the number of tranches available in the Auction.

VIIL.F.21. End of Auction

The Auction ends in the reporting phase of thet fimind in which the total
excess supply is zero.

VIII.F.22. Excess Supply

The excess supply on an EDC is the number of tembid at the going price for
the EDC minus the EDC'’s tranche target, or it izehichever is greater.

VIIL.F.23. Exit Price

If a bidder is reducing eligibility in a round, general the bidder names an exit
price. The bidder names an exit price for thedhes of an EDC that the bidder is no
longer willing to serve at the price for the cutreound. An exit price must be a price
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higher than the going price in the current round &ss than or equal to the previous
going price for the EDC. No exit price is namedewhwithdrawing tranches of free
eligibility.

VII.F.24. Extension

An extension extends the bidding phase of a royntiSominutes. Each bidder is
allowed two extensions during the Auction. A bidde automatically deemed to have
requested an extension whenever no bid has beeiveddrom the bidder by the end of
the scheduled bidding phase of a round and theebidds not used the two allowable
extensions. The bidding phase in round 1 is autically extended for the convenience
of bidders.

VIII.F.25. Financial Guarantee

Each qualified bidder must post a financial guaanin the form of a letter of
credit (or bid bond), proportional to its indicatioffer at the maximum starting price.

VIIIL.F.26. FP Load

FP Load is the retail load excluding the CIEP Load.

VIILF.27. Free Eligibility

A denied switch that is replaced in filling theriche target by a new tranche at
the going price is said to be outbid. An outbishidd switch becomes a tranche of free
eligibility. The bidder can assign a tranche @efreligibility to any EDC(s) and, if the
bidder wishes to withdraw such a tranche, no endepwill be named and this tranche
will not be retained.

VIII.F.28. Full-Requirements Service

Full-requirements service means that the suppdieesponsible for fulfilling all
the requirements of a PJM LSE including capacitpergy, ancillary services,
transmission, and any other service as may benesjby PJM.
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VIIILF.29. Going Price

The going price for an EDC in a round is the patavhich the Auction Manager
is soliciting bids in that round. A bidder thatbsoits a bid in a round declares itself
ready to supply the number of tranches bid for ¢2dl at the going price for the EDC.

VIII.F.30. Indicative Offer

An indicative offer specifies two numbers of traesh The first number
represents the amount that the qualified biddeillgg to serve at the maximum starting
price on a statewide basis (i.e., for all EDCs comd)). The second number represents
the amount that the qualified bidder is willingsiopply at the minimum starting price on
a statewide basis. At each of the maximum andntinénum starting prices, the number
of tranches indicated by the qualified bidder carexzeed the statewide load cap. At the
maximum starting price, the number of tranchescaigid by a qualified bidder cannot be
lower than two. Indicative offers are providedwihe Part 2 Application.

VIILF.31.  Initial Eligibility

See Eligibility and Initial Eligibility.

VIII.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 clseca starting price for round 1 of the
Auction that is between the minimum and the maxinatanting prices. The EDCs will
agree on the statewide minimum and maximum stapiiigs.

VIII.F.33. MW-Measure

The approximate measure in MW of a single trancdneah EDC, given the CIEP
Peak Load Share for the EDC and the percentagedfrepresented by the tranche.

VIIILF.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.
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VIIIL.F.35. Oversupply Ratio

The oversupply ratio is the ratio of the excespfupn an EDC to a measure of
the maximum possible excess supply on that EDC.e ieasure of the maximum
possible excess supply on the EDC takes into ac¢cintotal excess supply in the
Auction, the statewide load cap, and the numbeegstered bidders.

VIIIL.F.36. Part 1 Application

In their Part 1 Applications, interested partiedl Wwe asked to submit financial
information so that the EDCs can assess their tevedhiness. In addition, interested
parties will be asked to comply with other quahfion criteria including agreeing to
comply with the BGS-CIEP Auction Rules and agredimghe terms of the BGS-CIEP
Supplier Master Agreement. Each interested paittyalgo 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 asstgrrights or substitute another entity in
its place.

VIIL.F.37. Part 1 Application Date

Date at which Part 1 Applications are due. Thieddall be set no earlier than 10
days after the maximum and minimum starting prit@ge been announced.

VIIIL.F.38. Part 2 Application

In the Part 2 Application, qualified bidders willake a number of certifications to
ensure compliance with the association and contiglemformation portion of these
rules. Each qualified bidder is also asked to egoekeep confidential the list of other
successful applicants; to agree that the submissfoany bid creates a binding and
irrevocable offer to provide service under the terof the BGS-CIEP Supplier Master
Agreement; and not to assign its rights or sulistiéunother entity in its place.

VIIILF.39. Part 2 Application Date

Date at which Part 2 Applications are due. Thiedall be set no later than 10
days before the start of the Auction.
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VIII.F.40. Product in the Auction

A product in the (BGS-CIEP) Auction is the BGS-CIE®ad for an EDC for a
one-year supply period.

VIII.F.41. Qualified Bidder

An interested party that has submitted a Part 1liéggon and that has satisfied
all conditions of the Part 1 Application becomegualified bidder. Interested parties
will be notified that they have qualified no latdran three days after the Part 1
Application Date.

VIII.F.42. Recess

A recess is a suspension of the Auction for a plenb no less than twenty
minutes, giving bidders more time to consider tibgils. A bidder may request a recess
in the calculating phase or the reporting phasa ofund. Each bidder is allowed one
recess during the Auction. A bidder cannot reqae®cess in the first ten rounds of the
Auction. Starting in the eleventh round, a biddexy request a recess in a round if the
total excess supply in the Auction reported in fitrevious round was 15 or fewer
tranches.

VIII.F.43. Reductions

Reductions in the number of tranches bid on an E@Cwhich the price has
ticked down can be in the form of a withdrawal.(ireducing the number of tranches bid
on an EDC without increasing the number of tranchieson other EDCs, and thus
reducing the number of tranches bid in total) oswatch (i.e., re-assigning the total
number of tranches bid so that the number of tresidhid on one or several EDCs is
reduced, but the number of tranches bid on otheZ<£B increased by the same amount).

VIII.F.44. Registered Bidder

A qualified bidder that submits a Part 2 Applicatiand that satisfies all
conditions of the Part 2 Application becomes asteged bidder. Conditions of the Part
2 Application include the submission of an indieatioffer and financial guarantees.
These conditions also include making certificatioeating to the Association and
Confidential Information Rules or, if not all thesertifications can be made, providing
additional information to the Auction Manager anbiding by the course of action
decided by the Auction Manager.
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VIIIL.F.45. Reporting Phase

The reporting phase is the third and final phase ebund, during which the
Auction Manager informs the bidders of the resoltghat round’s bidding phase. All
bidders are informed of the going prices for thetm®und’s bidding phase and are
provided with a range of total excess supply. Hadder privately receives the results of
the bidder’s own bid from that round, indicatingetach bidder its obligation at this point
in the Auction.

VIII.F.46. Round

The Auction runs in discrete time periods callednas. Each round has a
bidding phase, a calculating phase, and a repoptiage.

VIII.F.47. Rounding

Prices and exit prices are in dollars per MW-dag ane rounded off to the
nearest cent.

VIII.F.48. Session

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

VIII.F.49. Starting Prices

The starting prices are announced three days bef@eAuction starts. The
starting prices are the going prices in round 1.

VIIILF.50. Statewide Load Cap

The statewide load cap is a maximum on the numbiaiches that a bidder can
bid and win statewide.

VIIL.F.51. Switches and Switching

Switching involves an increase in the number ah¢hes bid on some EDCs
while at the same time a reduction in the numbetrahches bid on other EDCs.
Switching (without a simultaneous reduction of tla@s through a withdrawal) occurs
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when a bidder reallocates its tranches bid witlob@inging the total number of tranches
bid on all EDCs. Switching alone has no effecebgibility.

VIIL.F.52. Switching Priority

A switching priority is a preference assigned tee af the EDCs for which a
bidder is increasing its number of tranches bidhe Didder is required to assign a
switching priority when the bidder is increasing tiumber of tranches bid for more than
one EDC.

VIIL.F.53. Target Eligibility Ratio

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

VIIIL.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 Mgaacan call a time-out at any time
during a round.

VIII.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 tadgjethe excess supplies for the
individual EDCs, plus tranches of free eligibility.

VIII.F.56. Tranche

A tranche of one EDC is a full-requirements tranchA tranche is a fixed
percentage share of the BGS-CIEP Load of an EDGhioperiod June 1, 2012 to May
31, 2013.

VII.F.57. Tranche Size

The tranche size of an EDC in this Auction is tleecpntage share of the BGS-
CIEP Load of the EDC represented by one tranche.

VIII.F.58. Tranche Target

The tranche target is the number of tranches ataikt the Auction for an EDC.
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VIII.F.59. Withdrawal

A bidder reduces the number of tranches bid on € Ehrough a withdrawal
when the bidder is reducing the number of trandli@on an EDC, while not increasing
the number of tranches bid on other EDCs, and tbaigcing the number of tranches bid
in total. A bidder who does not bid a tranche refef eligibility in the round when it
becomes available is making a withdrawal.
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VIII.G. Appendix
VIIIL.G.1. Tranches

Data for sample calculations are provided in thetdelow. The second column
of the table provides, for each EDC, the 2011 CHeRak Load Share on a proxy day.
The third column provides the number of tranchesefach EDC, which is the tranche

target. The number of tranches is rounded up.

[ake column provides the MW-

measure, which is the size of the tranche multiphg the CIEP Peak Load Share.

Table VIII-4. Peak Load Shares

EDC CIEP Peak Load Number of Size of tranche MW-
Share (MW) tranches (%) measure
PSE&G 1,820.77 25 4.00% 72.83
JCP&L 789.00 11 9.09% 71.73
ACE 315.20 5 20.00% 63.04
RECO 42.80 1 100.00% 42.80
Total 2,967.77 42

For ACE, the CIEP Peak Load Share is 315.20 MW.e $ize of a tranche is
20%. The MW-measure is then 63.14 MW, or 20% ¢f.2Q MW.
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VIIL.G.2. Decrements

The calculation of the size of the decreménis based on the oversupply ragp,
which is the ratio of the excess supply on an ED@rt estimate of the maximum excess

supply:
B-TT
min(R_ES,nErnin{SNLC,TF} —Tr)

The numerator is the excess supply on an EDC, wikithe number of tranches bid at
the going price B) minus the tranche target). The denominator is a measure of
maximum possible excess supply. The excess supphn EDC must be less than or
equal to the total excess supply in the AUCtiBES is the upper bound of the range of
total excess supply reported to bidders and sexses measure of total excess supply in
the Auction. The excess supply on an EDC must ladskess than or equal to the excess
supply that would result from all bidders biddingetmaximum possible number of
tranches on the EDC. The maximum possible numbgeanches that can be bid on an
EDC is either the statewide load cM.C) or the tranche targefi (), whichever is
lower. Thus, the excess supply that would resalnfall bidders bidding the maximum
possible number of tranches on the EDC wouldndgnin{SWLC, TT} —-TT tranches,
namely the number of registered bidderst(mes the statewide load capNLC) or the
tranche targetT(T), minus the tranche target (to get a measure oéssxsupply). The
estimate of maximum possible excess supply forBBE€ used for the decrement rule
iSRES, or the measure based on the number of registaickters and the load cap
(nMin{SMLC, TT} =TT ), whichever is smaller.

Regime 1

At the start of the Auction, in Regime 1, the feliag decrement formulas will be
used.

If an EDC'’s tranche target is 15 tranches or méren the decrement for that
EDC is set as follows:

A = Max [ 0.005 , min {(0.06§ — 0.0085) , 0.05} ]

For example ify = 0.4705, therd = 0.0235, which means that prices are reduced by
2.35% for the next round. Prices will be roundédmthe nearest cent.

Using this rule, the smallest decrement would &0 (and the amount of the
decrease in price would be rounded off to the re¢aent). When the oversupply ratio is
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at or below 0.1985 (but above 0), the decrementisat 0.5%. The decrement is never
more than 5% (subject to rounding off). When tkersupply ratio is 0.8603 or greater,
which means that the excess supply on the EDC esa86.03% of its maximum, the
decrement is set at 5%. When the oversupply rati@tween 0.1985 and 0.8603, so that
the excess supply on the EDC is between 19.85%8&n@3% of its maximum, the
decrement is between 0.5% and 5% according taulkegiven above.

If an EDC'’s tranche target is between 7 and l1l4ctias (inclusive), then the
decrement for that EDC is set as follows:

A = Max [0.005 , min {(0.155 — 0.0157) , 0.05} ]

For example ify = 0.2000, therA = 0.0153, which means that prices are reduced by
1.53% for the next round. Prices will be round&d®mthe nearest cent.

Using this rule, the smallest decrement would &0 (and the amount of the
decrease in price would be rounded off to the re¢aent). When the oversupply ratio is
at or below 0.1335 (but above 0), the decrementisat 0.5%. The decrement is never
more than 5% (subject to rounding off). When tkersupply ratio is 0.4239 or greater,
which means that the excess supply on the EDC esadB.39% of its maximum, the
decrement is set at 5%. When the oversupply rati@tween 0.1335 and 0.4239, so that
the excess supply on the EDC is between 13.35%42m@9% of its maximum, the
decrement is between 0.5% and 5% according taulkegiven above.

If an EDC'’s tranche target is between 3 tranchek@iranches (inclusive), then
the decrement for that EDC is set as follows:

A = Max [0.005 , min {(0.28% — 0.0175) , 0.05} ]

For example ify = 0.2000, therA = 0.0387, which means that prices are reduced by
3.87% for the next round. Prices will be roundéfd@mthe nearest cent.

Using this rule, the smallest decrement would & (and the amount of the
decrease in price would be rounded off to the re¢aent). When the oversupply ratio is
at or below 0.0801, the decrement is set at 0.3%e decrement is never more than 5%
(subject to rounding off). When the oversupplyaas 0.2402 or greater, which means
that the excess supply on the EDC reaches 24.02% wfaximum, the decrement is set
at 5%. When the oversupply ratio is between 0.080d 0.2402, so that the excess
supply on the EDC is between 8.01% and 24.02% sofmiaximum, the decrement is
between 0.5% and 5% according to the rule giveweabo
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If an EDC'’s tranche target is 2 tranches or fewlse, 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
decrease in price would be rounded off to the rstazent). The smallest decrement
would be in effect when the oversupply ratio isoatbelow a pre-determined minimum
value. The decrement is never more than 5% (subgecounding off). The largest
decrement would be in effect when the oversupphjores above a pre-determined
maximum value. When the oversupply ratio is inNeetn the pre-determined minimum
and maximum values, the decrement will be set\alae between 0.5% and 5%. For
two or more consecutive values of the oversupip réhe decrement will stay constant.

For example, if the tranche target is 1 and if tlhenber of registered bidders is
10, the following series of steps could be used:

001 if  y<0.275
A=< 004 if  0.275<<0.625
0.05 if v>0.625

When the oversupply ratio is at or below a minimuatue of 0.2750, the decrement is
set at 1%. When the oversupply ratio is above dmam value of 0.6250, which means
that the excess supply on the EDC exceeds 62.50¢ ofaximum, the decrement is set
at 5%. When the oversupply ratio is at or belo8260 but above 0.2750, so that the
excess supply on the EDC is at or below 62.50%abote 27.50% of its maximum, the
decrement is constant at 4% according to the niukEngabove.

The rule provided above as an example has thresibp@svalues for the
decrement or three “steps”. The exact form of e for such an EDC used in the
Auction will depend on the tranche target and anritbmber of registered bidders. The
number of steps in the final rules could be gretitan in the example provided above.

Change in Regime

Decrements continue to be between 0.5% and 5%eoptévious going price as
calculated by the decrement formulas of Regimetil the going prices for round 4 are
calculated. After that time, in the first round which the total excess supply in the
Auction is reported to bidders to be 15 or fewanthes, then the decrement formulas of
Regime 2 will be used for the prices that will be going prices in the next round and
for the remainder of the Auction.
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Regime 2
Later in the Auction, in Regime 2, the followingodement formulas will be used.

If an EDC'’s tranche target is 15 tranches or méren the decrement for that
EDC is set as follows:

A = Max [0.0025 , min {(0.034 — 0.00725) , 0.025} ]

For example ify = 0.8, themA = 0.01995, which means that prices are reduced 3856%
for the next round. Prices will be rounded offlie nearest cent.

Using this rule, the smallest decrement would 25%. (and the amount of the
decrease in price would be rounded off to the re¢aent). When the oversupply ratio is
at or below 0.2868 (but above 0), the decremesetsat 0.25%. The decrement is never
more than 2.5% (subject to rounding off). When twersupply ratio is 0.9485 or
greater, which means that the excess supply oRI& reaches 94.85% of its maximum,
the decrement is set at 2.5%. When the oversupily is between 0.2868 and 0.9485,
so that the excess supply on the EDC is betweesB28and 94.85% of its maximum,
the decrement is between 0.25% and 2.5% accorditigetrule given above.

If an EDC’s tranche target is between 7 and l4ctraa (inclusive), then the
decrement for that EDC is set as follows:

A = Max [ 0.0025 , min {(0.077§— 0.01385) , 0.025} ]

For example ify = 0.4, themA = 0.01715, which means that prices are reduced T45%
for the next round. Prices will be rounded offlie nearest cent.

Using this rule, the smallest decrement would 25%. (and the amount of the
decrease in price would be rounded off to the re¢aent). When the oversupply ratio is
at or below 0.2110 (but above 0), the decremesetsat 0.25%. The decrement is never
more than 2.5% (subject to rounding off). When twersupply ratio is 0.5013 or
greater, which means that the excess supply oRI& reaches 50.13% of its maximum,
the decrement is set at 2.5%. When the oversuply is between 0.2110 and 0.5013,
so that the excess supply on the EDC is betweelD2d and 50.13% of its maximum,
the decrement is between 0.25% and 2.5% accorditigetrule given above.

If an EDC'’s tranche target is between 3 tranchek@tranches (inclusive), then
the decrement for that EDC is set as follows:
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A = Max [ 0.0025 , min {(0.112§— 0.0175) , 0.025} ]

For example ify = 0.2, themA = 0.0050, which means that prices are reduced. 530
for the next round. Prices will be rounded offlie nearest cent.

Using this rule, the smallest decrement would 25%. (and the amount of the
price decrease would be rounded off to the neassd). When the oversupply ratio is at
or below 0.1778 (but above 0), the decrement isas€25%. The decrement is never
more than 2.5% (subject to rounding off). When twersupply ratio is 0.3778 or
greater, which means that the excess supply oR[Et& reaches 37.78% of its maximum,
the decrement is set at 2.5%. When the oversupily is between 0.1778 and 0.3778,
so that the excess supply on the EDC is betweer8% and 37.78% of its maximum,
the decrement is between 0.25% and 2.5% accorditigetrule given above.

If an EDC'’s tranche target is 2 tranches or fewlse, decrement for that EDC is
set as a series of steps. The decrement is dbgecsto an automatic bump-up, as further
described below.

Using this rule, the smallest decrement would &0 (and the amount of the
decrease in price would be rounded off to the rstazent). The smallest decrement
would be in effect when the oversupply ratio isoatbelow a pre-determined minimum
value. The decrement is never more than 2.5% dstilbp rounding off). The largest
decrement would be in effect when the oversupptjores above a pre-determined
maximum value. When the oversupply ratio is inwasn these pre-determined
minimum and maximum values, the decrement will éieas a value between 0.5% and
2.5%. For two or more consecutive values of therswpply ratio, the decrement will
stay constant.

For example, if the tranche target is 1 and if tkhenber of registered bidders is
10, the following series of steps could be used:

0.005 if  y<0.275
A=14 0.02 if  0.275<y<0.625
0.025 if  y>0.625

When the oversupply ratio is at or below a minimuatue of 0.2750, the decrement is
set at 0.5%. When the oversupply ratio is abowveaaimum value of 0.6250, which

means that the excess supply on the EDC exceedl@%af its maximum, the decrement
is set at 2.5%. When the oversupply ratio is betwat or below 0.62500 and above
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0.2750, so that the excess supply on the EDCas la¢low 62.50% and above 27.50% of
its maximum, the decrement is constant at 2%.

The rule provided above as an example has thresibp@svalues for the
decrement or three “steps”. The exact form of ile for such an EDC used in the
Auction will depend on the tranche target and aribbmber of registered bidders. The
number of steps in the final rules could be gretitan in the example provided here.

The decrement for an EDC with a tranche target of Zewer is subject to an
automatic increase when the decrement remainseaRégime 2 minimum (0.5%) for
three rounds in a row. The maximum number of reunda row for which the decrement
is increased is three rounds. If the decremeimtciased, it is set to the average of the
minimum decrement and the next highest decrement.

Specifically, the decrement isumped up i.e., increased from the minimum
(0.5%) to an average of the two smallest decremevitenever the decrement would
otherwise have been set at the minimum in thatdpand:

* Inthe three previous rounds, the decrement waatsbe minimum; or

» Of the three previous rounds, the decrement waatsiie minimum for the first
two of these previous rounds and the decremenbwiaped up in the third; or

» Of the three previous rounds, the decrement waatsiie minimum for the first
of these three previous rounds and was bumped upeirsecond and third of
these previous rounds.

For example, suppose that the tranche target isdltlaat the number of registered
bidders is 10. If the oversupply ratio is at oloee0.275 for rounds 20, 21, 22 and 23,
the decrement is set at the minimum (0.5%) in rew2@ 21 and 22, but the decrement is
increased to 1.25% (the average of the minimumeteent 0.5% and the next highest
decrement, 2%) in round 23.
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D. BGS-CIEP SUPPLIER MASTER AGREEMENT

Note: This is a courtesy copy. The official version is provided on the BGS Auction web site
(http://www.bgs-auction.com/bgs.bidinfo.cc.asp). Should there be any discrepancies between
this courtesy copy and the official version, the official version will govern.

THIS BGS-CIEP SUPPLIER MASTER AGREEMENT, made and entered
into this __ day of February , 2012, by andwben (the
“Company”), a corporation and a public utility orgged and existing under the laws of
the State of New Jersey, on its own behalf andyaataas more fully set forth below, and
each of the suppliers listed on Appendix A hereteverally and not jointly (each a
“BGS-CIEP Supplier” and, collectively, the “BGS-ESuppliers”), the Company and
each BGS-CIEP Supplier hereinafter sometimes edetw collectively as the “Parties”,
or individually as a “Party”,

WITNESSETH:

WHEREAS, the Company is a public utility engaged, interaalin the
transmission and distribution of electric Energyhwi its Service Territory located in the
State of New Jersey; and

WHEREAS, pursuant to Section 9(c) of the Electric Discoamd Energy
Competition Act, N.J.S.A. 48:3-49 et. seq. (‘EDEQAhe New Jersey Board of Public
Utilities (“BPU”) has been authorized to make aabie to any power supplier on a
competitive basis the opportunity to provide BaSeneration Service (“BGS”); and

WHEREAS, in its Decision and Order dated , in Docket BO11040250
(the “ Order”), the BPU found that for periafter May 31, 2012, it would serve
the public interest for the Company to continuesécure BGS Supply through a bid
process; and

WHEREAS, in the Order, the BPU approved an auctiesigh for
bidding out two Basic Generation Service produotg a fixed priced product termed
Basic Generation Service — Fixed Pricing (“BGS-FRid one a variable hourly priced
product termed Basic Generation Service — Commieatid Industrial Energy Pricing
(“BGS-CIEP”); and

WHEREAS, on , 2012 through , 2012, a successfation for
bidding out BGS-CIEP was held; and,
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WHEREAS, each BGS-CIEP Supplier was one of the winningdéid in the
auction for the provision of BGS-CIEP; and

WHEREAS, the Order authorized the Company to contréb winning
bidders, on behalf of the consumers of electrimtated on the Company’s distribution
system, for the provision of the share of BGS-CIERd covered by the winning bid;
and

WHEREAS, pursuant to the auction procedures approvedein th  Order, the
Company and each of the BGS-CIEP Suppliers desienter into this BPU-approved
BGS-CIEP Supplier Master Agreement (“Agreement’jtisg forth their respective
obligations concerning the provision of BGS-CIEP;

NOW, THEREFORE, in consideration of the mutual covenants and sesset
forth below, and for other good and valuable comisition, the receipt and sufficiency of
which are hereby acknowledged, the Parties hergending to be legally bound, hereby
covenant, promise and agree as follows:

ARTICLE 1: DEFINITIONS

Any capitalized or abbreviated term not elsewhefindd in this Agreement shall
have the definition set forth in this Article 1.

Ancillary Services — shall have the meaning ascriibereto in the PIM Tariff.

Ancillary Service Charge — the price for Ancilla®grvices in dollars per MWh equal to
the amount shown in the Company Specific Addendyppraved by the BPU on

Applicable Legal Authorities — generally, those del and New Jersey statutes and
administrative rules and regulations that govera #hectric utility industry in New
Jersey.

Auction Website — www.bgs-auction.com

Bankruptcy Code — those laws of the United Stafe8roerica related to bankruptcy,

codified and enacted as Title 11 of the United &tafode, entitled “Bankruptcy” and

found at 11 U.S.C. 8 101 et seq., as such laws beagmended, modified, replaced or
superseded from time to time.
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Basic Generation Service or “BGS” — electric getieraservice that is provided at retail
pursuant to the Applicable Legal Authorities untlee Company’s retail electric tariffs
and under any other agreements or arrangementedetine Company and Customers,
to any Customer that is not being served by a Tlady Supplier.

Basic Generation Service — Commercial and Indudimnergy Pricing or “BGS-CIEP” —
electric generation service that is provided punsua the Applicable Legal Authorities
at prices that include an energy charge comporatit taries on an hourly basis in
accordance with changes in the actual real-time RJMi weighted average total
Locational Marginal Price (“LMP”) (including energgongestion and marginal losses)
for the Company’s Transmission Zone under the CoyipdBGS-CIEP Tariffs.

BGS-CIEP Price — the price resulting from the Cony&__ 2012 BGS-CIEP auction,
equal to $ per MW-day, and paid to BGS-CIEPp8Bers based on the daily BGS-
CIEP Capacity obligation, as specified in Articlefhis Agreement.

BGS-CIEP Customer — a Customer who is being seume@r any one of the Company’s
BGS-CIEP Tariffs and is not taking electric generatservice from a Third Party
Supplier.

BGS-CIEP-Eligible Customer — any Customer who hdttCustomer was taking BGS,
would be served under the Company’s BGS-CIEP T&nfhether or not such Customer
receives BGS-CIEP or receives electric generagovice from a Third Party Supplier.

BGS-CIEP Load — the full electricity requirememaluding without limitation, Energy,
Capacity, Ancillary Services and Firm Transmissgarvice) of BGS-CIEP Customers.

BGS-CIEP Peak Load Share — is the portion of latibatable to those Customers on
BGS-CIEP of the PIM-determined EDC zonal peak load.

BGS-CIEP Supplier — an entity that has been salgtt®ugh the BGS-CIEP solicitation

and has accepted the obligations and associatkts itig provide BGS-CIEP Supply to

retail customers within the State of New Jersegdoordance with the Applicable Legal
Authorities and has entered into this Agreemenhwite Company as a Party. Each
BGS-CIEP Supplier under this Agreement must be @B And shall have the obligations
of an LSE under the PJM Agreements. The termpherj also refers generically to

any entity authorized by the BPU to provide BGS @Bypas opposed to a specific
signatory to this Agreement, where the context reakeappropriate to do so. The
distinction can be derived from the context, bualso generally reflected in the use of
lower case type (“supplier”) to reflect the genemisage, and an initial capital

(“Supplier”) to reflect a Party to this Agreement.
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BGS-CIEP Supplier Responsibility Share — for eadBSBCIEP Supplier, the fixed
percentage share of the Company’s BGS-CIEP Load/ich the BGS-CIEP Supplier is
responsible as set forth in Appendix A. The stagertentage share was determined by
multiplying the number of Tranches won by the BGIEE Supplier in the auction times
the BGS-CIEP Tranche size percentage share.

BGS-CIEP Supply — unbundled Energy, Capacity, Aacil Services and Firm
Transmission Service, including all losses andmgestion costs associated with the
provision of such serviceand such other services or products that a BGS-GCligiplier
may be required, by PJM or other governmental Healying jurisdiction, to provide in
order to meet the BGS-CIEP Supplier Responsilfiitare under this Agreement.

BGS-CIEP Tariffs — Rate Schedules of the
Company.

Basic Generation Service — Fixed Pricing or “BGS-FRlectric generation service that
is provided at retail pursuant to the ApplicableghleAuthorities under the Company’s
BGS-FP Tariffs.

BGS-FP Customer — a Customer who is being servedruany one of the Company’s
BGS-FP Tariffs.

BGS-FP Load - the full electricity requirement (uding, without limitation, Energy,
Capacity, Ancillary Services and Firm Transmissgaivice) of BGS-FP Customers.

BGS-FP Supplier — an entity that has been seldbredigh the BGS-FP solicitation and
has accepted the obligations and associated righpsovide BGS-FP Supply to retalil
customers within the State of New Jersey in accwelawith the Applicable Legal
Authorities and has entered into a BGS-FP Supplierster Agreement with the
Company as a Party. Each BGS-FP Supplier mustnbéSE and shall have the
obligations of an LSE under the PJM Agreements.

BGS-FP Supply - unbundled Energy, Capacity, AngilléServices and Firm
Transmission Service, including all losses andtmgestion costs associated with the
provision of such serviceand such other services or products that a BGStiplier
may be required, by PJM or other governmental bualying jurisdiction, to provide in
order to meet the BGS-FP Supplier Responsibilitgr€lof BGS-FP Load.

BGS-FP Tariffs — Rate Schedules of the
Company.
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Basic Generation Service Supply or “BGS Supply”ithex BGS-FP Supply or BGS-
CIEP Supply.

Billing Month — each calendar month during the terinthis Agreement.
BPU or “Board” — the New Jersey Board of Publiclitiéis or its successor.

Business Day — any day on which the Company’s alM'$°corporate offices are open
for business and commercial banks are not autltbozeequired to close in New York,
New York.

Capacity — shall mean “Unforced Capacity” as seahfon the PJM RAA or in successor,
superseding or amended versions of the PJIM RAAmiagttake effect from time to time
over the term of this Agreement, and any success@surement of generating capacity
as may be employed in PIJM (whether set forth inRBB1 RAA or elsewhere) for the
purpose of stating the capacity obligation of afELS

Charge — any fee, charge or other amount thatllebl® by the Company to the BGS-
CIEP Supplier under this Agreement.

CIEP Standby Fee — the price, equal to $0.0001%¥W&4T, and paid to compensate the
BGS-CIEP Supplier for being available to provide 8GIEP Supply to the BGS-CIEP
Supplier Responsibility Share under this Agreement.

Competitive Electricity Supply — unbundled Ener@apacity and Firm Transmission
Service, including all losses and/or congestiono@ased with the provision of the
foregoing services, and such other services orymsdhat are provided by a Third Party
Supplier to fulfill its obligations to serve custemload. The provision of Competitive
Electricity Supply by Third Party Suppliers entaifslfillment of all obligations
associated with service to Customers, includingaibiegations of a Load Serving Entity
under the PJM Tariff, procedures, agreements andiata.

Costs — means, with respect to the Non-Defaultiagyf? brokerage fees, commissions
and other similar transaction costs and expenss®nably incurred by such Party either
in terminating any arrangement pursuant to whicthas hedged its obligations or
entering into new arrangements which replace thgge@ment; and all reasonable
attorneys’ fees and expenses incurred by the Ndatliasng Party in connection with the

termination of this Agreement.

Customer — a Company customer as defined in thep@oy’s retail tariffs, eligible to
receive Competitive Electricity Supply from a Thitérty Supplier or BGS-FP or BGS-
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CIEP from a BGS-FP Supplier or a BGS-CIEP Supptespectively, in accordance with
the Applicable Legal Authorities.

Damages — financial compensation from the Defaglttarty to the Non-Defaulting
Party associated with the occurrence of an Evemeféult or an Early Termination of
this Agreement. This compensation shall be asdepsesuant to Article 5 of this
Agreement.

Early Termination — termination of this Agreemenbpto the end of the term due to the
occurrence of an Event of Default as specifiedect®n 5.1 of this Agreement and the
declaration of Early Termination.

Early Termination Date — the date upon which arlyEBermination becomes effective as
specified in Section 5.2 of this Agreement.

Effective Date — the date first written above.

Electric Distribution Company or “EDC” — the aplde of the four New Jersey Electric
Distribution Companies.

Emergency — (i) an abnormal system condition réggiimanual or automatic action to
maintain system frequency, or to prevent loss oh fioad, equipment damage, or
tripping of system elements that could adversekecafthe reliability of an electric
system or the safety of persons or property; 9ralifuel shortage requiring departure
from normal operating procedures; or (iii) a comditthat requires implementation of
Emergency Operations Procedures as defined indNe@ATT or PJM manuals; or (iv)
any other condition or situation that the CompanydM deems imminently likely to
endanger life or property or to affect or impaie tGompany’s electrical system or the
electrical system(s) of other(s) to which the Conmym electrical system is directly or
indirectly connected (a “Connected Entity”). Suwcleondition or situation may include,
but shall not be limited to, potential overloadioigthe Company’s transmission and/or
distribution circuits, PJM minimum generation (‘igload”) conditions, or unusual
operating conditions on either the Company’s oroar@cted Entity’s electrical system,
or conditions such that the Company is unable tepicEnergy from the BGS-CIEP
Supplier without jeopardizing the Company’s elaettisystem or a Connected Entity’'s
electrical system.

Energy — three-phase, 60-cycle alternating curedattric energy, expressed in units of
kilowatt-hours or megawatt-hours.
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Energy Portfolio Standards — (i) those standardposed by the BPU pursuant to
N.J.S.A. 48:3-87(d) requiring that specified level®lectric power sold for the provision
of Basic Generation Service shall be produced fremmewable energy resources as set
forth in the Renewable Energy Portfolio StandaMigd.A.C. 14:8-2 et seq., as modified
or superseded, or in such other regulations ofBfA&) as may be adopted or amended
from time to time, and (i) any standards imposedlar any federal, state or local
legislation or by any federal, interstate, statelamal court, tribunal or governmental
agency or authority or regulatory body that have dffect of requiring that specified
levels of electric power sold for the provision Bésic Generation Service shall be
produced from, or be otherwise attributable toevesble energy resources or shall be
produced from, or be otherwise attributable topueses emitting only specified amounts
of carbon or other substances, as the same majopeéeal or amended from time to time.

Event of Default — a breach of obligations undes #hgreement as set forth in Section
5.1 of this Agreement.

FERC — the Federal Energy Regulatory Commission.

Final FERC Order — a final order issued by FER@annection with a request for an
increase or decrease in the rates for Firm TrarssomsService, or, if FERC has issued an
order authorizing Company’s recovery of transmisstosts through formula rates, the
acceptance by operation of law or otherwise ofGbenpany’s rate tariff filing seeking an
increase or decrease for Firm Transmission Servitéch is no longer subject (either
actually or potentially) to rehearing or judiciaview in which the amount of the increase
or decrease is in dispute or in question and ighwsubject of proceedings at FERC on
remand from any court in which the amount of thecd increase or decrease in the
Firm Transmission Service ratein dispute or in question.

Final Hourly Energy Allocation or “FHEA” — is a gofty in kWh which, for any hour, is
the PHEA, adjusted for any billing or metering esréound subsequent to the calculation
of PHEA, of which PJM is notified within 60 days.

Final Monthly Energy Allocation or “FMEA” — is a qmtity in kWh which, for any
Billing Month, is the PMEA adjusted for any billingr metering data received
subsequent to the calculation of PMEA of which HdMotified within 60 days.

Firm Transmission Service — shall mean “Networkegmation Transmission Service”
under the PJM OATT in effect as of the Effectivet®af this Agreement, or in
successor, superseding or amended versions ofJIMeJATT that may take effect from
time to time over the term of this Agreement. le #vent the PJIM OATT is modified
such that “Network Integration Transmission SerVic® no longer offered, Firm
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Transmission Service shall mean the type of trassiom service offered under the PIJM
OATT that is accorded the highest level of priorfty scheduling and curtailment
purposes.

Gains — means, with respect to any Party, an ameguil to the present value of the
economic benefit to it, if any (exclusive of Costgsulting from an Early Termination of
this Agreement, determined in a commercially reabtgxmanner.

Guaranty — means a guaranty, hypothecation agrdemengins or security agreement
or any other document (whether in the form attadioeithis BGS-CIEP Supplier Master
Agreement or other form approved by the Company).

Guarantor — any party who has the authority and agrge to guarantee a BGS-CIEP
Supplier’s financial obligations under this Agreemeaecognizing that such a party will

be obligated to meet the Company’'s creditworthinesguirements for BGS-CIEP

Suppliers.

Interest Index — the average Federal Funds Effediate for the period of time the funds
are on deposit. The Federal Funds Effective Ratpuislished daily on the Federal
Reserve website (http://www.federalreserve.govaste/h15/update/).

Kilowatt or “kW” — unit of measurement of usefulywer equivalent to 1000 watts.
Kilowatt-hour or “kWh” — one kilowatt of electricqwer used over a period of one hour.

Load Serving Entity or “LSE” — an entity that haseln granted the authority or has an
obligation pursuant to state or local law, regalator franchise to sell electricity to retail
customers located within the PJM Control Area at term is defined in the PIM RAA
or in successor, superseding or amended versiotited®JM RAA that may take effect
from time to time over the term of this Agreement.

Losses — means, with respect to any Party, an anmemual to the present value of the
economic loss to it, if any (exclusive of Cost®sulting from an Early Termination of
this Agreement, determined in a commercially reabtgxmanner.

Margin — the amount by which the Total Exposure Amoexceeds a BGS-CIEP
Supplier's or Guarantor’s credit limit as defin@dSection 6.2 of this Agreement.

MAAC - the Mid-Atlantic Area Council of NERC or iguccessor.
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Maximum Credit Limit - the lesser of the applicabteof TNW and the applicable credit
limit cap as specified in Section 6.2 of this Agresat.

Megawatt or MW — one thousand kilowatts.

Megawatt-hour or MWh — one megawatt of electric powsed over a period of one
hour.

Merger Event — when a Party consolidates or amadgsnwith, or merges into or with,

or transfers all or substantially all of its asgetsinother entity and either (i) the resulting
entity fails to assume all of the obligations o€lsuParty hereunder or (ii) the benefits of
any credit support provided pursuant to Articlef@has Agreement fail to extend to the

performance by such resulting, surviving or traresfeentity of the Party’s obligations

hereunder, and the resulting entity or its guanafads to meet the creditworthiness
requirements of this Agreement. Transfer of allsabstantially all of the Company’s

generation assets does not qualify as a MergertEven

Meter Reading — the process whereby the Compamgstaltice of the information
presented on a Customer’s meter. A Meter Readiag lme obtained manually, through
telemetry, or by estimation, in accordance with @@mpany’s established procedures
and practices.

Minimum Rating — a minimum senior unsecured dehlingaas defined in Section
6.2(a)(i) of this Agreement.

NERC - the North American Electric Reliability Caiiror its successor.
PJM — the Pennsylvania-New Jersey-Maryland Intereotion L.L.C. or its successor.
PJM Agreements — shall have the meaning ascrib&eaation 2.3 of this Agreement.

PJM Control Area — that certain Control Area encasging systems in Pennsylvania,
New Jersey, Maryland, Delaware, Virginia and thestiist of Columbia, as may be

modified from time to time, and which is recognizeg the North American Electric

Reliability Council as the “PJM Control Area”.

PJM OA - the PJM Operating Agreement or its suaress

PJM OATT - the prevailing PJM Open Access Transimsg ariff on file with the
FERC, which sets forth the rates, terms and candtiof transmission service over

NERA

Economic Consulting



CIEP AuCTION BGS-CIEP SUPPLIER MASTER AGREEMENT ¢ 89

transmission facilities located in the PJM Conthoka, as is in effect on the Effective
Date and as modified from time to time.

PJM Ol — the PJM Office of Interconnection, thetegs operator for the PJM Control
Area.

PJM RAA — the PJM Reliability Assurance Agreemenit®successor.

Preliminary Hourly Energy Allocation or “PHEA” — & quantity in kWh which, for any
hour, is the preliminary calculation of the prodwétthe BGS-CIEP Supplier's BGS-
CIEP Supplier Responsibility Share and the Enempuirements portion of the BGS-
CIEP Load for that hour.

Preliminary Monthly Energy Allocation or “PMEA” -sia quantity in kWh which, for

any Billing Month, is the preliminary calculationf ¢he product of the BGS-CIEP

Supplier's BGS-CIEP Supplier Responsibility Shand ¢he Energy requirements portion
of the BGS-CIEP Load.

PHEA/FHEA Adjustment Amount — for any Billing Montthe monetary amount due to
the BGS-CIEP Supplier or the Company, as the casg lye, in order to reconcile any
difference between the PHEA used for the purposeatfulating estimated payments
made to the BGS-CIEP Supplier for a given hour thiedFHEA used for calculating the
final payments due to the BGS-CIEP Supplier forhshour as more fully described in
Article 9 hereof.

PMEA/FMEA Adjustment Amount — for any Billing Montlthe monetary amount due to
the BGS-CIEP Supplier or the Company, as the case bie, in order to reconcile any
difference between the PMEA used for the purposeatdulating estimated payments
made to the BGS-CIEP Supplier for a given month daedFMEA used for calculating

the final payments due to the BGS-CIEP Suppliestah month as more fully described
in Article 9 hereof.

Service Territory — the geographic areas of theeStd New Jersey in which the
Company serves electric Customers.

Settlement Amount — with respect to a Non-DefagltiParty, the net amount of the
Losses or Gains, and Costs, expressed in U.S.Bolldich such party incurs as a result
of Early Termination, as set forth in Section 5)4¢athis Agreement. For the purposes
of calculating the Termination Payment, the SetdetmrAmount shall be considered an
amount due to the Non-Defaulting Party under thige&ment if the total of the Losses
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and Costs exceeds the Gains and shall be considaregnount due to the Defaulting
Party under this Agreement if the Gains exceeddta of the Losses and Costs.

Statement — a monthly report prepared by the Cognpanthe BGS-CIEP Supplier
indicating the amount due to the BGS-CIEP Supgiliethe Company in compensation
for kWhs supplied to BGS-CIEP Customers by the BGEP Supplier during the
current Billing Month, in accordance with the BGE® Supplier's obligations under
this Agreement.

Supply Day — any calendar day during the term &f Agreement on which the BGS-
CIEP Supplier is providing, or is obligated by tlgreement to provide, BGS-CIEP
Supply to the Company’s BGS-CIEP Customers.

Tangible Net Worth or “TNW” — the total assets legsngible assets and total liabilities.
Intangible assets include benefits such as goodvatents, copyrights and trademarks.

Termination Payment — shall have the meaning asiith Section 5.4 of this Agreement.

Total Exposure Amount — an amount calculated déoly each BGS-CIEP Supplier
reflecting the total credit exposure to the Compamnyg consisting of the sum of (i)
amount designated as the credit exposure underApisement, (i) any amount(s)
designated as the “Mark-to-Market Exposure Amouatsing under any other BGS
Supply agreements providing for “BGS-FP Supply’sonilar BGS service; and (iii) the
amount designated as the “credit exposure” undgratiher BGS Supply agreements
providing for “BGS-CIEP Supply” or similar BGS sé&e; provided that in the event the
amount calculated for any day is a negative numibehall be deemed to be zero for
such day.

Third Party Supplier or “TPS” — a person or enthgt is duly licensed by the Board to
offer and to assume the contractual and legal respidity to provide electric generation

service to retail customers located in the statdNeWv Jersey pursuant to retail open
access programs approved by the Board.

Tranche — a fixed percentage share of the BGS-ClB&d of the Company as
determined for the purposes of the auction of tosm@any’s BGS-CIEP Load. The fixed
percentage is the Tranche size for the Company.

Transmission Charge — A rate of $ per MW-dasel on the applicable OATT for
Firm Transmission Service, and in effect on 2012 subject to adjustment under
Section 15.9 of this Agreement.
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Wholesale Customer — an entity (e.g., a municiypadit borough) authorized to take
electric service for resale to retail customerseura wholesale contract filed with the
FERC.

ARTICLE 2: GENERAL TERMS AND CONDITIONS

2.1 Capacity In Which Company Is Entering Into This Agreement

Each BGS-CIEP Supplier agrees and acknowledges ttieat Company is
contracting for the provision of BGS-CIEP SupplgrT such Supplier as the agent for
Customers receiving Basic Generation Service — Ceroial and Industrial Energy
Pricing on the Company’s distribution system purngéua the authorizations provided to
the Company under the Order. The BGS-CIEppl&r further agrees and
acknowledges that the Company will administer arahitor the BGS-CIEP Supplier’s
performance in providing BGS-CIEP Supply under thiggeement and that the Company
shall be entitled, on behalf of Customers, to esdodBGS-CIEP Suppliers’ obligations
related to the provision of BGS-CIEP Supply. Th&BCIEP Supplier hereby
permanently and irrevocably waives any claim tham@any is not entitled to seek
enforcement of this Agreement on behalf of Custemétowever, no Customer or group
of Customers may seek enforcement of this Agreerdeattly against the BGS-CIEP
Supplier on their own behalf, including independient by joining in any legal action by
the Company. This Agreement does not create, rassigrant to any Customer or group
of Customers any rights in or claims to damagesearedies against the BGS-CIEP
Supplier independent of or different from the rigleixpressly granted to the Company
hereunder as agent for Customers.

The Company is also contracting on its own behalf aot as agent for
Customers insofar as this Agreement requires thmpaay: (i) to pay the BGS-CIEP
Suppliers as required under this Agreement; andtdiiprovide data or to otherwise
cooperate with a BGS-CIEP Supplier in connectiothvduch BGS-CIEP Supplier’s
provision of BGS-CIEP Supply. The Parties ackremgle that the Agreement is a
forward contract and, accordingly, the Parties foesge entitled to the protections of
section 556 of the Bankruptcy Code. The Partiesefiore agree that the Agreement may
be terminated by either Party upon the commenceofemproceeding by the other Party
under any chapter of the Bankruptcy Code in accueawith Section 5.2 of this
Agreement.
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2.2 Parties’ Obligations

(@) Obligations of BGS-CIEP Supplier

Each BGS-CIEP Supplier hereby agrees severallyndijointly, as follows:

0] to provide sufficient quantities of BGS-CIEP gy on an instantaneous
basis at all times to meet the BGS-CIEP SuppliespBesibility Share; without
limitation, the BGS-CIEP Supplier shall be oblighte procure those services provided
by the PJM Ol and to perform such functions as b&ayequired by the PIJM Ol that are
necessary for the delivery of BGS-CIEP Supply resgihereunder;

(i) to cooperate with the Company in any regulgtoompliance efforts that
may be required to maintain the ongoing legitimaog enforceability of the terms of
this Agreement and to fulfill any regulatory repogt requirement associated with the
provision of BGS-CIEP Supply, before the BPU, FEBCany other regulatory body
asserting jurisdiction, including meeting the rdpa requirements of any Energy
Portfolio Standards and the BPU’s Environmentabimfation Disclosure Standards,
N.J.A.C. 14:8-3 et seq.;

(i)  to become the Load Serving Entity with respexthe provision of BGS-
CIEP Supply for the BGS-CIEP Supplier Responsipihare and to comply with all
requirements of a Load Serving Entity with respéat such BGS-CIEP Supplier
Responsibility Share;

(iv) to pay to the Company the PMEA/FMEA Adjustmefimount for any
Billing Month in which the PMEA exceeds the FMEA)cato pay to the Company the
PHEA/FHEA Adjustment Amount for any Billing Monttiwhich a PHEA/FHEA
Adjustment Amount is due to the Company as morly fiéscribed in Article 9 of this
Agreement;

(v) to pay to the Company every Billing Month anamt equal to the CIEP
Standby Fee times the difference between all BGSP€HIigible Customers’ preliminary
monthly Energy usage and all BGS-CIEP-Eligible ©ostrs’ final Energy usage as
measured at the BGS-CIEP-Eligible Customers’ meterdtiplied by the BGS-CIEP
Supplier Responsibility Share, if the preliminarpmthly Energy usage exceeds final
Energy usage for that Billing Month, as more fullgscribed in Article 9 of this
Agreement;

(vi) to pay to the Company a Charge of $ pandhe, which amount
was announced prior to the auction for each Trancbeprising the BGS-CIEP
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Supplier's BGS-CIEP Supplier Responsibility Shamegrder to reimburse the Company
for the total costs of the BGS-CIEP auction andtesl costs associated with providing
BGS-CIEP administration;

(vii) to satisfy the Energy Portfolio Standards lwitespect to its BGS-CIEP
Supplier Responsibility Share; and

(viii) to comply in a timely manner with all obkgions under this Agreement
imposed upon a BGS-CIEP Supplier.

(b) Obligations of the Company

The Company hereby agrees as follows:

(1) to pay to each BGS-CIEP Supplier every Billiigpnth for the charges as
more fully described in Article 9 of this Agreemetd subject to the exceptions set forth
therein;

(i) to pay to each BGS-CIEP Supplier the PMEA/FMBAjustment Amount
for any Billing Month in which the FMEA exceeds tRMEA, and the PHEA/FHEA
Adjustment Amount for any Billing Month in whichRHEA/FHEA Adjustment Amount
is due to the BGS-CIEP Supplier as more fully désct in Article 9 of this Agreement
and subject to the exceptions set forth therein;

(i)  to pay to each of the BGS-CIEP Suppliersrgvgilling Month an amount
equal to the CIEP Standby Fee times the differdmetveen all BGS-CIEP-Eligible
Customers’ preliminary monthly Energy usage andB&3S-CIEP-Eligible Customers’
final Energy usage as measured at the BGS-CIERbHEiGustomers’ meters, multiplied
by the BGS-CIEP Supplier Responsibility Shareh# tinal estimated monthly Energy
usage exceeds preliminary Energy usage for thih@iMonth, as more fully described
in Article 9 of this Agreement and subject to tixeeptions set forth therein;

(iv) to provide to each BGS-CIEP Supplier its estied aggregate load
obligation for each Supply Day twenty (20) daysoptio the Supply Day, and its final
estimated load obligation for each Supply Day {®edays prior to the Supply Day;

(v) to pay each BGS-CIEP Supplier, as approvedhieyBPU, a percentage
share equal to the BGS-CIEP Supplier Responsilslitsgre of such BGS-CIEP Supplier,
of all amounts received from a TPS as damages/tmnar forfeited security due to the
failure of such TPS to provide adequate notice anfarmance with applicable BPU
requirements that a Customer previously servedhbyTPS is switching to BGS-CIEP
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service or forfeited as a result of an event oadkfby a TPS under the Company’s Third
Party Supplier Agreement; provided that the amopaid to BGS-CIEP Suppliers shall
be net of any amounts retained by the Companyfseiofosts or losses of the Company
associated with the failure of the TPS to providecuate notice or the occurrence of an
event of default under the Company’s Third Partyp@ier Agreement; and further
provided, that the Company shall have no obligationseek the recovery of any
damages, penalties or forfeited security due fromP& through collection efforts,
judicial procedures or otherwise; and

(vi) to comply in a timely manner with all obligatis under this Agreement
imposed upon the Company.

(c) Obligation of the BGS-CIEP Customers

The Company hereby agrees on behalf of the BGS-Cililgtomers to accept the
delivery of BGS-CIEP Supply necessary to meet t6&&ECIEP Load.

2.3 PJM Services

Each BGS-CIEP Supplier shall make all necessagngements for the delivery
of BGS-CIEP Supply through the PIJM OI. The Compaiilyadvise the PJM Ol of the
magnitude and location of each BGS-CIEP Suppliextdual BGS-CIEP Supplier
Responsibility Share, as required by the PIM Ol,tf@ purpose of calculating such
BGS-CIEP Supplier's appropriate Firm Transmissioarvige obligation, Capacity
obligation, Energy obligation, or other requirengenglated to the provision of service
under this Agreement by BGS-CIEP Suppliers arisinder the PJM OATT, PJM RAA,
PJM OA and any other applicable PJM agreementdcilely, the “PJM Agreements”).
Each BGS-CIEP Supplier shall remain responsibleJigl for the performance of its LSE
obligations associated with the provision of BGE&EISupply under this Agreement
until the effective date of the transfer of sucleL&bligations.

2.4 Communications and Data Exchange

Each BGS-CIEP Supplier and the Company shall sufiplgach other all data,
materials or other information that is specifiedhrs Agreement, or that may otherwise
reasonably be required by BGS-CIEP Suppliers otheyCompany in connection with
the provision of BGS-CIEP Supply by the BGS-CIERD@Sier to BGS-CIEP Customers,
if required, in a thorough and timely manner.

Electronic information exchange between each BGSPCKSupplier and the
Company under this Agreement shall employ a BGSPCl&upplier identification
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number, assigned by the Company, which shall besistamt with the BGS-CIEP

Supplier's Dunn & Bradstreet Business number. EBGS-CIEP Supplier must be
equipped with the communications capabilities nemgs to comply with the

communications and data exchange standards thaeait®y and as may, from time to
time, be modified by PJM, and must bear the cobkfutiing in place and successfully
testing all required information technology systethat will enable it to send to and
receive data from the Company and PJM and to gatisf obligations under this

Agreement, the PIM Agreements and all other retesgieements.

2.5 Record Retention

The Company shall retain, for a period of two (2ass following the expiration
of the term of this Agreement, necessary recordasssim permit BGS-CIEP Suppliers to
confirm the validity of payments due to BGS-CIERBliers hereunder; provided that if
a BGS-CIEP Supplier has provided notice within {2 years of the expiration of the
term of this Agreement that it disputes the vajidit any payments, the Company agrees
that it shall retain all records related to suapdie until the dispute is finally resolved.

2.6 Verification

In the event of a good faith dispute regarding exvpice issued or payment due
under this Agreement, and provided that a mutwadlyeptable confidentiality agreement
is executed by the Parties, each Party will haeerigfht to verify, at its sole expense, the
accuracy of the invoice or the calculation of theympent due by obtaining copies of
relevant portions of the books and records of #heroParty. The right of verification
will survive the termination of this Agreement far period of two (2) years after
termination.

ARTICLE 3: REPRESENTATIONS AND WARRANTIES

3.1 Supplier's Representations and Warranties

Each BGS-CIEP Supplier hereby represents, warrants covenants to the
Company as follows:

a) such BGS-CIEP Supplier is a corporation, pastmer limited liability
company or other legal entity, as set forth in Appe A hereto, duly organized, validly
existing and in good standing under the laws of Skete of New Jersey or, if another
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jurisdiction, under the laws of such jurisdictionda in such case, is duly registered and
authorized to do business and is in good standiniya State of New Jersey;

b) such BGS-CIEP Supplier has all requisite powwt authority to execute
and deliver this Agreement and to carry on thermss to be conducted by it under this
Agreement and to enter into and perform its obiigest hereunder, including satisfaction
of all applicable FERC requirements;

C) the execution and delivery of this Agreement dreperformance of such
BGS-CIEP Supplier’s obligations hereunder have lshdy authorized by all necessary
action on the part of the BGS-CIEP Supplier andhdband will not conflict with, or
constitute a breach of or default under, any oftédmmns, conditions, or provisions of the
BGS-CIEP Supplier's certificate of incorporation dwylaws or other constituent
instruments or any indenture, mortgage, other ewmédeof indebtedness, or other
agreement or instrument or any statute or ruleylaedign, order, judgment, or decree of
any judicial or administrative body to which the 8&IEP Supplier is a party or by
which the BGS-CIEP Supplier or any of its properibound or subject;

d) all necessary and appropriate action that isiiredq on the BGS-CIEP
Supplier’s part to execute this Agreement has loeempleted,;

e) this Agreement is the legal, valid and bindirdigation of such BGS-
CIEP Supplier, enforceable in accordance witheitms;

f) there are no actions at law, suits in equitygeedings or claims pending
or, to such BGS-CIEP Supplier's knowledge, threatieagainst the BGS-CIEP Supplier
before any federal, state, foreign or local cotmfunal or governmental agency or
authority that might materially delay, prevent oinder the BGS-CIEP Supplier’s
performance of its obligations hereunder;

0) it has entered into this Agreement with a fultlarstanding of the material
terms and risks of the same, and it is capablssiraing those risks;

h) the BGS-CIEP Supplier is in good standing asL&kE in PJM, is a
signatory to all applicable PJM Agreements, and isompliance with, and will continue
to comply with, all obligations, rules and regubais, as established and interpreted by
the PJM Ol, that are applicable to LSEs as definethe PJM Agreements; provided that
the BGS-CIEP Supplier shall not be obligated toobee an LSE in PJM until the date it
begins providing BGS-CIEP Supply to Customers;
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i) it has made its trading and investment decisigmsuding regarding the
suitability thereof) based upon its own judgmend any advice from such advisors as it
has deemed necessary and not in reliance uponi@mexpressed by the Company; and

)] the BGS-CIEP Supplier will comply with any aatl information and data
transfer protocols that may be adopted by the Compathat are set by, and from time
to time modified by, the Board; provided that e&BS-CIEP Supplier shall be entitled
to exercise its reserved right to challenge any guotocols in the appropriate forum.

3.2 Company’s Representations and Warranties

The Company hereby represents, warrants and cotgenanthe BGS-CIEP
Suppliers as follows:

a) the Company is an electric utility corporationlyd organized, validly
existing and in good standing under the laws ofStege of New Jersey;

b) the Company has all requisite power and authtwitarry on the business
to be conducted by it under this Agreement anditerento and perform its obligations
hereunder;

C) the execution and delivery of this Agreement #rel performance of the
Company’s obligations hereunder have been dulycsizébd by all necessary action on
the part of the Company and do not and will notflectnwith, constitute a breach of or
default under, any of the terms, conditions, owvmions of the Company’s certificate of
incorporation or bylaws or any indenture, mortgag@er evidence of indebtedness, or
other agreement or instrument or any statute a, ridgulation, order, judgment, or
decree of any judicial or administrative body toieththe Company is a party or by
which the Company or any of its properties is boandubject;

d) all necessary and appropriate action that isired on the Company’s part
to execute this Agreement has been completed;

e) this Agreement is the legal, valid and bindafdjgation of the Company,
enforceable in accordance with its terms;

f) the ability of the Company to pay any and alleamts due and payable
under this Agreement, or upon any potential breheheof, is not conditioned upon any
governmental or administrative appropriation by Bward, the State of New Jersey or
any other governmental authority;
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0) it has entered into this Agreement with a fuitlarstanding of the material
terms and risks of the same, and it is capablssiraing those risks;

h) there are no actions at law, suits in equitpcpedings or claims pending
or, to the Company’s knowledge, threatened agdhmestCompany before any federal,
state, foreign or local court, tribunal or govermta agency or authority that might
materially delay, prevent or hinder the Companysf@grmance of its obligations under
this Agreement;

)] with respect to those rights and entitlementsfeoed on Customers under
this Agreement as set forth in Section 2.1 of fkgseement, the Board has conferred on
the Company all requisite power and authority tecexe this Agreement on behalf of
such Customers;

) that the Company’s performance under this Agreeims not contingent
upon the performance of Customers or the abilit¢w$tomers to pay rates;

k) that the Company shall have full responsibifitly metering, billing and
delivery with respect to Customers and BGS-CIEPp8ers shall have no responsibility
with respect thereto; and

)] that the Company shall be responsible for distion services and that the
BGS-CIEP Supplier shall not be responsible forritigtion charges.

3.3 Survival of Obligations

All representations and warranties contained is #hiticle are of a continuing
nature and shall be maintained during the termhisf Agreement. If a Party learns that
any of the representations, warranties or covenaritsis Agreement are no longer true
during the term of this Agreement, the Party simathediately notify the other Party via
facsimile, with a hard copy of the notice delivelsdovernight mail.

ARTICLE 4: COMMENCEMENT AND TERMINATION OF AGREEMEN T

4.1 Commencement and Termination

The term of this Agreement shall commence uporddte first written above (the
“Effective Date”); provided that the provision ofGE5-CIEP Supply by BGS-CIEP
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Suppliers to BGS-CIEP Customers on the Companysgegy shall commence at 00:01
a.m. on June 1, 2012 and shall end at midnight ey 81, 2013, unless this Agreement
is terminated earlier in accordance with the priovis hereof.

4.2 Termination of Right to Supply BGS-CIEP

Each BGS-CIEP Supplier agrees that terminatiornisf Agreement for reason of
an Event of Default shall terminate any right otlsWBGS-CIEP Supplier to provide
BGS-CIEP Supply to the BGS-CIEP Customers and fgudiny of the entitlements to
which such BGS-CIEP Supplier became entitled a&saltrof being selected as a winning
bidder in the competitive solicitation for BGS-CIERpply.

4.3 Survival of Obligations

Termination of this Agreement for any reason shal relieve the Company or
any BGS-CIEP Supplier of any obligation accrue@aeruing prior to such termination.
Applicable provisions of this Agreement shall cant in effect after termination to the
extent necessary to provide for final billings aadjustments including, without
limitation, any obligation to pay amounts trackedl aetained by the Company during
the term of this Agreement for the benefit of tt @B CIEP Suppliers under Section 15.9
of this Agreement.

4.4 Mutual Termination

The Company and the BGS-CIEP Supplier may agraeyatime during the term
of this Agreement to terminate their respectivéntsgand obligations hereunder on such
terms and under such conditions that they mutw@bm to be appropriate as set forth in
a mutual termination agreement acceptable in fanch substance to the Company and
the BGS-CIEP Supplier (“Mutual Termination Agreerignprovided that Company
agrees that it shall enter into such a Mutual Teaton Agreement, which will discharge
the terminating BGS-CIEP Supplier (the “TerminatiBfsS-CIEP Supplier”) with
respect to liabilities arising after the effectdate of the Mutual Termination Agreement
if the following conditions precedent are met: the Terminating BGS-CIEP Supplier
identifies a replacement supplier willing to assuatleobligations of the Terminating
BGS-CIEP Supplier hereunder for the remaining teain this Agreement (the
“‘Replacement BGS Supplier”); (ii) the ReplacemerIB Supplier demonstrates its
compliance with Article 6 of this Agreement, “Cradorthiness”, as of the effective date
of the Mutual Termination Agreement; (iii) the Repément BGS Supplier executes a
counterpart signature page to this Agreement arcelly becomes a Party under this
Agreement, effective immediately following the effiee date of the Mutual Termination
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Agreement; and (iv) the Terminating BGS Supplienas, to the belief or knowledge of
the Company, subject to an Event of Default ashef ¢ffective date of the Mutual
Termination Agreement or, if the Company believes the Terminating BGS Supplier
may be subject to an Event of Default, either i@ Company has determined that, as of
the effective date of the Mutual Termination Agrest it has not incurred any Damages
as a result of the Event of Default or (b) if then@pany has determined, as of the
effective date of the Mutual Termination Agreemehat it may have incurred Damages
as a result of the Event of Default, that the Regrleent BGS Supplier has agreed in
writing to be responsible for the payment of su@miages or to otherwise cure the Event
of Default, in either case to the satisfactionhef Company.

ARTICLE 5: BREACH AND DEFAULT

51 Events of Default

An Event of Default under this Agreement shall adg€a Party (the “Defaulting
Party”):

0] is the subject of a voluntary bankruptcy, ilvemcy or similar proceeding;
(i) makes an assignment for the benefit of itsltoes;

(i)  applies for, seeks consent to, or acquiesseshe appointment of a
receiver, custodian, trustee, liquidator or simidficial to manage all or a substantial
portion of its assets;

(iv) is dissolved (other than pursuant to a comsdion, amalgamation or
merger) or is the subject of a Merger Event;

(v) has a secured party take possession of alllmstantially all of its assets or
has a distress, execution, attachment, sequesti@tiother legal process levied, enforced
or sued on or against all or substantially alltefassets;

(vi) has a resolution passed for its winding-upficail management or
liquidation (other than pursuant to a consolidgtemalgamation or merger);

(vii) in the case of a BGS-CIEP Supplier, PIJM terates the BGS-CIEP
Supplier's ability to make purchases from PJM mtrkar PJM holds the Company
responsible for the provision of Energy, Capacilym Transmission Service or
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Ancillary Services to meet the BGS-CIEP Suppli@G&S-CIEP Supplier Responsibility
Share under this Agreement;

(viii) fails to comply with the creditworthiness requirertee as set forth in
Article 6 of this Agreement, within the time framsst forth in this Agreement;

(ix) fails to pay the other Party when paymentus;d

x) in the case of the Company, fails to implemany measures that it is
directed to implement by the Board pursuant to diezlitworthiness review procedure
adopted by the Board in its Order dated Decemb20@? (Docket No. EX01110754);

(xi)  violates any federal, state or local code utagon or statute applicable to
the supply of Energy in a manner that materiallyd adversely, affects the Party’s
performance under this Agreement, including by wafailure to continually satisfy all
applicable FERC requirements, or, in the caseB&&-CIEP Supplier, by way of failure
to maintain any other governmental approvals reguifor participation in the New
Jersey retail Energy market as a BGS-CIEP Supm&fgult on any obligation or other
failure to comply with PIJM requirements under tlidMPAgreements or fails to comply
with the Energy Portfolio Standards with respectthe BGS Supplier's BGS-CIEP
Supplier Responsibility Share;

(xii) is the subject of an involuntary bankruptaysimilar proceeding;

(xiii) subject to Section 5.3 (b) of this Agreemeint the case of the Company
acting on behalf of the BGS-CIEP Customers, failadcept BGS-CIEP Supply properly
tendered by the BGS-CIEP Supplier under this Agexgm

(xiv) fails to satisfy any other material obligation undkis Agreement not
listed above;

(xv) makes a materially incorrect or misleading repregem or warranty
under this Agreement; or

(xvi) commits an act or makes an omission that constitate “Event of
Default” under any other agreement(s) for the miowvi of BGS Supply between the
Company and the BGS-CIEP Supplier;

and fails to remedy such condition, event or delergy herein above described such that
the other Party (the “Non-Defaulting Party”) is qoletely made whole with respect to
such condition, event or delinquency, within th(@eBusiness Days of receipt of written
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notice thereof from such Non-Defaulting Party; pded, however, that an Event of
Default shall be deemed to have occurred immegiateithout any need for the
provision of notice thereof by the Non-Defaultingr® and without any right of cure on
the part of the Defaulting Party, in the eventlod bccurrence of a condition, event or

delinquency described in subsections “i”, “ii”,i"ji“iv”, “v”, “vi”, “vii” or “viii” above.

5.2 Rights Upon Default

Upon and during the continuation of an Event ofddéf the Non-Defaulting
Party shall be entitled to:

) pursue any and all available legal and equéabmedies;

(i) declare an Early Termination Date of this Agmeent with respect to the
obligations of the Defaulting Party without anybiility or responsibility whatsoever
except for obligations arising prior to the datdermination, by providing written notice
to the Defaulting Party; provided, however, thatsthgreement shall immediately
terminate automatically and without notice in tlase of any Event of Default in which a
Supplier is the Defaulting Party occurring undebsctions (i), (i), (iii), (iv), (v), (vi),
(vii) or (viii) of Section 5.1 of this Agreement @rsuch date of automatic termination
shall be deemed the Early Termination Date of #ggeement with respect to such
Supplier; and

(i)  receive Damages in accordance with Sectid@d.this Agreement.

The Non-Defaulting Party shall be entitled to electpursue one or more of the above
remedies.

5.3 Damages Resulting From an Event Of Default

() BGS-CIEP Supplier's Failure to Supply BGS-CIEP Supily or Declaration
of Early Termination By Company:

Damages resulting from (i) a BGS-CIEP Supplieriufa to (A) provide BGS-
CIEP Supply in conformance with Section 2.2 heo{B) pay PJM for purchases of
any products or services from PJM, or other failioreeomply with PIJM requirements,
such that PJM holds the Company responsible forptogision of Energy, Capacity,
Firm Transmission Service or Ancillary Servicesneet such BGS-CIEP Supplier’s
BGS-CIEP Supplier Responsibility Share under thgge®@ment or (ii) the occurrence of
any Event of Default attributable to a BGS-CIEP [8igy resulting in Early Termination,
shall include all Costs incurred by the Companyingcin a commercially reasonable
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manner consistent with any statutory or regulatoeguirement imposed by the
Applicable Legal Authorities, in obtaining replacemt services or in obtaining a
replacement supplier, which Costs exceed the ammdbat would have been payable to
the defaulting BGS-CIEP Supplier under this Agreetne Costs incurred by the
Company for the purpose of calculating Damagesumerer will consist of:

0] the cost of Energy (including all charges fosdes and congestion), Firm
Transmission Service, Capacity, Ancillary Servieaasother elements of BGS-CIEP
Supply allocated to the Company by the PIJM Ol dug¢he failure of a BGS-CIEP
Supplier to meet obligations owing to the PJM Olcwnnection with its obligations
under this Agreement;

(i) the cost of Energy (including all charges for I@esaad congestion), Firm
Transmission Service, Capacity, Ancillary Serviagsother elements of BGS-CIEP
Supply purchased by the Company to replace BGS-C3Epply that a BGS-CIEP
Supplier was obligated to supply under this Agrestnaeiring the term hereof;

(i)  administrative and legal costs associatedhwgrocuring replacement
BGS-CIEP Supply; and

(iv)  financial hedging costs incurred by the Compan behalf of BGS-CIEP
Customers as a result of having to procure BGS-GEPply not provided by a BGS-
CIEP Supplier.

Without limitation of the foregoing, Damages calted hereunder shall
constitute the ultimate liability of a BGS-CIEP ®lipr in the event of an Early
Termination caused by an Event of Default attribleato such BGS-CIEP Supplier
regardless of the reason or basis for such Eartynifation. The Parties recognize,
however, that the final calculation of Damages teder may not be known for some
time since the level of such Damages may be depengen the arrangements made by
the Company to obtain replacement services or Eaement supplier. The Company
and each BGS-CIEP Supplier agree that, until tHeutztion of Damages under this
provision is completed, the amount and paymenthe® €Company of the Settlement
Amount on behalf of BGS-CIEP Customers in the ewdrdn Early Termination as set
forth in Section 5.4 of this Agreement shall be ietliately due and owing as an estimate
of all Damages ultimately determined to be due awthg. After Damages have been
finally determined under this Section 5.3, the antswf Damages due and owing will be
reconciled with payments already made by the BGSPCSupplier under Section 5.4 of
this Agreement.

NERA

Economic Consulting



104 ¢ BGS-CIEP SUPPLIER MASTER AGREEMENT CIEP AucTION

(b) Failure By Company on Behalf of Customers To Awept BGS-CIEP Supply
Tendered By BGS-CIEP Supplier:

Damages resulting from the failure of the Companybehalf of Customers to
accept BGS-CIEP Supply tendered by the BGS-CIEPpi&rpnecessary to meet the
BGS-CIEP Supplier Responsibility Share of BGS-CLERd under this Agreement shall
consist of the positive difference (if any) betwette amounts that would have been
payable to the BGS-CIEP Supplier hereunder hacCtimapany accepted the BGS-CIEP
Supply tendered by the BGS-CIEP Supplier necessamgeet the BGS-CIEP Supplier
Responsibility Share of BGS-CIEP Load under thisre&gnent minus the amount
realized by the BGS-CIEP Supplier in disposingainommercially reasonable manner,
of the BGS-CIEP Supply not accepted by the Compangyided, however, that the
Company shall not be required to accept on behlalarny Customer, quantities of
unbundled Energy, Ancillary Services or other congrd of BGS-CIEP Supply utilized
by Customers on an instantaneous basis as a foraftielectrical load, in excess of such
Customer’s instantaneous consumption of such coegaxf BGS-CIEP Supply.

(© Damages Resulting From Early Termination Due ToAn Event of Default
Attributable To the Company:

Damages resulting from Early Termination due tdegant of Default attributable
to the Company shall be as set forth in Section &.4his Agreement. Damages
calculated in accordance with said Section 5.4l fleathe exclusive remedy available to
the BGS-CIEP Supplier in the event of Early Terrtiora resulting from an Event of
Default attributable to the Company.

(d) Other Damages:

Damages for Events of Default not specified abadvallsconsist of the direct
Damages incurred by the Non-Defaulting Party.

5.4 Declaration of an Early Termination Date and Ca Iculation of Settlement
Amount and Termination Payment

(@) Settlement Amount:

If an Event of Default with respect to a DefaultiRgrty shall have occurred and
be continuing, the Non-Defaulting Party (in the eadf an Event of Default by the
Company, each BGS-CIEP Supplier shall be considarédon-Defaulting Party”) shall
have the right (i) to designate a day, no earhantthe day such notice is effective and no
later than twenty (20) days after such notice featiive, as a date for Early Termination
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(“Early Termination Date”) to accelerate all amaiotving between the Parties and to
liquidate and terminate the undertakings set fortthis Agreement, (ii) to withhold any
payments due to the Defaulting Party under thiseAgrent, and (iii) to suspend
performance; provided however, that an Early Teatiim Date shall be deemed to occur
automatically and concurrently with the Event off&st, without any requirement for
the provision of notice by the Non-Defaulting Partyith respect to an Event of Default
under subsections “i”, “ii”, “iii”, “iv", “v”, “vi” , “vii” and "viii” of Section 5.1 of this
Agreement. The Non-Defaulting Party shall calailah a commercially reasonable
manner, a Settlement Amount with respect to thegatibns under this Agreement. For
the purposes of such determination, the quantitpumts of Energy (including all
charges for losses and congestion), Capacity amelr services provided for under this
Agreement for the period following the Early Termtiion Date through the remainder of
the term of this Agreement shall be deemed to bsetlquantity amounts that would have
been delivered on an hourly basis, had this Agre¢mneen in effect during the previous
calendar year adjusted for such BGS-CIEP Load asaag may have occurred since the
previous calendar year.

(b) Net Out of Settlement Amounts:

The Non-Defaulting Party shall calculate a Termoratrayment by aggregating
all Settlement Amounts due under this Agreemerdror other agreements between the
Company and the BGS-CIEP Supplier for the provissbrBGS Supply into a single
amount: by netting out (a) all Settlement Amouhtst are due or will become due to the
Defaulting Party, plus at the option of the Non-&éfing Party, any cash or other form
of security then available to the Non-Defaultingti?and actually received, liquidated
and retained by the Non-Defaulting Party, plus amyall other amounts due to the
Defaulting Party under this Agreement or any othgneement(s) between the Company
and the BGS-CIEP Supplier for the provision of B&$ply against (b) all Settlement
Amounts that are due or will become due to the Befaulting Party, plus any or all
other amounts due to the Non-Defaulting Party uniiés Agreement or any other
agreement(s) between the Company and the BGS-Cuppli&r for the provision of
BGS Supply so that all such amounts shall be neftedo a single liquidated amount;
provided however, that if the BGS-CIEP Supplierti® Defaulting Party and the
Termination Payment is due to the BGS-CIEP Suppier Company shall be entitled to
retain a commercially reasonable portion of themiieation Payment, which may be
equal to the entire amount of the Termination Paytees security for additional amounts
that may be determined to be due and owing by tBE8-BIEP Supplier as Damages and
further provided that any previously attached siécumterest of the Company in such
retained amounts shall continue. The Terminatiapnfient shall be due to or due from
the Non-Defaulting Party as appropriate. If thenfieation Payment has been retained
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by the Company as security for additional amoum&s tmay be determined to be due and
owing by the BGS-CIEP Supplier, and if, upon makanignal determination of Damages,
the Termination Payment, or any portion thereoftasbe made to the BGS-CIEP
Supplier, the Company will pay simple interest e fTermination Payment amount
being made to the BGS-CIEP Supplier. Simple irstengll be calculated at the lower of
the Interest Index or six (6) percent per annum.

(© Notice of Termination Payment:

As soon as practicable after calculation of a Teation Payment, notice shall be
given by the Non-Defaulting Party to the Defaultiarty of the amount of the
Termination Payment and whether the Terminationni®ay is due to or due from the
Non-Defaulting Party. The notice shall include aitiwn statement explaining in
reasonable detail the calculation of such amousiibject to Section 5.4(b) above, the
Termination Payment shall be made by the Party diags it within three (3) Business
Days after such notice is effective.

(d) Disputes With Respect to Termination Payment

If the Defaulting Party disputes the Non-DefaultiRgrty’s calculation of the
Termination Payment, in whole or in part, the Défag Party shall, within three (3)
Business Days of receipt of Non-Defaulting Partgalculation of the Termination
Payment, provide to the Non-Defaulting Party a itedanritten explanation of the basis
for such dispute; provided, however, that if themi@ation Payment is due from the
Defaulting Party, the Defaulting Party shall firstovide commercially reasonable
financial assurances to the Non-Defaulting Partgnnamount equal to the Termination
Payment.

(e) Multiple BGS Supply Agreements:

It is the intention of the Company and the BGS-CHEkpplier that, in the event
the BGS-CIEP Supplier is a party to other agreememth the Company for the
provision of BGS Supply that existed prior to tHéeEtive Date of this Agreement or are
entered into after the Effective Date of this Agneat, the Company will calculate a
single Termination Payment applicable to all sugteaments as set forth herein. Each
BGS-CIEP Supplier that is a party to such otheeagrents with the Company for the
provision of BGS Supply hereby agrees that suckratlgreements are deemed amended
by this Agreement for the purpose of calculatingiagle Termination Payment as
described herein.
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5.5 Step-up Provision

If any one or more BGS-CIEP Suppliers defaults téh abligations hereunder
resulting in the exercise of the right of Early mamation by the Company with respect to
such BGS-CIEP Supplier(s), then the Company, cterdiswith its Contingency Plan
approved by the Board in its Order dated , may, at the Company’s
option, offer some or all Non-Defaulting Suppligr{ee optional right to assume under
this Agreement additional Tranches of BGS-CIEP L.aatbject to compliance with the
creditworthiness provisions of Article 6 of this ’sgment. The provision of any such
offer by the Company to Non-Defaulting Supplieralsindicate the duration of the offer
and the manner of acceptance thereof. Following dassumption by BGS-CIEP
Supplier(s) of additional Tranches hereunder, tlen@any shall prepare a modified
Appendix A which shall set forth the revised BGEEISupplier Responsibility Shares
of the BGS-CIEP Load of the participating Non-Défimg BGS-CIEP Supplier(s)
following such assumption. This modified Appendixshall be initialed (as a single
document or in counterparts) by the Company andadigcted BGS-CIEP Supplier(s)
and shall thereafter be deemed a part of this Agee¢, as to such affected BGS-CIEP
Supplier(s), from the effective date of such madifiAppendix A. A BGS-CIEP
Supplier will not suffer any prejudice if it decis an offer to assume additional Tranches
upon the default by another BGS-CIEP Supplier.

5.6 Setoff of Payment Obligations of the Non-Defaul  ting Party

Any payment obligations of the Non-Defaulting Pattythe Defaulting Party
pursuant to this Agreement or any other agreemebtsveen the Company and the
BGS-CIEP Supplier for the provision of BGS Supptalé be set off: (i) first, to satisfy
any payment obligations of the Defaulting Partyite Non-Defaulting Party pursuant to
this Agreement or any other agreement(s) betweenQbmpany and the BGS-CIEP
Supplier for the provision of BGS Supply that amsecured and not subject to any
Guaranty; (ii) second, to satisfy any payment dailans of the Defaulting Party to the
Non-Defaulting Party pursuant to this Agreemenay other agreement(s) between the
Company and the BGS-CIEP Supplier for the provis@dnBGS Supply that are
unsecured, but which are subject to a Guaranty;(@hdhird, to satisfy any remaining
payment obligations of the Defaulting Party to N@n-Defaulting Party pursuant to this
Agreement or any other agreement(s) between thep@oynand the BGS-CIEP Supplier
for the provision of BGS Supply.

5.7 Preservation of Rights of Non-Defaulting Party

The rights of the Non-Defaulting Party under thigréement, including without
limitation Sections 5.4 and 5.6 of this Agreemesfitall be supplemental to, and not in
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lieu of, any right of recoupment, lien, or set-afforded by applicable law, and all such
rights are expressly preserved for the benefihefNon-Defaulting Party.

ARTICLE 6: CREDITWORTHINESS

6.1 Applicability

Each BGS-CIEP Supplier agrees that it shall meet theditworthiness
requirements of this Article 6 at all times duritige term of this Agreements and shall
inform the Company immediately of any changes m ¢tedit rating or financial
condition. Without limitation of the foregoing, da®BGS-CIEP Supplier, upon written
request, shall affirmatively demonstrate to the @any, its compliance with the
creditworthiness requirements set forth hereundéhe Company may establish less
restrictive creditworthiness requirements undes tArticle 6 in a non-discriminatory
manner.

6.2 Creditworthiness Determination

The BGS-CIEP Supplier may submit and maintain aursigc deposit, in
accordance with Section 6.3 below, in lieu of subing to or being qualified under a
creditworthiness evaluation. The BGS-CIEP Suppsieall have the opportunity to
petition the Company to re-evaluate its creditwiokbs whenever an event occurs that
the BGS-CIEP Supplier believes would improve thedeination made by the Company
of its creditworthiness. The Company’s credit v@laation must be completed as soon
as possible but no longer than thirty (30) daysrattceiving a fully documented request.
The Company must provide the rationale for its whetieation of the credit limit and any
resulting security requirement. The Company mestopm its credit re-evaluation and
associated security calculation in a non-discrirunamanner. BGS-CIEP Suppliers
shall provide unrestricted access to audited firzrstatements; provided that if audited
financial statements are not available, the Compaay specify other types of financial
statements that will be accepted.

€)) The following criteria constitute the Companysreditworthiness
requirements for BGS-CIEP Suppliers that have heeorporated or otherwise formed
under the laws of a state of the United StatesherDistrict of Columbia and may be
utilized by BGS-CIEP Suppliers or Guarantors of BGIEP Suppliers that have not
been incorporated or otherwise formed under thes lafvthe United States. In all
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instances, the most current senior unsecured aeioigr(or, if unavailable, the most
current corporate issuer rating discounted by anteh) will be used.

0] For BGS-CIEP Suppliers to be granted an unstiine of credit,
to cover the Total Exposure Amount the Suppliellshaet the following requirements:
(1) must be rated by at least two of the follownaging agencies: Standard & Poor’s
Ratings Services (“S&P”), Moody’s Investors Seryidac. (“Moody’s”), Fitch, Inc.
(“Fitch”) or A.M. Best Company (“A.M. Best”) and J2nust have a minimum senior
unsecured debt rating (or, if unavailable, corpoiasuer rating discounted one notch) of
at least “BBB-" from S&P, “Baa3” from Moody’s, “BBB from Fitch or “bbb” from
A.M. Best (a “Minimum Rating”). If the BGS-CIEP $plier is rated by only two rating
agencies, and the ratings are split, the lowengatiill be used. If the BGS-CIEP
Supplier is rated by three or four rating ageneied the ratings are split, the lower of the
two highest ratings will be used; however, in tlverd that the two highest ratings are
common, then such common rating will be used. TlagiMum Credit Limit to cover the
Total Exposure Amount will be determined basedhnenfollowing table:

Max. Credit Limit to be
calculated as the lesser of the

Credit Rating of the BGS-CIEP Supplier % of TNW and credit limit

cap below
, , AM. 0 Credit
S&P Moody’s Fitch Best Yo Limit Cap

A-and | A3and | A-and aaa 16% of TNW | $60,000,000
above above above
BBB+ Baal BBB+ aa 10% of TNW $40,000,000
BBB Baa2 BBB a 8% of TNW $30,000,000
BBB- Baa3 BBB- bbb 6% of TNW $15,000,000
Below Below Below Below o
BBB- Baa3 BBB- bbb 0% of TNW 0

where TNW is the Tangible Net Worth.

The BGS-CIEP Supplier will be required to post casla letter of credit
at the time of, or prior to the execution of thigrAement in an acceptable form as
defined in Section 6.4(b) of this Agreement (sesmadard format in Appendix B) for the
Total Exposure Amount under this Agreement andahgr BGS Supply agreements(s)
between it and the Company, exceeding the crexit; lor

(i) For BGS-CIEP Suppliers having a Guarantor, (hearantor (1)
must be rated by at least two of the followingmgtagencies: S&P, Moody'’s, Fitch or
A.M. Best and (2) must have a minimum senior unsstdebt rating (or, if unavailable,
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corporate issuer rating discounted one notch) etmdahe Minimum Rating. If the
Guarantor is rated by only two rating agencies, tedratings are split the lower rating
will be used. If the Guarantor is rated by thredoar rating agencies and the ratings are
split, the lower of the two highest ratings will bsed; however, in the event that the two
highest ratings are common, then such common ratifigbe used. The Maximum
Credit Limit to cover the Total Exposure Amount ttltauld be provided through the
Guaranty (see standard format in Appendix C) welldetermined based on the following
table:

Max. Credit Limit to be
calculated as the lesser of the

Credit Rating of the Guarantor % of TNW and credit limit

cap below
, , AM. 0 Credit
S&P Moody’s Fitch Best Yo Limit Cap
A-and | A3and | A-and aaa 16% of TNW | $60,000,000
above above above
BBB+ Baal BBB+ aa 10% of TNW $40,000,000
BBB Baa2 BBB a 8% of TNW $30,000,000
BBB- Baa3 BBB- bbb 6% of TNW $15,000,000
Below Below Below Below o
BBB- Baa3 BBB- bbb 0% of TNW | O

The BGS-CIEP Supplier will be granted a credit timqual to the lesser
of (i) the amount of the Guaranty at the time thigeement is executed as such amount
may be modified in any amended or substitute Guararovided to the Company during
the term of this Agreement or (ii) the Suppliersiimum Credit Limit. The BGS-CIEP
Suppliers will be required to post cash or lettecredit in an acceptable form as defined
in Section 6.4 (b) below (see standard format irpéumlix B) for the Total Exposure
Amount exceeding the amount of the credit limitrgeal to the BGS-CIEP Supplier; or

(i)  The posting of cash or a letter of creditan acceptable form as
defined in Section 6.4 (b) of this Agreement (semdard format in Appendix B) for the
Total Exposure Amount shall be required.

(b) The following standards shall apply to BGS-Cli&#ppliers or Guarantors
of BGS-CIEP Suppliers that have not been incorgorair otherwise formed under the
laws of a state of the United States or of the rigisof Columbia. For BGS-CIEP
Suppliers who cannot meet the following requireragitte posting of cash or letter of
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credit in an acceptable form as defined in Sec@igi{b) below (see standard format in
Appendix B) for the Total Exposure Amount shallrbquired.

) The BGS-CIEP Supplier shall supply such evigenof
creditworthiness so as to provide the Company wtimparable assurances of
creditworthiness as is applicable above for BGSFCIEuppliers that have been
incorporated or otherwise formed under the lawa sfate of the United States or of the
District of Columbia. The Company shall have fdikcretion, without liability or
recourse to the BGS-CIEP Supplier, to evaluate ¢kilence of creditworthiness
submitted by such BGS-CIEP Supplier; or

(i) The Guarantor of a BGS-CIEP Supplier shall@ysuch evidence
of creditworthiness so as to provide the Companth wiomparable assurances of
creditworthiness as is applicable above for Guaramf BGS-CIEP Suppliers that have
been incorporated or otherwise formed under tha lafva state of the United States or of
the District of Columbia. The Company shall hau#l fliscretion, without liability or
recourse to the Guarantor or the BGS-CIEP Supptierevaluate the evidence of
creditworthiness submitted by such Guarantor.

(© All BGS-CIEP Suppliers or Guarantors of BGS-EIBuppliers that have
not been incorporated or otherwise formed undetaivws of a state of the United States
or of the District of Columbia shall, in additioa &ll documentation required elsewhere
in this Section 6.2, supply the following as a dtind of being granted a credit limit, up
to a maximum level, for the purpose of covering Tlo#al Exposure Amount:

(1) For BGS-CIEP Suppliers: (i) a legal opinionaafunsel qualified to
practice in the foreign jurisdiction in which the5B-CIEP Supplier is incorporated or
otherwise formed that this Agreement has been dutfiorized, executed and delivered
and is the legal, valid and binding obligation dfetBGS-CIEP Supplier in the
jurisdiction in which it has been incorporated dheywise formed; (ii) the sworn
certificate of the corporate secretary (or simdércer) of such BGS-CIEP Supplier that
the person executing this Agreement on behalf ef BGS-CIEP Supplier has the
authority to execute the Agreement and that theegomg board of such BGS-CIEP
Supplier has approved the execution of this Agredand (iii) the sworn certificate of
the corporate secretary (or similar officer) of BUBGS-CIEP Supplier that the BGS-
CIEP Supplier has been authorized by its goverbmayd to enter into agreements of the
same type as this Agreement. The Company shadl hdlvdiscretion, without liability
or obligation to the BGS-CIEP Supplier, to evalutite sufficiency of the documents
submitted by the BGS-CIEP Supplier.
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(i) For the Guarantor of a BGS-CIEP Supplier:dijegal opinion of
counsel qualified to practice in the foreign jurcdn in which the Guarantor is
incorporated or otherwise formed that the Guardmay been duly authorized, executed
and delivered and is the legal, valid and binditdigation of the Guarantor in the
jurisdiction in which it has been incorporated dheywise formed; (i) the sworn
certificate of the corporate secretary (or sima#icer) of such Guarantor that the person
executing the Guaranty on behalf of the Guarants the authority to execute the
Guaranty and that the governing board of such Guardas approved the execution of
the Guaranty; and (iii) the sworn certificate lo¢ tcorporate secretary (or similar officer)
of such Guarantor that the Guarantor has been @zgloby its governing board to enter
into agreements of the same type as this Guararfige Company shall have full
discretion, without liability or obligation to th@uarantor or the BGS-CIEP Supplier, to
evaluate the sufficiency of the documents submitgeduch Guarantor.

(d) Failure to provide the required security or alp within three (3)
Business Days of the Company’s request shall dokstan Event of Default unless the
Company agrees in writing to extend such periogpforiding security or deposit. In the
event that a creditworthiness determination byGleepany concludes that the security
requirement may be reduced, the Company will natity affected BGS-CIEP Supplier
of this circumstance, and take whatever actiorB8&-CIEP Supplier requests for return
of the surplus.

6.3 Credit Exposure/ Security Calculation

The credit exposure per tranche that will be regplof BGS-CIEP Supplier under
this Agreement shall be $70,000. The credit exposurder this Agreement shall be
$70,000 times the number of Tranches shown in AgipeA hereto. If a BGS-CIEP
Supplier meets the Minimum Rating listed abovesacurity will be required as long as
the Total Exposure Amount does not exceed the maxircredit limit of the BGS-CIEP
Supplier or its Guarantor.

If a BGS-CIEP Supplier meets the Minimum Ratindelis above, and the Total
Exposure Amount exceeds the maximum credit limithef BGS-CIEP Supplier or its
Guarantor, cash or letter of credit in an acceptdbtm as defined in Section 6.4(b) of
this Agreement (see standard format in AppendixiB)an amount equal to the Total
Exposure Amount above the maximum credit limit bt tBGS-CIEP Supplier or
Guarantor will be required.
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6.4 Security Instruments

At each BGS-CIEP Supplier’s choice, the following @eemed to be acceptable
methods for posting security, if required:

(@) Cash;or

(b) A standby irrevocable letter of credit acceptablé¢he Company issued by
a bank or other financial institution with a minimu'A” senior unsecured debt rating
(or, if unavailable, corporate issuer rating disted one notch) from S&P or “A2” from
Moody’s (see standard format in Appendix B). Téidr of credit shall state that it shall
renew automatically for successive one-year ortehqeriods, until terminated upon at
least ninety (90) days prior written notice frone tissuing financial institution. If the
Company receives notice from the issuing finanitiatitution that the letter of credit is
being cancelled, the BGS-CIEP Supplier will be resplito provide a substitute letter of
credit from an alternative bank satisfying the mmnm requirements. The receipt of the
substitute letter of credit must be effective ashef cancellation date and delivered to the
Company thirty (30) days before the cancellatiote dd the original letter of credit. If
the BGS-CIEP Supplier fails to supply a substitietéer of credit as required, then the
Company will have the right to draw on the existietfer of credit and to hold the
amount as security.

If the credit rating of a bank or other financiasiitution from which a BGS-CIEP
Supplier has obtained a letter of credit falls etbe levels specified in Article 6 of this
Agreement, the BGS-CIEP Supplier shall have twoB@3iness Days following written
notice by the Company to obtain a suitable lettasredit from a bank or other financial
institution that meets those standards.

6.5 Maintenance of Creditworthiness

(@) Reporting of Changes

Each BGS-CIEP Supplier shall promptly notify then@many of any change in its
credit rating or financial condition or that of ®uarantor. The BGS-CIEP Supplier or
Guarantor shall also furnish evidence of an actdpteredit rating or financial condition
upon the request of the Company.

(b) Change in Credit Standing

The Company will re-evaluate the creditworthine$saoBGS-CIEP Supplier
whenever it becomes aware of an adverse changegtinthe provision of notice by such
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Supplier or otherwise, in the BGS-CIEP SuppliersGuarantor’s credit standing. The
Company shall not require any additional secunioyf a BGS-CIEP Supplier due to an
adverse change in such BGS-CIEP Supplier's crediiding provided that the BGS-
CIEP Supplier continues to meet the Company’s mimmstandard for an unsecured line
of credit. When an adverse change in a BGS-Clg#pl&ar's credit standing causes the
BGS-CIEP Supplier to no longer qualify for an unged line of credit from the
Company, the Company shall be entitled to requilditeonal security, prepayment, or a
deposit in accordance with Sections 6.2 and 6.3hisf Agreement. The additional
security must be in a form acceptable to the Compenspecified in Section 6.4 of this
Agreement.

6.6 Calling On Security

The Company may call upon the security posted byBIBS-CIEP Supplier if the
BGS-CIEP Supplier fails to pay amounts due to tben@any pursuant to this Agreement
or any other agreement(s) between the Company leenxdBGS-CIEP Supplier for the
provision of BGS Supply after all of the followimyents occur:

€)) Written Notice of Default is provided to the BE&IEP Supplier; and
(b) Any applicable cure period ends.

The foregoing notwithstanding, the security posbsdthe BGS-CIEP Supplier shall
become due automatically without prior notice ghtiof cure in the case of any Event of
Default arising under subsections (i), (ii), (iiv), (v), (vi), (vii) and (viii) of Section 5.1
of this Agreement.

6.7 Interest on Cash Held by Company

The Company will pay simple interest calculatethatlower of the Interest Index
or six (6) percent per annum on all cash held by @ompany pursuant to this
Agreement. Each Billing Month, the Company willepare a statement of interest
amounts due to the BGS-CIEP Supplier. The statemvéhbe sent to the BGS-CIEP
Supplier within three (3) Business Days after thd ef the Billing Month via overnight
mail or other expeditious means. The Company shake interest payments on the first
Business Day after the 5th day of each calendatimon

6.8 Confidentiality

Information supplied by a BGS-CIEP Supplier in cection with the
creditworthiness process shall be deemed confiderand not subject to public

NERA

Economic Consulting



CIEP AuCTION BGS-CIEP SUPPLIER MASTER AGREEMENT ¢ 115

disclosure, unless Applicable Legal Authoritiesuieg disclosure of the information. If
information must be disclosed, then the confiddityieof the information shall be
maintained consistent with the Applicable Legal Warity’'s rules and regulations
pertaining to confidentiality. The BGS-CIEP Supphill be given prompt notice of any
request by a third party to obtain confidentialomfation related to the BGS-CIEP
Supplier’s creditworthiness.

6.9 No Endorsement of BGS-CIEP Supplier

The Company’s determination that a BGS-CIEP Supgiereditworthy pursuant
to the process set forth above, shall not be deedmednstitute an express or implied
warranty or guarantee of any kind with respect bhe tfinancial or operational
qualifications of the BGS-CIEP Supplier. The Compawill treat all BGS-CIEP
Suppliers in a non-discriminatory manner and spedvide no preference to any BGS-
CIEP Supplier.

6.10 Multiple BGS Supply Agreements

It is the intention of the Company and the BGS $iepphat, in the event the
BGS-CIEP Supplier is a party to BGS agreements thighCompany for the provision of
BGS Supply, the Company will calculate a single &iarapplicable to all such
agreements. Each BGS-CIEP Supplier that is a partgther agreements with the
Company for the provision of BGS Supply hereby agrhat such other agreements are
deemed amended by this Agreement for the sole parpbcalculating the Margin.

ARTICLE 7: PROCEDURES FOR ENERGY SCHEDULING, CAPACI TY
RESOURCE SUBMISSION AND TRANSMISSION PROCUREMENT

The Parties must adhere to any applicable opemdticguirements of PJM
necessary to protect the integrity of the transimmssystem within the PJM Control Area
and the transmission systems of interconnectedaanteas, and must satisfy any and all
PJM, MAAC and NERC criteria, when applicable. TB@&S-CIEP Supplier also must
adhere to any applicable operational requiremehtieo Company necessary to protect
the integrity of the Company’s local distributioystem.

The BGS-CIEP Peak Load Share will be determinedhbyCompany based on
the zonal peak load contributions utilized in th@MP determination of the zonal
obligations for Capacity, adjusted for contribuscessociated with Customers served by
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Third Party Suppliers, with Customers served by B&EPSSuppliers and with Wholesale
Customers. Contributions for TPSs, shall be catedl as set forth in the Company’s
TPS operating procedures found on the Company’sieht www. .com.
The BGS-CIEP Peak Load Share of a BGS-CIEP Suplieased on the BGS-CIEP
Supplier Responsibility Share.

7.1 Load Obligations

The Company and the BGS-CIEP Supplier acknowledige the BGS-CIEP
Customers are within the Company’s metered bouesland that the BGS-CIEP Load
must be divided into BGS-CIEP Supplier obligatiobg applying the BGS-CIEP
Supplier Responsibility Share for each BGS-CIEPdHapas a Load Serving Entity that
must meet its PIJM obligations. These load oblgetiinclude, but are not limited to,
hourly Energy obligations, Capacity obligations,cilary Services obligations, and Firm
Transmission Service obligations under the PIM égrents.

7.2 Data Transmission

(a) Energy

The procedures for transmitting load obligatioradatr the BGS-CIEP Supplier’'s
hourly Energy obligations shall be as set fortHPw.

(b) Capacity

The procedures for transmitting the BGS-CIEP Septesponsibility Share data
to be used by PJM to determine the BGS-CIEP Supl@apacity obligations shall be
as set forth by PIM.

(© Transmission

The procedures for transmitting the BGS-CIEP Septesponsibility Share data
based upon which the BGS-CIEP Supplier will meebliligations under the PJM OATT
shall be as set forth by PIM.

(d) Ancillary Services

The procedures for transmitting data regarding B@®S-CIEP Supplier's
Ancillary Services obligations shall be as setHfdy PIM.
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7.3 Energy Scheduling

The Company will not provide load-forecasting sees. The BGS-CIEP
Supplier shall schedule Energy resources to meebiigations with PJM as provided for
in the PJM Agreements, procedures, and manuals. CBmpany, through an e-schedule,
shall provide PJM and the BGS-CIEP Supplier with ttata regarding the BGS-CIEP
Supplier Responsibility Share of the Energy oblma, as set forth by PIM. The Energy
obligations for each BGS-CIEP Supplier will be detmed based on its BGS-CIEP
Supplier Responsibility Share of the BGS-CIEP LoEde total preliminary BGS-CIEP
Energy obligation will be equal to the total Enetggds for the BGS-CIEP Customers,
as calculated by the Company, including lossesuswadcounted for energy.

ARTICLE 8: THE ENERGY SETTLEMENT/RECONCILIATION PR OCESS

8.1 Energy Settlement By PIM

The settlement process occurs at PJM to reflecBBS-CIEP Supplier's actual
Energy obligations in a supply/usage reconciliapoocess. The Energy obligations for
each BGS-CIEP Supplier will be determined based tlbea BGS-CIEP Supplier
Responsibility Share of the BGS-CIEP Load. Theoneded total BGS-CIEP Energy
obligation will be equal to the final total Enerfpads for the Customers receiving BGS-
CIEP service, including losses.

Any adjustments for billing and metering errors agpd subsequent to the
calculation of FHEA and FMEA will be proportionalgllocated by the Company to the
BGS-CIEP Suppliers.

8.2 Energy Settlement by the Company

In the event that actual BGS-CIEP Customer consiomgiata is not available until
after the PJM deadline for conducting the finatlesatent, the Company will conduct the
settlement process with the BGS-CIEP Supplier. ugh®JM impose penalties against
the Company as a result of the BGS-CIEP Supplteatssactions or failure to meet PIM
requirements, such penalties shall be passed throyghe Company, to the BGS-CIEP
Supplier as part of this settlement process. bhtexh, all other applicable charges from
PJM, including any billing adjustments, will be appriately allocated to the BGS-CIEP
Supplier.
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ARTICLE 9: BILLING AND PAYMENT

9.1 The Company Payment of Obligations to the BGS-C  IEP Supplier

The Company shall pay all amounts due to the BGSPCIupplier hereunder in
accordance with the following provisions:

€)) Each Billing Month, the Company will prepare a 8téent of amounts
due to the BGS-CIEP Supplier. Line items on thiatement will show amounts due
equal to the (i) CIEP Standby Fee multiplied by #uen of the BGS-CIEP Supplier
Responsibility Share of all BGS-CIEP-Eligible Custrs’ preliminary Energy usage as
measured at the BGS-CIEP-Eligible Customers’ mefdtss (i) Energy Charges equal
to the sum of the products of the hourly real-tifliV load weighted average Locational
Marginal Prices for the Company’s Transmission Zonétiplied by the PHEA in each
hour of the Billing Month; plus (iii) Ancillary Seice Charge equal to the product of
$6.00 per MWh times the PMEA for the Billing Montblus (iv)BGS-CIEP Price equal
to the product of $ per MW-day multiplied biiet BGS-CIEP Supplier
Responsibility Share of the BGS-CIEP Capacity ailan (expressed in MW) for each
day of the Billing Month in question; plus (v) tAieansmission Charge multiplied by the
BGS-CIEP Supplier Responsibility Share of the BAERCFirm Transmission Service
obligation for each day of the Billing Month.

(b) The Statement will be sent to the BGS-CIEP 8appwithin six (6)
Business Days after the end of the Billing Monta @vernight mail or other expeditious
means.

(© The Company shall make payment on the firstiriass Day after the 19
day of each calendar month provided that the Compaaintains a minimum senior
unsecured debt rating (or, if unavailable, corpoiasuer rating discounted one notch) of
at least “BBB-" from S&P, “Baa3” from Moody’s or “BB-" from Fitch (the “Required
Rating”). If the Company is rated by only two ratiagencies, and the ratings are split,
the lower rating will be used. If Company is rateg three rating agencies, and the
ratings are split, the lower of the two highestngsg will be used, and, in the event that
the two highest ratings are common, such commamgratill be used.

(d) In the event that the Company’s minimum seninsecured debt rating
(or, if unavailable, corporate issuer rating disted one notch) falls below the Required
Rating, and until the Company’s minimum senior wased debt rating (or, if
unavailable, corporate issuer rating discountedraieh) becomes equal or higher than
the Required Rating, (i) the Company shall makendial payment on the first Business
Day after the 8 day of the calendar month for approximately 50%hef amount due to
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the BGS-CIEP Supplier for the previous calendar timdthe “Initial Payment”), and (ii)
the Company shall make a second payment on theBiiisiness Day after the f@lay of
the calendar month for any remaining amounts astatiwith the previous calendar
month, which will include the difference betweer timitial Payment and any amounts
due equal to the (A) CIEP Standby Fee multipliedh®/sum of the BGS-CIEP Supplier
Responsibility Share of all BGS-CIEP-Eligible Cusgrs’ preliminary Energy usage as
measured at the BGS-CIEP-Eligible Customers’ me@ts (B) Energy Charges equal
to the sum of the products of the hourly real-tifidM load weighted average Locational
Marginal Prices for the Company’s Transmission Zométiplied by the PHEA in each
hour of the Billing Month; plus (C) Ancillary Sexe Charges equal to the product of
$6.00 per MWh times the PMEA for the Billing Mbntplus (D) the BGS-CIEP Price
equal to the product of $ per MW-day multigliey the BGS-CIEP Supplier
Responsibility Share of the BGS-CIEP Capacity ailan (expressed in MW) for each
day of the Billing Month in question; plus (E) Tsanission Charges equal to the PJM
OATT dalily rate for the Company Transmission Zonaltiplied by the BGS-CIEP
Supplier Responsibility Share of the BGS-CIEP Fimansmission Service obligation for
each day of the Billing Month.

(e) To the extent that the PMEA differs from the EMN the Company will
pay or charge the BGS-CIEP Supplier the PMEA/FME#ustment Amount within the
PJM deadline for conducting the final settlemePIMEA/FMEA Adjustment Amounts
apply only to payments of the Ancillary Service @je

() To the extent that the FHEA differs from the BPAl the Company will
calculate the PHEA/FHEA Adjustment Amount for eakbur by multiplying the
difference between the two amounts by the PIMtiesd-LMP for the Company’s zone,
and will sum the negative and positive dollar valwver all hours to arrive at a net
PHEA/FHEA Adjustment Amount for the Billing MonthBased on the calculated net
PHEA/FHEA Adjustment Amount, the Company will pay charge the BGS-CIEP
Supplier for billing adjustments (the “FHEA/PHEAIBig Adjustment”) within the PIJM
deadline for conducting the final settlement.

(9) To the extent that the preliminary monthly Epewusage of all BGS-
CIEP-Eligible Customers differs from the final mblyt Energy usage as measured at the
BGS-CIEP-Eligible Customers’ meters, the Companypay or charge each BGS-CIEP
Supplier every Billing Month an amount equal to t6GéEP Standby Fee times the
difference between all BGS-CIEP-Eligible Customepskliminary monthly Energy
usage and all BGS-CIEP-Eligible Customers’ finakEyy usage, multiplied by the BGS-
CIEP Supplier Responsibility Share.
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(h) To the extent that the daily Capacity and Fifmansmission Service
obligations used in the calculation detailed intlB&c9.1(a) are adjusted after the PIJM
deadline for conducting final settlement, the Conyw@ill pay or charge the BGS-CIEP
Suppliers any net difference between the paymedotileded and made within the PIJM
deadline for conducting final settlement, and thgrpent calculated using the adjusted
values.

(1) If each Party owes an amount to the other Pamysuant to this
Agreement, including any related interest, and s or credits, the Parties may
satisfy their respective obligations to each otienetting the aggregate amounts due to
one Party against the aggregate amounts due tottiee Party, with the Party, if any,
owing the greater aggregate amount paying the d?aety the difference between the
amounts.

()] Payments shall be subject to adjustment for amghmetic errors,
computation errors, Meter Reading errors, or otbeors, provided that the errors
become known within one (1) year of the terminatidthis Agreement.

(k) The Company shall make payments of funds payabkihaoBGS-CIEP
Supplier by electronic transfer to a bank desighatethe BGS-CIEP Supplier.

Q) If a good faith dispute arises between the Compamy the BGS-CIEP
Supplier regarding a Statement, the disputing Psingll be obligated to pay only the
undisputed portion of the Statement, if any, anallgbresent the dispute in writing and
submit supporting documentation to the non-disgutfarty within one hundred and
twenty (120) calendar days from the date of théeBtant in dispute. Statement disputes
shall be addressed promptly, and in accordancethéldispute resolution procedures set
forth in Article 11 of this Agreement. Upon residdin of a Statement dispute, any
payments made to either Party will include simpkeiiest on the payment at the lower of
the Interest Index or six (6) percent per annumapkey from the date that notice of a
Statement dispute was received by the non-dispiarty.

(m)  If payment is made to the BGS-CIEP Supplieeratfthe due date shown on
the Statement, a late fee will be added to the idnpalance until the entire Statement is
paid. This late fee will be calculated at the mirate commercial borrowers are charged
by J.P. Morgan Chase.

9.2 Billing for BGS-CIEP Supplier's Obligations to Other Parties

The Company shall have no responsibility for bglibetween: the BGS-CIEP
Supplier and PJM; the BGS-CIEP Supplier and anyrdgner Capacity source; or the
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BGS-CIEP Supplier and any other third party. ThemPany will be responsible for
billing BGS-CIEP Customers for BGS-CIEP.

9.3 The BGS-CIEP Supplier Payment of Obligationsto  the Company

The BGS-CIEP Supplier shall pay all Charges it rsdwereunder in accordance
with the following provisions:

(@) Each Billing Month, the Company shall submitiawoice to the BGS-
CIEP Supplier for all Charges owed by the BGS-CHipplier under this Agreement.
The BGS-CIEP Supplier shall make payment for Craigeurred on or before the due
date shown on the invoice. The due date will behenfirst Business Day after the"™.9
day of each calendar month. The invoice will bet $erthe BGS-CIEP Supplier within
six (6) Business Days after the end of the Billignth via overnight mail or other
expeditious means.

(b) Invoices shall be subject to adjustment for aaythmetic errors,
computation errors, Meter Reading errors, or otbeors, provided that the errors
become known within one (1) year of the terminabbthis Agreement.

(c) The BGS-CIEP Supplier shall make payments of fupdgable to the
Company by electronic transfer to a bank designbyettie Company.

(d) If a good faith dispute arises between the Compamy the BGS-CIEP
Supplier regarding an invoice, the disputing Pattgll pay only the undisputed portion
of the invoice, if any, and shall present the dispm writing and submit supporting
documentation to the non-disputing Party within bonedred twenty (120) calendar days
from the due date of the invoice in dispute. Bdlidisputes shall be addressed promptly,
and in accordance with the dispute resolution mloges set forth in Article 11 of this
Agreement. Upon resolution of a billing disputey gmayments made to either Party will
include simple interest on the payment at the losfeéhe Interest Index or six (6) percent
per annum payable from the date that notice oflladisipute was received by the non-
disputing Party.

(e) If payment is made to the Company after the dage shown on the
invoice, a late fee will be added to the unpaidabeé until the entire invoice is paid.
This late fee will be calculated at the prime redenmercial borrowers are charged by
J.P. Morgan Chase.
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ARTICLE 10: SYSTEM OPERATION

10.1 Disconnection and Curtailment By the Company

The Company shall have the right, without incurramyy liability to BGS-CIEP
Suppliers, to disconnect (or otherwise curtaileinipt or reduce deliveries from) the
BGS-CIEP Suppliers or to disconnect (or otherwisetadl, interrupt or reduce deliveries
to) any Customer whenever the Company determindgbenrexercise of its good faith
discretion, or when the Company is directed by PJIMat such a disconnection,
curtailment, interruption or reduction is necessaryacilitate construction, installation,
maintenance, repair, replacement or inspectiomypfad the Company’s facilities; or due
to any other reason affecting the safe and relialpleration of the Company’s or a
Customer’s facilities, including Emergencies, fata@utages or potential overloading of
the Company’s transmission and/or distribution wis; potential damage to any
Customer’s facilities or any risk of injury to perss.

10.2 Inadvertent Loss of Service To BGS-CIEP Custom ers

The Parties agree and acknowledge that servic&t®-8IEP Customers may be
inadvertently lost due to storms, weather, accelebhteakage of equipment or other
events beyond the reasonable control of the Compdiegting the transmission and
distribution system of the Company. Neither Pavtly have any liability to the other
Party for the occurrence of such events excepthferCompany’s obligation to pursue
steps for the resumption of the disrupted serviceed forth in Section 10.3 below. In no
event will an inadvertent loss of service affe®aty’s obligation to make any payments
then due or becoming due with respect to performaendered prior to such inadvertent
loss of service.

10.3 Good Faith Efforts

The Company shall use good faith efforts to: (apimize any curtailment,
interruption or reduction to the extent practicabhaler the circumstances; (b) provide
the BGS-CIEP Supplier with prior notification of yarcurtailment, interruption or
reduction, to the extent practicable; and (c) resgervice as promptly as practicable.

10.4 PJM Requirements

The BGS-CIEP Supplier acknowledges and agreesdabat,member of PJM, the
Company is bound by all PIJM operating instructiopslicies and procedures as are
currently set forth in the PIJM Operating Manualjclkhare available through the Internet
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on the PJM Home Page (http://www.pjm.com), as maydvised from time to time,
which are needed to maintain the integrity of ti&Rystem. The BGS-CIEP Supplier
acknowledges and agrees that it will cooperate WiehCompany so that the Company
will be in compliance with all PIM Emergency Ope&ras Procedures, which include,
but are not limited to, those procedures pertaitnginimum and maximum generation
Emergencies, and measures requiring involuntarydtney participation, such as supply
voltage reduction or full interruption of Customead by either manual or automatic
means.

10.5 Compliance With Governmental Directives

The BGS-CIEP Supplier also acknowledges and agreststhe Company may
need to act in response to governmental or citharity directives that may affect BGS-
CIEP Customer load. The BGS-CIEP Supplier agreesoperate with the Company in
order to comply with said directives.

ARTICLE 11: DISPUTE RESOLUTION

11.1 Informal Resolution of Disputes

The Company and the BGS-CIEP Supplier shall usal daith and reasonable
commercial efforts to informally resolve all dispsatarising out of the implementation of
this Agreement. The BGS-CIEP Supplier's point amntact for all information,
operations, and questions shall be the CompanysscBaeneration Service Unit and the
Auction Website. Any dispute between the Company the BGS-CIEP Supplier under
this Agreement may be referred to a designatedoserpresentative of each of the
Parties for resolution on an informal basis as gityras practicable.

11.2 Recourse to Agencies or Courts of Competent Ju  risdiction

Nothing in this Agreement shall restrict the rigld either Party to file a
complaint with the FERC under relevant provisiofshe Federal Power Act (“FPA”),
with the BPU under relevant provisions of the Apable Legal Authorities, with a New
Jersey State court of competent jurisdiction, othwa federal court of competent
jurisdiction situated in the State of New Jers€lhe Parties’ agreement hereunder is
without prejudice to any Parties’ right to contdst jurisdiction of the agency or court to
which a complaint is brought.
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To the extent that this Agreement is deemed toubgest to FERC jurisdiction,
absent the agreement of all parties to a propokedge, the standard of review for
changes to any section of the Agreement specifyimg rate(s) or other material
economic terms and conditions agreed to by theeRalnerein, whether proposed by a
Party, a non-party, the BPU or FERC acting sua t&powmill be the “public interest”
standard of review set forth in United Gas PipeelL@o. v. Mobile Gas Service Corp.,
350 U.S. 332 (1956) and Federal Power CommissidBiarra Pacific Power Co., 350
U.S. 348 (1956).

ARTICLE 12: REGULATORY AUTHORIZATIONS AND JURISDICT ION

12.1 Compliance With Applicable Legal Authorities

The Company and the BGS-CIEP Supplier are subge@rd shall comply with,
all existing or future applicable federal, Statel dmcal laws, all existing or future duly-
promulgated orders or other duly-authorized actiohd?JM or of Applicable Legal
Authorities.

12.2 FERC Jurisdictional Matters

The inclusion herein of descriptions of procedureprocesses utilized by PJM or
otherwise subject to the jurisdiction of FERC idemded solely for informational
purposes. If anything stated herein is found by BFERC to conflict with or be
inconsistent with any provision of the FPA, or amyle, regulation, order or
determination of the FERC under the FPA or if amisteng procedures or processes
utilized by PJM are duly modified, the applicabl&ERC rule, regulation, order,
determination or modification shall control. Tceetbxtent required under any provision
of the FPA, or any rule, regulation, order or deti@ation of the FERC under the FPA,
the Company and/or the BGS-CIEP Supplier, if apblie, shall use reasonable
commercial efforts to secure, from time to timd, appropriate orders, approvals and
determinations from the FERC necessary to suppisrtAgreement.
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ARTICLE 13: LIMITATION OF LIABILITY

13.1 Limitations on Liability

Except to the extent expressly set forth in thigekgnent, each Party shall be
liable to the other Party only for direct damagesuired as a result of such Party’s
failure to comply with this Agreement and no Pahall have any liability to the other
Party for consequential, indirect, special or puaitdamages, including lost profits or
lost revenues, arising out of such Party’s faiiereomply with its obligations under this
Agreement. Notwithstanding anything to the contiiarthis Agreement, the BGS-CIEP
Suppliers have no obligations or liability to otlBBES-CIEP Suppliers.

This Agreement does not create any duty to any Supplier with respect
to the administration of the Company’s Third PaBypplier Agreements by the
Company, including, without limitation, with respéo the credit and security provisions
of the Company’s Third Party Supplier Agreementd Article 11 thereof. Nor will the
Company have any liability to any BGS-CIEP Suppfar any act or failure to act in
connection with such administration. If any dispurises among the BGS-CIEP
Suppliers regarding the allocation of forfeited .sdy (net of the Company’s costs as
described in Section 11.3 of the Company’s ThirdtyP&upplier Agreements) due to
BGS-CIEP Suppliers pursuant to Article 11 of them@any’s Third Party Supplier
Agreements, then such forfeited security (net @& @ompany’s costs as described in
Section 11.3 of the Company’s Third Party Suppigreements) will be deposited into
an interest-bearing account pending final dispasitf such dispute.

13.2 Risk of Loss

Solely for purposes of determining risk of loss &mddetermining the indemnity
obligations under Article 14 of this Agreement, tiempany shall be deemed to have
custody and control of the electric Energy delidetey a BGS-CIEP Supplier upon
receipt thereof into the Company’s distributiontseys and until delivery thereof at the
retail electric meter of the Customer; and each EXHSP Supplier shall be deemed to
have custody and control of the electric Energgllaimes prior to receipt thereof by the
Company. Each BGS-CIEP Supplier shall at all tilnesleemed to hold title to electric
Energy until delivery at the retail electric metdrthe Customer at which time title shall
be deemed to pass to such Customer. The Partyedenhave custody and control of
electric Energy shall, among the Parties to thise&gent, be responsible for all loss or
damage to property or injury or death to persorsngy in connection with such electric
Energy while in its custody and control and shadlamnify the other Parties with respect
to same as set forth in Article 14 of this Agreemen
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ARTICLE 14: INDEMNIFICATION

14.1 Indemnification

€)) Should the Company become the defendant imbbgor for, any third
party claims and/or liabilities for losses, peredtiexpenses, damage to property, injury
to or death of any person including a Party’'s eriygds or any third parties, that were
caused by or occur in connection with an act orssion of a BGS-CIEP Supplier with
respect to an obligation arising under or in cotioacwith this Agreement, or for which
such BGS-CIEP Supplier has otherwise assumed itiahinder the terms of this
Agreement, such BGS-CIEP Supplier shall defendh@iCompany’s option), indemnify
and hold harmless the Company, its shareholdeesdbmembers, directors, officers and
employees, from and against any and all such fhartly claims and/or liabilities, except
to the extent that a court of competent jurisdictietermines that the losses, penalties,
expenses or damages were caused wholly or in patthéb gross negligence or willful
misconduct of the Company. The Company may, aiits expense, retain counsel and
participate in the defense of any such suit ooacti

(b) Should a BGS-CIEP Supplier (the “Indemnifiedpflier”) become the
defendant in, or obligor for, any third party clairand/or liabilities for losses, penalties,
expenses, damage to property, injury to or deattaryf person including a Party’s
employees or any third parties, that were causear lmccur in connection with an act or
omission of the Company or another BGS-CIEP Supphigh respect to an obligation
arising under or in connection with this Agreemantfor which the Company or such
other BGS-CIEP Supplier has otherwise assumedlitiphinder the terms of this
Agreement, the Company or such BGS-CIEP Suppliell slefend (at the option of the
Indemnified Supplier), indemnify and hold harmleg®e Indemnified Supplier, its
shareholders, board members, directors, officedseanployees, from and against any
and all such third party claims and/or liabilitiescept to the extent that a court of
competent jurisdiction determines that the lospesalties, expenses or damages were
caused wholly or in part by the gross negligenceitiful misconduct of the Indemnified
Supplier. The Indemnified Supplier may, at its owrpense, retain counsel and
participate in the defense of any such suit ooacti

14.2 Survives Agreement

The obligation of a Party to defend, indemnify, dadd harmless another Party
under this Article shall survive termination ofgbAgreement, and shall not be limited in
any way by any limitation on the amount or typedamages, compensation or benefits
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payable by or for either Party under any statutecieme, including any Worker’s
Compensation Acts, Disability Benefit Acts or otlinployee Benefit Acts.

ARTICLE 15: MISCELLANEOUS PROVISIONS

15.1 Notices

Unless otherwise stated herein, all notices, desiamdrequests required or
permitted under this Agreement shall be in writangd shall be personally delivered or
sent by overnight express mail, courier servicefamsimile transmission (with the
original transmitted by any of the other aforemem&id delivery methods) addressed as
follows:

If to a BGS-CIEP Supplier:

Notification information for each BGS-CIEP Suppliss set forth on
Appendix A hereto.

If to the Company to:
Copy to:

or to such other person at such other addressRestg shall designate by like
notice to the other Party. Notice received after tlose of the Business Day shall be
deemed received on the next Business Day; provitted notice by facsimile
transmission shall be deemed to have been recdiyethe recipient if the recipient
confirms receipt telephonically or in writing.

15.2 No Prejudice of Rights

The failure of a Party to insist on any one or mamstances upon strict
performance of any provisions of this Agreementodiake advantage of any of its rights
hereunder, shall not be construed as a waiver of such provisions or the
relinquishment of any such right or any other rigateunder, which shall remain in full
force and effect. No term or condition of this Agment shall be deemed to have been
waived and no breach excused unless such waivarr@ent to excuse is in writing and
signed by the Party claimed to have waived or coieskto excuse.
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15.3 Assignment

Parties shall not assign any of their rights orgattions under this Agreement
without obtaining (a) any necessary regulatory apgl(s); and (b) the prior written
consent of the non-assigning Party, which conskall $iot be unreasonably withheld;
provided that the Company agrees that it shalltgtartonsent to a proposed assignment
by a BGS-CIEP Supplier if the proposed assigneetsnedi of the Company’'s
creditworthiness requirements then in effect unédicle 6 of this Agreement; and
further provided that a BGS-CIEP Supplier wishiagassign its interests hereunder shall
not be obligated to obtain the consent of any oB@86-CIEP Supplier. No assignment
of this Agreement shall relieve the assigning Paftyny of its obligations under this
Agreement until such obligations have been assunyetthe assignee and all necessary
consents have been obtained. Any assignment latin of this Section 15.3 shall be
void; provided, however, the Company may assignarsll of its rights and obligations
under this Agreement, without the BGS-CIEP Supjslietonsent, to any entity
succeeding to all or substantially all of the asseft the Company, if such assignee
agrees, in writing, to be bound by all of the telansl conditions hereof and all necessary
regulatory approvals are obtained. The BGS-CIEPp&er may, with prior written
notice to the Company but without obtaining therappl of the Company, assign the
accounts, revenues or proceeds under this Agreetaeatthird party. The Company
agrees that, following receipt of such notice a¢ #ssignment of accounts, revenues or
proceeds and such other documentation that the @wynmay reasonably request, the
Company will pay amounts becoming due to the assggBGS-CIEP Supplier under this
Agreement directly to the designated assignee;igedy however, that nothing herein
shall enlarge or expand the rights of such desaghassignee beyond the rights granted
to the BGS-CIEP Supplier and the right of such glesied assignee to receive payments
shall be subject to all defenses, offsets and dadinthe Company arising under this
Agreement. The Company further agrees that, iretfest necessary regulatory approvals
to effectuate an assignment have been sought il dgaith but that action by the
regulatory body is pending, the Company shall actiep performance of the proposed
assignee as a Party to this Agreement, as co-ohiglo the Party proposing to assign its
interest, until such approvals are obtained; predithat in the event the regulatory body
declines to grant its approval (or in the discretiof the Company, the application
seeking approval is still pending without actionthg regulatory body after ninety (90)
days), the request for approval of the assignrsieall be deemed to have been rejected.

15.4 Governing Law and Venue

To the extent not subject to the jurisdiction oé tRERC, questions including
those concerning the formation, validity, interpten, execution, amendment,
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termination and construction of this Agreement lsbalgoverned by the laws of the State
of New Jersey, without regard to principles of diotg of law. Any lawsuit arising in
connection with this Agreement shall be broughtyanl the State or federal courts of
New Jersey.

15.5 Headings

The headings and subheadings contained in thisefggat are used solely for
convenience and do not constitute a part of theedgent between the Parties hereto, nor
should they be used to aid in any manner in thatcoction of this Agreement.

15.6 Third Party Beneficiaries

This Agreement is intended solely for the benefiithe Parties hereto including
Customers for which the Company is executing ttagse&ment as agent. Nothing in this
Agreement shall be construed to create any dutgtamdard of care with reference to, or
any liability to, any person not a Party to thisrégment.

15.7 General Miscellaneous Provisions

(@) This Agreement shall not be interpreted or constrie create an
association, joint venture, or partnership betwden Parties (or any of them), or to
impose any partnership obligation or liability upany Party. The obligations of the
BGS-CIEP Suppliers are expressly agreed to be aleaad not joint. No Party shall
have any right, power, or authority to enter inty agreement or undertaking for, or on
behalf of, or to act as or be an agent or reprasigatof, or to otherwise bind, any other
Party.

(b) Cancellation, expiration or Early Termination ofstigreement shall not
relieve the Parties of obligations that by theitun@ survive such cancellation, expiration
or termination, including warranties, remedies, npises of indemnity and
confidentiality.

(© Should any provision of this Agreement be held iiavar unenforceable,
such provision shall be invalid or unenforceabléydn the extent of such invalidity or
unenforceability without invalidating or renderinmenforceable any other provision
hereof unless it materially changes the agreenfehedrarties.

(d) Each of the Parties acknowledges that it has réasl Agreement,
understands it, and agrees to be bound by its teffhss Agreement is intended by the
Parties as a final expression of their agreemenhe Parties further agree that this
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Agreement is the complete and exclusive statemérsgeeement and supersedes all
proposals (oral or written), understandings, regme&gions, conditions, warranties,
covenants and all other communications betweeR#nges relating thereto.

15.8 Taxes

All present and future federal, state, municipalotiner taxes imposed by any
taxing authority by reason of the provision of BGEP Supply to BGS-CIEP
Customers by a BGS-CIEP Supplier under this Agregrmsbhall be the liability of the
BGS-CIEP Supplier, except for New Jersey StatesSael Use Taxes, which will be the
Company’s responsibility to collect from BGS-CIERiStomers for remittance to the
applicable taxing authority. Should a BGS-CIEP [8igp be required to remit any New
Jersey State Sales and Use Taxes directly to tpkcalple taxing authority, other than
taxes previously collected by the BGS-CIEP Supptierbehalf of the Company, the
Company will defend and indemnify the BGS-CIEP Sigppfor such Sales and Use
Taxes and will pay to the BGS-CIEP Supplier alltsteex amounts upon demand. Each
BGS-CIEP Supplier shall pay all such taxes to tpplieable taxing authority to the
extent required or permitted by law. If any trastgmn is exempt from the payment of
any such taxes, the affected BGS-CIEP Supplier, witequested, provide the Company
with valid tax exemption certificates. Should thempany be required to remit any such
taxes directly to any applicable taxing author@gher than taxes previously collected by
the Company directly from a BGS-CIEP Supplier, B@S-CIEP Supplier will defend
and indemnify the Company and will pay to the Comypall such tax amounts upon
demand.

If new taxes are imposed on Energy, Capacity, Fimansmission Service or
Ancillary Services after the Effective Date of tigreement, within forty-five (45) days
of the final adoption of any such new taxes, then@any will notify the BGS-CIEP
Suppliers that such new tax has been adopted,sedk approval from the Board to
collect the new taxes from BGS-CIEP Customers, aitl provide the BGS-CIEP
Suppliers with a copy of the Company’s petitionkseg such approval from the Board.
Upon receipt of Board approval of the collectiontbé new taxes from BGS-CIEP
Customers, the BGS-CIEP Supplier will be excusedhftiability for payment of those
new taxes.

15.9 Changes in Transmission Charges for Firm Trans  mission Service

@) If during the term of this Agreement, a filirgmade with the FERC to
increase or decrease the charges for Firm TranemiS&rvice, including any charge or
surcharge imposed on customers receiving Firm Tmeasson Service, or if the charges
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for Firm Transmission Service are adjusted purst@aatFERC-authorized formula rate,
then the following procedures shall apply:

(1) within forty-five (45) days of the date upon whittte rate change
filing or formula rate informational filing is madeith the FERC, the Company will
notify the BGS-CIEP Suppliers that such rate filihgs been made, and will seek
approval from the Board to increase or decreaseliheges to BGS-CIEP Customers by
the amount of such rate adjustment for Firm Trassimn Service; provided that, if the
rate adjustment for the Firm Transmission Serviceoithe demand component of such
rate, the rate adjustment sought by the Company lshatated as a dollar per kilowatt-
hour charge or reduction based on a load factotrémsmission service equal to the load
factor for transmission service over the previouglte (12) months; and further
provided that the Company will provide the BGS-CIERppliers with a copy of the
Company’s petition seeking such approvals fromBbard;

(i) upon receipt of Board approval for the adjustmarthe charges to
BGS-CIEP Customers, the Company shall begin callgdhe new charges (calculated
with respect to the increase or decrease) fronBG8-CIEP Customers;

(i) in the event of a decrease in Firm Transmissiowi&eiCharges,
the Auction Price shall be deemed to be decreasedthé decrease to BGS-CIEP
Customers approved by the BPU;

(iv)  in the event of an increase in Firm TransmissiorviSe Charges
the following provisions shall apply: (a) commergiwith the date that the Company
begins collecting the rate increase approved byB#E from the BGS-CIEP Customers,
the Company shall track that portion of the chatgeBGS-CIEP Customers comprised
by the increase and shall retain such tracked atadon the benefit of the BGS-CIEP
Suppliers; (b) upon approval by the FERC, in a FFBRC Order and not subject to
refund, of a proposed increase in charges for Hiramsmission Service, or at such time
as an annual adjustment to the charges for Firmshngsion Service becomes effective
pursuant to the applicable FERC-authorized formmata, the following shall occur: (A)
the Auction Price shall be deemed to be increasgdhk increase to BGS-CIEP
Customers approved by the BPU; and (B) the Compaiayl promptly pay each BGS-
CIEP Supplier, in proportion to its BGS-CIEP SuppliResponsibility Share, the
amounts tracked and retained for the benefit of BXHESP Suppliers during the term of
this Agreement; provided, however, that in the éweny a proportion of the increased
charge for Firm Transmission Service is approvedrBRC, in a Final FERC Order and
not subject to refund, the Auction Price shall beréased only by that portion of the
increase approved by the FERC and the BGS-CIEP Ieupshall be paid only that
portion of the tracked and retained amounts assatw’ith the portion of the increase
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approved by the FERC; and further provided thaha event FERC approves less than
the entirety of the increased charge or rejectsitbeease in its entirety, all amounts
tracked and retained by the Company for the berdfithe BGS-CIEP Suppliers
associated with the rejected increase for Firm Jmwassion Service (or the rejected
portion of the increase for Firm Transmission Segyji shall be credited by the Company
against future rates paid by BGS-CIEP CustomersthadBGS-CIEP Suppliers shall
have no right in or to such amounts. The Comparlypaly simple interest on amounts
tracked and retained hereunder, calculated ataWerl of the Interest Index or six (6)
percent per annum; and

(v) Nothing herein shall prevent or restrict the pgwaton of the
Company or the BGS-CIEP Suppliers in any FERC dicjal proceedings associated
with any proposed increase or decrease in chaggdsrim Transmission Service or any
FERC or judicial proceedings associated with amgnfda rate adjustment, in sponsoring,
supporting, opposing, challenging or otherwise adgsing such increases, decreases, or
adjustments.

(b) If, prior to the Effective Date of this Agreentea filing is made with the
FERC to increase or decrease the charges for Fiamsmission Services, including any
charge or surcharge imposed on customers recdingTransmission Services, and the
Company seeks the approval of the BPU to increadeaease the rates charged to
BGS-CIEP Customers by the amount of such increade@ease for Firm Transmission
Services, then the following procedures shall apply

0] upon receipt of Board approval for the increaseemrease in the
rates charged to BGS-CIEP Customers, the Compaallylsdgin collecting the new rate
(calculated with respect to the increase or dee)dasm the BGS-CIEP Customers;

(i) in the event of a rate decrease, the Auction Fiadl be deemed
to be decreased by the rate decrease to BGS-CIE®@ers approved by the BPU;

(i) in the event of a rate increase the following psmns shall apply:
(a) commencing with the later of (x) the date tingt Company begins collecting the rate
increase approved by the BPU from the BGS-CIEP @&usts or (y) June 1, 2012 if the
Company begins collecting the rate increase appréyethe BPU from the BGS-CIEP
Customers prior to June 1, 2012, the Company gshadk that portion of the rates
charged to BGS-CIEP Customers comprised by theinatease and shall retain such
tracked amounts for the benefit of the BGS-CIEP faps; (b) upon approval by the
FERC, in a Final FERC Order and not subject tonéfwf the proposed increase in
charges for Firm Transmission Service, the follgyvéhall occur: (A) the Auction Price
shall be deemed to be increased by the increashadrges to BGS-CIEP Customers
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approved by the BPU; and (B) the Company shall ptympay each BGS-CIEP
Supplier, in proportion to its BGS-CIEP SuppliersRensibility Share, the amounts
tracked and retained for the benefit of BGS-CIER@iers during the term of this
Agreement; provided, however, that in the eventy aalproportion of the proposed
increase in charges for Firm Transmission Servicegproved by FERC, in a Final
FERC Order and not subject to refund, the AuctianePshall be increased only by that
portion of the proposed increase approved by thRGEnd the BGS-CIEP Suppliers
shall be paid only that portion of the tracked aethined amounts associated with the
increase approved by the FERC; and further provitiatlin the event FERC approves
less than the entirety of the proposed increaseegjects the proposed increase in its
entirety, all amounts tracked and retained by tben@any for the benefit of the BGS-
CIEP Suppliers associated with the rejected inerélascharges for Firm Transmission
Service (or the rejected portion of the proposedrease in charges for Firm
Transmission Service), shall be credited by the Qamg against future rates paid by
BGS-CIEP Customers and the BGS-CIEP Suppliers s$taaleé no right in or to such
amounts. The Company will pay simple interest onoamts tracked and retained
hereunder, calculated at the lower of the Intdred#x or six (6) percent per annum; and

(iv) Nothing herein shall prevent or restrict the mapation of the
Company or the BGS-CIEP Suppliers in any FERC dicjal proceedings associated
with any proposed increase or decrease in chae&ifm Transmission Service, in
sponsoring, supporting, opposing, challenging bentise addressing such proposed rate
increases or decreases.

(c) In the event that, at the beginning of the terthis Agreement, PIJM
Transmission Charges include charges approved WRCFEubject to refund without a
Final FERC Order and such charges are being cetleibom BGS-CIEP Customers
pursuant to BPU approval, these charges will batdéck as rate increases pursuant to
subsection 15.9(a)(iv) of this Agreement.

(d) Nothing herein to the contrary withstanding, tine event that the
Company, in the exercise of its good faith judgmeannot determine whether, or the
extent to which, a filing at the FERC seeking ang®in charges (including a filing
seeking a change in rate design) for Firm TransomsService, should be considered an
increase or decrease in rates for the purposdseqgbreceding paragraphs, the Company
may seek a ruling requesting such a determinatmm the BPU within ten (10) Business
Days of the filing at the FERC. The Company slibreafter implement the rate
increase or rate decrease for Firm Transmissiomic&egrif any, through an appropriate
adjustment in the Auction Price in accordance whthdirectives of the BPU in its order.
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15.10 Use of the Word “Including”

The word “including”, when following any generahstment or term, is not to be
construed as limiting the general statement or terrthe specific items or matters set
forth or to similar items or matters, but rathempasmitting the general statement or term
to refer to all other items or matters that coddsonably fall within its broadest possible
scope.

15.11 Federal Acquisition Regulation

If any of the following clauses prescribed by tre&ral Acquisition Regulation
(“FAR”), 48 Code of Federal Regulations Chaptestiguld be deemed to apply to this
Agreement, the BGS-CIEP Supplier shall comply witle requirements of such
clause(s), and shall include the terms or substahsach clause(s) in its subcontracts, as
and to the extent required by the FAR:

1) Clean Air and Water: 852.223-2;

2) Contract Work Hours and Safety Standards Act-OwertCompensation:
852.222-4;

3) Equal Opportunity: 852.222-26;

4) Affirmative Action for and Employment Reports onesjal Disabled and
Vietnam Era Veterans: §52.222-35 and §52.222-37;

5) Affirmative Action for Handicapped Workers: 852236;

6) Utilization of Small Business Concerns and Smallsddivantaged
Business Concerns and Small Business and Smaltihzsgaged Business
Subcontracting Plan: §52.219-8 and §52-219-9.

In case of a conflict between the provisions of AR and the balance of this
Agreement, the requirements of the FAR shall ptevai

15.12 Binding Terms

This Agreement and the rates, terms and conditi@ngin shall remain in effect
for the entire term hereof and each Party (inclgdime Company acting on behalf of
Customers) agrees not to seek any change to sted) terms and conditions pursuant to
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the FPA, if the FPA is deemed to have jurisdictomer this Agreement, including on the
grounds that they are not just and reasonable.

15.13 Amendment

This Agreement, including the appendices heretonaabe amended without the
written agreement of all Parties and the approvdhe Board prior to such amendment
becoming effective.

15.14 Counterparts

This Agreement may be executed in counterpartsh ezc which will be
considered an original, but all of which shall ditage one instrument.

NERA

Economic Consulting



136 ¢ BGS-CIEP SUPPLIER MASTER AGREEMENT CIEP AucTION

IN WITNESS WHEREOF, the Parties hereto have caused this Agreemdsg to
executed by their duly authorized representatigesf ahe date first set forth above.

ATTEST:

By.

[SUPPLIER SIGNATURES APPEAR ON SUCCEEDING PAGES]
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APPENDIX A TO BGS-CIEP SUPPLIER MASTER AGREEMENT ,

DATED , 2012,
BY AND BETWEEN

AND THE BGS-CIEP SUPPLIERS

BGS Supplier

BGS Supplier
Responsibility Share

Address for Notice

The address for any notice to providesuant to Section 15.1 of the
BGS-CIEP Supplier Master Agreement shall be thieyohg:

For Credit Related Issues:

Name
Address
Telephone
Fax

E-Mail

For Notices, Section 15.1:

Name
Address
Telephone
Fax

E-Mail
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APPENDIX B TO BGS-CIEP SUPPLIER MASTER AGREEMENT ,
DATED , 2012,
BY AND BETWEEN
AND THE BGS-CIEP SUPPLIERS

SAMPLE BGS-CIEP LETTER OF CREDIT

(Date)

Letter of Credit No.

To:

[One of the following:

Atlantic City Electric Company (“ACE”) or Jersey (teal Power & Light Company
(“JCP&L") or Public Service Electric and Gas Compa(fPSE&G”) or Rockland
Electric Company (“RECQO”)]

1.

We hereby establish in your favor this irrevocabdmsferable Letter of Credit (this
“Letter of Credit”) for the account of (the “Applicant”),

in the amount of $ , effective imatetyy and available to you
at sight upon demand at our counters at (Locato)expiring 364 days from date
of issuance or any extension thereof (in the fofrlanex 5), unless terminated
earlier in accordance with the provisions hereabtberwise extended.

This Letter of Credit is issued at the request i Applicant, and we hereby
irrevocably authorize you to draw on us, in accooda with the terms and
conditions hereof, up to the maximum amount of ttester of Credit, subject to

reduction as provided in paragraph 12 hereof. Thiter of Credit may be drawn
upon an Event of Default under the BGS-FP Suppiaster Agreement(s) between
the Applicant and you, dated and the B@3RCSupplier Master

Agreement(s) between the Applicant and you, dated

A patrtial or full drawing hereunder may be madeyby on any Business Day on or
prior to the expiration of this Letter of Credit kiglivering, by no later than 11:00
A.M. (New York, NY timé") on such Business Day to
_ (Bank), (address), (i) a notice
executed by you in the form of Annex 1 hereto, appately completed and duly
signed by your Authorized Officer and (ii) your ttrim the form of Annex 2 hereto,

1 |f the issuer of the Letter of Credit is locatadan area that is not in the Eastern time zons titie and
all other times in this Letter of Credit, and thefidition of a Business Day should be adjusted
accordingly.
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appropriately completed and duly signed by yourh&uized Officer. Authorized
Officer shall mean President, Treasurer, any Vicesilent or any Assistant
Treasurer.

4. We may, but shall not be obligated to, accept aauest to issue a substitute Letter
of Credit. Such request shall be in an Availabiltgrtificate in the form of Annex 3
hereto by you to us for exchange for a new LetteCredit in the amount set forth
in an Availability Certificate, which amount shalbt exceed the present value of
this Letter of Credit. Upon acceptance by us oy aoch request to issue a
substitute Letter of Credit for exchange, the neattdr of Credit shall be issued in
the amount as set forth in the Availability Cedéfte.

5. We hereby agree to honor a drawing hereunder nmadempliance with the terms
and provisions of this Letter of Credit by transfey in immediately available
funds the amount specified in the draft deliveredus in connection with such
drawing to such account at such bank in the Un8tdes as you may specify in
your draft delivered to us pursuant to Paragraplergof, by 3:00 P.M. (New York,
NY time) on the date of such drawing, if deliverythis requisite document is
made prior to 11:00 AM (New York, NY time) on a Busss Day pursuant to
Paragraph 3 herein above, but at the opening oh&ss on the first Business Day
next succeeding the date of such drawing if deyivarthe requisite document is
made on or after 11:00 AM (New York, NY time) onyaBusiness Day pursuant to
Paragraph 3 herein above.

6. If a demand for payment made by you hereunder dogsn any instance, conform
to the terms and conditions of this Letter of Credie shall give you prompt notice
(not exceeding three (3) Business Days following thate of receipt of the
documents) that the demand for payment was notteffein accordance with the
terms and conditions of this Letter of Credit, isigtthe reasons that the demand for
payment was not effected in accordance with suchgend conditions, and that
we will upon your instructions hold any documentsyaur disposal or return the
same to you. Upon being notified that the demamgpéyment was not effected in
conformity with this Letter of Credit, you may atipt to correct any such non-
conforming demand for payment to the extent thal woe entitled to do so,
provided, however, in such event a conforming dedrfanpayment must be timely
made in accordance with the terms of this LetteCi@fdit.

7. This Letter of Credit shall automatically terminaa@d be delivered to us for
cancellation on the earliest of (i) the making oy yof the drawings in an amount
equal to the maximum amount available to be madeuneler, (ii) the date we issue
a new letter of credit in exchange for this LettdérCredit in accordance with
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10.

11.

12.

Paragraph 4 herein above, (iii) the date we rec&iom you a Certificate of
Expiration in the form of Annex 4 hereto, or (et above-stated expiration date
hereof.

As used herein:

“Availability Certificate” shall mean a certificatsubstantially in the form of Annex
3 hereto, appropriately completed and duly signegdur authorized officer.

“Business Day” shall mean any day on which comméfmanks are not authorized
or required to close in New York, New York and atay on which payments can
be effected on the Fedwire system.

This Letter of Credit is assignable and transfexainl accordance with Annex 6, to
an entity who you certify to us in the form of Ann@, and we hereby consent to
such assignment or transfer, provided that thisekeif Credit may not otherwise
be amended or modified without consent from us, god the Applicant, and
except as otherwise expressly stated herein, jgculo the Uniform Customs and
Practice for Documentary Credits — 2007 RevisiQ€ Publication No. 600, or any
successor publication thereto (the “UCP”). Any afidransfer fees, expenses and
costs shall be borne by the Applicant. This Lette€redit shall, as to matters not
governed by the UCP, be governed and construed¢aardance with New York
law, without regard to principles of conflicts @w. Transfers fees shall be borne
by the Applicant.

This Letter of Credit sets forth in full our undeding, and such undertaking shall not in
any way be modified, amended, changed, amplifiedinated by reference to any
document, instrument or agreement referred to meegicept for Annexes 1 through 6
hereto and the notices referred to herein; andsaaly reference shall not be deemed to
incorporate herein by reference any document,um&nt or agreement except as set
forth above.

We certify that as of ateJdwe
(“Bank”) satisfy the senior unsecured debt ratirig’/&’ from Standard & Poor’s
Ratings Services or “A2” from Moody’s Investors Bee Inc.

The amount which may be drawn by you under thigetetf Credit shall be
automatically reduced by the amount of any drawpead through us referencing this
Letter of Credit No. . Partial drawings peemitted hereunder.
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13.

14.

15.

Faxed document(s) are acceptable. Presentatioaxbgnfist be made to fax number
confirmed by telephone to

In the event of act of God, riot, civil commotionsurrection, war, terrorism or by any
strikes or lock outs, or any cause beyond our obritrat interrupts our business, and
causes the place for presentation of this Lett&@reflit to be closed for business on the
last day of presentation, the expiration date isfltbtter of Credit shall be automatically
extended without amendment to a date thirty (3®nciar days after the place for
presentation reopens for business.

This original Letter of Credit has been sent to theneficiary EDC located at
above (as per Applicant’s instmg). The aggregate amount paid
to the EDC during the validity of this Letter ofe@rt will not exceed the amount of this
Letter of Credit. Any demands or communicationthaform of the attached Annexes
(except for Annex 5) or other communications deddb us under this Letter of Credit
must be signed by an Authorized Officer of the ED&:ceptance or rejection of any
amendments to this Letter of Credit or any exterssipursuant to Annex 5 must be
signed by an Authorized Officer of the EDC.

Very truly yours,
(Bank)
By:
Name:
Title:
By:
Name:
Title:
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ANNEX 1 TO LETTER OF CREDIT

DRAWING UNDER LETTER OF CREDIT NO.

’ 20_

To: (Bank)
(Address)

Attention: Standby Letter of Credit Unit
Ladies and Gentlemen:

The undersigned is making a drawing under thevedbeferenced Letter of Credit in
the amount specified below and hereby certifiegoto as follows:

1. Capitalized terms used herein that are define@ih shall have the meanings
ascribed thereto in the Letter of Credit;

2. “Pursuant to Paragraph 2 of the Letter of Creblio.
dated , 20__, the undersigned is ehtdlenake a drawing under the Letter
of Credit in the amount of $ , inasmashhere is an Event of Default under
any BGS Supplier Master Agreement between the Apptiand us.

3. We acknowledge that, upon your honoring the drgwherein requested, the
amount of the Letter of Credit available for dragvishall be automatically decreased by
an amount equal to this drawing.

Very truly yours,

EDC name
By
Name:
Title:
Date:
cc: (Applicant)
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ANNEX 2 TO LETTER OF CREDIT

DRAWING UNDER LETTER OF CREDIT NO.

’ 20_

ON [Business Day immediately succeeding
date of presentation]

PAY TO: EDC
Attn:

$

For credit to the account of

FOR VALUE RECEIVED AND CHARGE TO ACCOUNT OF LETTERF CREDIT
NO. OF

(Bank)
(Address)
EDC
By
Name:
Title:
NERA
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ANNEX 3 TO LETTER OF CREDIT
AVAILABILITY CERTIFICATE
UNDER LETTER OF CREDIT NO.

, 20

To: (Bank)
(Address)

Attention: Standby Letter of Credit Unit
Ladies and Gentlemen:

Each of the undersigned hereby requests thatxdhamge for the above-referenced

Letter of Credit, a new Letter of Credit be issirethe amount of $ (the “New
Amount”) and to expire on (ddmed otherwise in the form of this
Letter of Credit.

Please acknowledge your intention to issue sueh Inetter of Credit in the New
Amount upon the surrender of the above-referencetiet of Credit by signing the
attached acknowledgment copy hereof and forwarilitog

EDC
Address

Very truly yours,

EDC
By
Name:
Title:
Date:

APPLICANT NAME

By.
Name:
Title:
Date:

Agreed and Accepted:

(Bank)

By

Name:

Title:

Date:

NERA
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ANNEX 4 TO LETTER OF CREDIT

CERTIFICATE OF EXPIRATION
OF LETTER OF CREDIT NO.

’ 20_

To: (Bank)
(Address)

Attention: Standby Letter of Credit Unit
Ladies and Gentlemen:

The undersigned hereby certifies to you that theva referenced Letter of Credit
may be cancelled without payment. Attached heigtsaid Letter of Credit, marked
cancelled.

EDC
By
Name:
Title:
Date:

cc: (Applicant Name)

NERA
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ANNEX 5 TO LETTER OF CREDIT

NOTICE OF EXTENSION
OF LETTER OF CREDIT NO.

, 20
To (EDC):
Re: Our Letter of Credit no. presently in the amount of
usD issued for the account of and
expiring on
On the expiration date of the Letter of Credit no. , we will issue a new
Letter of Credit No. to expire on (date). This new
Letter of Credit No. will, asident the expiration date be in the

amount and form of our Letter of Credit No.

Very truly yours,

BANK

By
Name:
Title:
Date:

CcC: (Applicant Name)

NERA

Economic Consulting



CIEP AuCTION BGS-CIEP SUPPLIER MASTER AGREEMENT ¢ 147

ANNEX 6 TO LETTER OF CREDIT

NOTICE OF TRANSFER
OF LETTER OF CREDIT NO.

’ 20_

To:
Bank
Bank Address

To Whom It May Concern:
Re: Credit
Issued by
Advice No

For the value received, the undersigned benefitiargby irrevocably transfers to:

(Name of Transferee)

(Address)

all rights of the undersigned beneficiary to dramder the above Letter of Credit in its
entirety.

By this transfer, all rights of the undersigned dfemary in such Letter of Credit are
transferred to the transferee and the transferak lshve the sole rights as beneficiary
thereof, including sole rights relating to any ach@ents whether increases or extensions
or other amendments and whether now existing adfiar made. All amendments are
to be advised direct to the transferee without s&itg of any consent of or notice to the
undersigned beneficiary.

The advice of such Letter of Credit is returnedeleth, and we ask you to endorse the
transfer on the reverse thereof, and forward éalito the transferee with your customary
notice of transfer.

Enclosed is a certified check in the amount of $ in payment of your transfer
commission and in addition we agree to pay to yod@mand any expenses that may be
incurred by you in conjunction with this transfer.

Very Truly Yours

(signature of EDC)

NERA
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The above signature with title as stated conformnthat on file with us and is authorized
for the execution of said instruments.

(Name of authenticating party)

(Authorized signature of authenticating party)
Name
Title

NERA
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APPENDIX C TO BGS-CIEP SUPPLIER MASTER AGREEMENT,
DATED , 2012,
BY AND BETWEEN
AND THE BGS-CIEP SUPPLIERS

GUARANTY
GUARANTY (this “Guaranty”), dated as of __, 2012ade by (the
“Guarantor”), a corporation organized and existingnder the laws of
in favor of (the “Guarahtearty”), a corporation organized

and existing under the laws of the State of Neweler

Terms not defined herein take on the meaning gteethem in the BGS-FP Supplier
Master Agreement(s) dated and/or the B@ERCSupplier Master
Agreement(s) dated (the “Agreement(sBuarantor enters into this
Guaranty in consideration of, and as an inducermrGuaranteed Party having entered
into or entering into the “Agreement(s)” with [Name],
a [State] corporation (the “BSEPplier”), which may involve
the extension of credit by the Guaranteed Partyaréntor, subject to the terms and
conditions hereof, hereby unconditionally and absdy guarantees to the Guaranteed
Party the full and prompt payment when due, suldjeg@n applicable grace period and
upon demand in writing from the Guaranteed Partyhto Guarantor’s attention at the
address for Guarantor set forth in Section 11 Heseéany and all amounts payable by
the BGS Supplier to the Guaranteed Party arisingbtine Agreement(s), and,

1. The Guarantor, as primary obligor and not merelguasty, hereby irrevocably and
unconditionally guarantees the full and prompt pagtnwhen due (whether by
acceleration or otherwise) of the principal ane@iast on any sums due and payable
by the BGS Supplier as a result of an Event of Dlefander the Agreement(s)
(including, without limitation, indemnities, damagefees and interest thereon,
pursuant to the terms of the Agreement(s)). NoistEnding anything to the
contrary herein, the maximum aggregate liability tbé Guarantor under this
Guaranty shall Option 1 [in no event exceed .] Option 2 [in no
event exceed the lesser of [the credit limit ampunt the sum of the Total
Exposures Amounts under the Agreement(s).] All hsywrincipal, interest,
obligations and liabilities, collectively, are th&uaranteed Obligations”. This
Guaranty is a guarantee of payment and not of cialie.

NERA
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2. The Guarantor hereby waives diligence, acceleratiotice of acceptance of this
Guaranty and notice of any liability to which it ynapply, and waives presentment
and all demands whatsoever except as noted harefite of protest, notice of
dishonor or nonpayment of any such liability, saittaking of other action by any
Guaranteed Party against, and any other noticeany, party liable thereon
(including the Guarantor or any other guarantolipg of claims with a court in the
event of the insolvency or bankruptcy of the BG®@ier, and any right to require
a proceeding first against the BGS Supplier.

3. The Guaranteed Party may, at any time and from tarteme, without notice to or
consent of the Guarantor, without incurring resjdahty to the Guarantor and
without impairing or releasing the obligations bétGuarantor hereunder, upon or
without any terms or conditions: (i) take or refrérom taking any and all actions
with respect to the Guaranteed Obligations, anyudwmnt or any person (including
the BGS Supplier) that the Guaranteed Party detexsnin its sole discretion to be
necessary or appropriate; (ii) take or refrain frimking any action of any kind in
respect of any security for any Guaranteed Obbg#s) or liability of the BGS
Supplier to the Guaranteed Party; or (iii) compreenior subordinate any
Guaranteed Obligation(s) or liability of the BGSpplier to the Guaranteed Party
including any security for such Guaranteed Oblag#s) or liability of the BGS
Supplier to the Guaranteed Party.

4. Subject to the terms and conditions hereof, thegatibns of the Guarantor under
this Guaranty are absolute and unconditional anithowt limiting the generality of
the foregoing, shall not be released, dischargedtlerwise affected by: (i) any
extension, renewal, settlement, compromise, waic@nsent, discharge or release
by the BGS Supplier concerning any provision of Agreement(s) in respect of
any Guaranteed Obligations of the BGS Supplierilfe rendering of any judgment
against the BGS Supplier or any action to enfoheesame; (iii) the existence, or
extent of, any release, exchange, surrender, ndagben or invalidity of any
direct or indirect security for any of the GuaradeObligations; (iv) any
modification, amendment, waiver, extension of opmement to any of the
Agreement(s) or the Guaranteed Obligations agreefdom time to time by the
BGS Supplier and the Guaranteed Party; (v) any gdhém the corporate existence
(including its constitution, laws, rules, regulat$o or powers), structure or
ownership of the BGS Supplier or the Guarantoramy insolvency, bankruptcy,
reorganization or other similar proceedings affegthe BGS Supplier or its assets,
the Guarantor or any other guarantor of any ofGharanteed Obligations; (vi) the
existence of any claim, set-off or other rights eththe Guarantor may have at any
time against the BGS Supplier, the Guaranteed Rargny other corporation or

NERA
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person, whether in connection herewith or in cotioecwith any unrelated
transaction; provided that nothing herein shallvpre the assertion of any such
claim by separate suit or compulsory counterclgim) the invalidity, irregularity
or unenforceability in whole or in part of the Agment(s) or any Guaranteed
Obligations or any instrument evidencing any Gugash Obligations or the
absence of any action to enforce the same, or amyison of applicable law or
regulation purporting to prohibit payment by the 8Supplier of amounts to be
paid by it under the Agreement(s) or any of the r@oied Obligations; and (viii)
except for a failure to comply with any applicaktatute of limitations, any other
act or omission to act or delay of any kind of tB&S Supplier, any other
guarantor, the Guaranteed Party or any other catipor or person or any other
event, occurrence or circumstance whatsoever winignt, but for the provisions
of this paragraph, constitute a legal or equitathkecharge of the Guarantor’s
obligations hereunder.

5. The Guarantor hereby irrevocably waives (a) anyntrigf reimbursement or
contribution, and (b) any right of salvage agathstBGS Supplier of any collateral
security or guaranty or right of offset held by thearanteed Party.

6. The Guarantor will not exercise any rights, whi¢hmay acquire by way of
subrogation until all Guaranteed Obligations to@waranteed Party pursuant to the
Agreement(s) have been paid in full.

7.  Subject to the terms and conditions hereof, thiar@uoty is a continuing one and all
liabilities to which it applies or may apply undéme terms hereof shall be
conclusively presumed to have been created innaditaereon. Except for a failure
to comply with any applicable statute of limitatsgmo failure or delay on the part
of the Guaranteed Party in exercising any rightygroor privilege hereunder, and
no course of dealing between the Guarantor anGtlaanteed Party, shall operate
as a waiver thereof; nor shall any single or pheiercise of any right, power or
privilege hereunder preclude any other or furthereise thereof or the exercise of
any other right, power or privilege. The rights,wgss and remedies herein
expressly provided are cumulative and not exclus¥eany rights, powers or
remedies, which the Guaranteed Party would otheriiave. No notice to or
demand on the Guarantor in any case shall entideGuarantor to any other or
further notice of demand in similar or other cir@gtances or constitute a waiver of
the rights of the Guaranteed Party to any otherfwther action in any
circumstances without notice or demand.

8. This Guaranty shall be binding upon the Guarantat apon its successors and
assigns and shall inure to the benefit of and lberesable by the Guaranteed Party

NERA
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10.

11.

12.

and its successors and assigns; provided, howévatr,the Guarantor may not
assign or transfer any of its rights or obligatibleseunder without the prior written
consent of the Guaranteed Party. The assignmdrisraf the Guaranteed Party will
be in accordance with the terms of the underlyigge&ment(s).

Neither this Guaranty nor any provision hereof rhaychanged, waived, discharged
or terminated except upon written agreement of Gwaranteed Party and the
Guarantor.

The Guarantor agrees that its liability as guanasiball continue and remain in full
force and effect in the event that all or any pdrany payment made hereunder or
any obligation or liability guaranteed hereunderrézovered (as a fraudulent
conveyance, preference or otherwise) rescindedust wtherwise be reinstated or
returned due to bankruptcy or insolvency laws beowise.

All notices and other communications hereunderldf®imade at the addresses by
hand delivery, by the next day delivery serviceetive upon receipt or by certified
mail return receipt requested (effective upon salestlweekday delivery day) or
telefacsimile (effective upon receipt of evidencgluding telefacsimile evidence,
that telefacsimile was received)

If to the Guarantor:
[To be completed]

If to the Guaranteed Party:
[To be completed]

If claim is ever made upon the Guaranteed Partydpayment or recovery of any
amount or amounts received in payment or on accofiany of the Guaranteed
Obligations and the Guaranteed Party repays aadrof such amount by reason of
(@) any judgment, decree or order of any court @miaistrative body having
jurisdiction over such payee or any of its propery (b) any settlement or
compromise of any such claim effected by such payi#lk any such claimant
(including the Guarantor), then and in such evéet Guarantor agrees that any
such judgment, decree, order, settlement or comipeoshall be binding upon it,
notwithstanding any revocation hereof or the cdatieh of the Agreement(s) or
other instrument evidencing any liability of the &antor, and the Guarantor shall
be and remain liable to the Guaranteed Party hdeguior the amount so repaid or

NERA
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13.

14.

15.

16.

recovered to the same extent as if such amounnéeer originally been received
by any such payee.

The Guarantor hereby certifies that it satisfies Minimum Rating as defined in
the Agreement(s).

This Guaranty shall remain in full force and effaatil all Guaranteed Obligations
have been fully and finally performed, at whichrmiat will expire. The Guarantor
may terminate this Guaranty upon thirty (30) dayerpwritten notice to the
Guaranteed Party which termination shall be effectoinly upon receipt by the
Guaranteed Party of alternative means of securityredit support, as specified in
the Agreement(s) and in a form reasonably acceptablthe Guaranteed Party.
Upon the effectiveness of any such expiration amteation, the Guarantor shall
have no further liability under this Guaranty, egiceith respect to the Guaranteed
Obligations entered into prior to the time the eapon or termination is effective,
which Guaranteed Obligations shall remain guarahpegsuant to the terms of this
Guaranty until finally and fully performed.

The Guarantor represents and warrants that: (8 duly organized and validly
existing under the laws of the jurisdiction in whit was organized and has the
power and authority to execute, deliver, and perfahis Guaranty; (i) no
authorization, approval, consent or order of, gigteation or filing with, any court
or other governmental body having jurisdiction otlee Guarantor is required on
the part of the Guarantor for the execution, dejivand performance of this
Guaranty except for those already made or obtaifiédhis Guaranty constitutes a
valid and legally binding agreement of the Guargrdad is enforceable against the
Guarantor, except as the enforceability of this i@oy may be limited by the
effect of any applicable bankruptcy, insolvencyprganization, moratorium or
similar laws affecting creditor’s rights generadlgd by general principles of equity;
and (iv) the execution, delivery and performancéhef Guaranty by the Guarantor
have been and remain duly authorized by all necgssaporate or comparable
action and do not contravene any provision of its [insert
appropriate corporate organizational document, sashDeclaration of Trust,
Limited Liability Agreement, Articles of Incorpotiah or by-laws] or any law,
regulation or contractual restriction binding owitits assets.

This Guaranty and the rights and obligations ofB&S Supplier and the Guarantor
hereunder shall be construed in accordance withgaweérned by the laws of the
State of New Jersey. The Guarantor and Guarantedg Pintly and severally

agree to the exclusive jurisdiction of State arakfal courts located in the State of
New Jersey over any disputes arising or relatinghi®e Guaranty and waive any
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17.

18.

19.

objections to venue or inconvenient forum. The 1@Gotr and Guaranteed Party
each hereby irrevocably waive any and all rightsitd by jury with respect to any
legal proceeding arising out of or relating to tGigaranty.

This writing is the complete and exclusive statetradrthe terms of this Guaranty
and supersedes all prior oral or written represiems, understandings, and
agreements between the Guaranteed Party and thrar@Gurawith respect to subject
matter hereof. The Guaranteed Party and the Gioaragree that there are no
conditions to the full effectiveness of this Gudyan

Every provision of this Guaranty is intended to $everable. If any term or

provision hereof is declared to be illegal or inddbr any reason whatsoever by a
court of competent jurisdiction, such illegality owalidity shall not affect the

balance of the terms and provisions hereof, whacin$é and provisions shall remain
binding and enforceable. This Guaranty may be deélcin any number of

counterparts, each of which shall be an original, &l of which together shall

constitute one instrument.

No Trustee or shareholder of Guarantor shall bd teebny liability whatsoever for

any obligation under this Guaranty, and such Gugrahall not be enforceable
against any such Trustee in their or his or heividdal capacities or capacity.

This Guaranty shall be enforceable against thet@éessof Guarantor only as such,
and every person, firm, association, trust or capon having any claim or

demand arising under this Guaranty and relatinGuarantor, its shareholders or
Trustee shall look solely to the trust estate ofa@ntor for the payment or
satisfaction thereof.

NERA
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IN WITNESS WHEREOF, the Guarantor has caused thiar@hty to be executed and
delivered as of the date first above written tcelfective as of the earliest effective date
of any of the Agreement(s).

[GUARANTOR]

By:
Title:

Accepted and Agreed to:
(EDC)

By:

Title:

NERA
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