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A. FP PRICING AND CUSTOMER RATES

A.l. Overview

The BGS-FP Auction is a rolling procurement that each year aims to contract
approximately one-third of the needed supply for three years. For the period June 1, 2012
to May 31, 2013, BGS-FP Load would be supplied by the winners of three BGS-FP
Auctions. The number of tranches for each BGS-FP Auction (*Auction”) is shown in
Table A-1 below using Public Service Electric and Gas (“PSE&G™)" as an example.

Table A-1. Example Composition of BGS-FP Supply for PSE&G, 2012/2013

. Number Final Auction Seasonal Billing
Auction Product of X
Price (¢/kWh) Factors
Tranches

. Summer — 1.0000°

2012 3-year term 29 (to be determined) Winter — 1.00002
3-year term Summer —-1.0000

2011 (2 years remaining) 28 9.430 Winter — 1.0000
3-year term Summer — 1.0000

2010 (1 year remaining) 28 9.517 Winter — 1.0000

The EDCs pay BGS-FP Suppliers the final auction price times the seasonal billing factor
in the BGS-FP Supplier Master Agreement. For example, BGS-FP Suppliers that won
PSE&G tranches in the February 2010 BGS-FP Auction are paid 9.577¢/kWh in summer
months (9.577¢/kWh times the summer seasonal billing factor of 1.0000). The derivation
of the seasonal billing factors is discussed below.

BGS-FP customers pay rates that are determined on the basis of the weighted average
cost of supply for all the component auction products used to serve the BGS-FP Load at
the time, and on the basis of conversion factors that are specific to each rate class. The
conversion factors translate the weighted average cost of supply into rates that are
specific to each class. These conversion factors are based on the cost of a rate class

1" The other Electric Distribution Companies (“EDCs”) are: Jersey Central Power & Light Company
(“JCP&L™), Atlantic City Electric Company (“ACE”), and Rockland Electric Company (“RECQO”).

2 Seasonal billing factors from the compliance filing. These factors will be updated approximately two
weeks prior to the BGS-FP Auction and are subject to change.
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2 ¢ FP PRICING AND CUSTOMER RATES FP AucTioN

relative to the total EDC system cost for BGS. The derivation of customer rates is
discussed in greater detail below.

A.2. Supplier Payment

Each EDC pays its BGS-FP Suppliers the final auction price for that EDC times an EDC-
specific seasonal billing factor. For each EDC, there is one seasonal billing factor for the
summer (June 1 to September 30) and one for the remaining winter months. The rate
design methodology and seasonal billing factors that have been developed for 2012 use
the same methodology the EDCs have applied historically. The current pattern of market
prices results in atypical values where the summer factor is less than one while the winter
factor is greater than one for some of the EDCs. The EDCs will set the summer and
winter factors to 1.0 for any EDC whose rate design methodology results in atypical
values. The EDCs will update, approximately two weeks before the BGS-FP Auction,
the calculations under their rate design methodology using the latest available market
data and the then current 2012 values for the PJM capacity and transmission obligations.

For each EDC, the seasonal billing factors are calculated by taking the ratio of the
projected per-MWh seasonal cost® to the projected per-MWh annual cost. Using PSE&G
as an example (from the compliance filing), the calculation of seasonal factors can be
summarized as follows:

Table A-2. Example Calculation of Seasonal Billing Factors for PSE&G

Total Costs  Average Costs Average Seasonal Billing Factor:

by Season by Season Cost Ratio of Seasonal to
($000s) ($/MWh) ($/MWh) Average Cost
Summer $1,065,706 80.03 1.0000
Winter $1,642,762 80.61 1.0000
Total $2,708,467 80.38

® For purposes of customer rate design and the development of seasonal billing factors only, each EDC
makes and uses projections of FP-eligible billing determinants, energy requirements and cost. Cost
projections reflect market prices when the projection was made and include no allowance for risk,
administration costs, or other relevant factors. These projections are visible in their entirety in each
EDC’s Company Specific Addendum and are summarized later in this section. The EDCs do not present
these cost and volume projections as information for bidders to rely on, or for any purpose other than
determining customer rate design and seasonal billing factors.
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The derivation is based on estimating the bulk system energy and cost for serving BGS-
FP eligible load in order to calculate seasonal billing factors. All inputs to and the
calculation of seasonal billing factors are visible in their entirety in the BGS-FP Pricing
Factor spreadsheets and the inputs are summarized later in this section. BGS-FP Pricing
spreadsheets are also available on the “Additional Data” sub-tab of the BGS Data Room
at: http://www.bgs-auction.com/bgs.dataroom.occ.asp.  Given an all-in price (the
weighted average cost of supply), seasonal prices are equal to the all-in price times the
seasonal billing factor.

An EDC pays each BGS-FP Supplier for the proportion of the EDC’s BGS-FP Load
represented by the number of tranches it has won at the Auction. The EDC issues a
statement for each billing month and pays its BGS-FP Suppliers according to a
preliminary allocation of BGS-FP energy. The Tranche Fee is assessed on the first
invoice of the supply period. A final energy allocation for each month will be produced
subsequently and compared to the preliminary allocation. Any differences will be
reflected in a billing adjustment on future statements. If there are corrections or
adjustments that would have resulted in changes in the PJIM settlement, but the deadline
for settlement has passed, the EDC will settle the difference directly with the BGS-FP
Supplier. BGS-FP Suppliers are paid based on energy volumes that PJIM has de-rated for
losses as part of marginal loss implementation procedures. The energy volume for which
BGS-FP Suppliers will be paid will be equal to the energy volume for which they settle
with PJM.

This summary is intended for bidder convenience. For a complete description of billing
and payment, consult the BGS-FP Supplier Master Agreement including Article 9
(Billing and Payment) and Section 15.9 (Changes in Transmission Rates for Firm
Transmission Service). Please note that the Board approved changes to Section 15.9 this
year. The BGS-FP Supplier Master Agreement is included as section D of this FP
portion of this information packet and is posted in two locations:
http://www.bgs-auction.com/bgs.bidinfo.cc.asp and
http://www.bgs-auction.com/bgs.auction.regproc.asp.

A.3. Retail Customer Rates

A.3.a. Weighting of Auction Prices

Customer rates for the period June 1, 2012 to May 31, 2013 will be based on a weighted
average cost of supply for all component auction products used to serve the BGS-FP
Load for that period, and on the basis of conversion factors that are specific to each rate
class.
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4 ¢ FP PRICING AND CUSTOMER RATES FP AucTioN

The weighted average cost for a given EDC would be calculated as follows. (Table A-3
illustrates each step for PSE&G assuming, purely for illustrative purposes, a final auction
price in 2012 of 8.038¢/kWh.) For each component auction product and for each season,
the clearing price is multiplied by the seasonal billing factor and by the number of
tranches. The sum is taken for each season and is divided by the total number of
tranches. The result is a price for each season. These prices are weighted by the
proportion of BGS-FP energy at the bulk system level* projected to occur in each season
to obtain a single value — a seasonally-adjusted weighted price. This seasonally-adjusted
weighted price is the weighted average cost of supply for all the component auction
products used to serve load for the June 1, 2012 to May 31, 2013 period.

Table A-3. Example Calculation of Seasonally-Adjusted Weighted Price

Summer
Final
Seasonal Auction
Tranches Factor Price Total
29 X 1.0000 X 8.038 = 233.102
28 X 1.0000 X 9.430 = 264.040
28 X 1.0000 X 9.577 = 268.156
Total = 765.298
Divided by total tranches (85) = 9.004¢/kWh
Winter
Final
Seasonal Auction
Tranches Factor Price Total
29 X 1.0000 X 8.038 = 233.102
28 X 1.0000 X 9.430 = 264.040
28 X 1.0000 X 9.577 = 268.156
Total = 765.298

Divided by total tranches (85) 9.004¢/kWh

* Energy at the bulk system level is the forecast energy de-rated pursuant to PJM’s marginal loss
implementation.
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Average

Tranche-

weighted

Energy, GWh Price Total
Summer 13,316 X 9.004 = 119,897
Winter 20,379 X 9.004 = 183,493
Totals 33,695 = 303,390
Seasonally-adjusted weighted price = 9.004¢/kWh

A.3.b. Translation to Customer Rates

Rates for each rate class of an EDC for June 1, 2012 through May 31, 2013 will be
determined by multiplying the weighted average cost of supply by conversion factors for
each rate class. The conversion factors are developed using the EDCs’ rate design
methodologies as provided in each EDC’s Company Specific Addendum. Under this
approach, a customer class that is more expensive to serve on average than other
customer classes would have a higher rate for electricity. The BGS-FP rate design is
approved by the Board for one year and could be subject to change after May 31, 2013.

The methodology for developing the conversion factors to translate the seasonally-
adjusted weighted price to customer rates begins by estimating the average cost per unit
associated with supplying all customers eligible for BGS-FP. This ‘system average cost’
is a simple and rough estimate that includes only factors easily determined from market
and load data and excludes any estimate of cost uncertainty or risk. This system average
cost is then compared to the cost for individual customer classes. This comparison
becomes the basis for deriving the conversion factor for each customer class.

All the EDCs estimate system costs using the same approach. Costs including energy,
capacity and transmission, are derived using inputs including:

= FP-eligible load by rate class;
= Forward energy market prices;
= Off-peak price ratios by season, based on historical market prices;

= Congestion price ratios by EDC zone and by season, based on historical market
price analysis;
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= RPM capacity prices;
= Network transmission cost from the PJM OATT; and
= Estimated ancillary services cost.

Inputs used by the EDCs are provided in the following two tables. (RECO used a
weighting of PJM Western hub prices with NYISO forward prices, with NYISO prices
receiving a 9.6% weighting. Please see RECQO’s Company Specific Addendum for
details.)

Table A-4. PIJM Western Hub Prices Based on November 2011 Forwards

On-Peak
Month

($/MWh)
January 56.39
February 56.39
March 50.01
April 50.01
May 49.14
June 52.16
July 59.62
August 59.62
September 48.54
October 44.40
November 44.70
December 52.85
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Table A-5. BGS-FP Pricing Inputs

PSE&G JCP&L ACE RECO?

Off-peak/peak price | Summer 0.6362

ratio Winter 0.7834

Peak zone Summer 1.11 1.11 1.14 1.07
congestion factor Winter 1.12 1.10 1.09 1.07
congestion factor Winter 1.09 1.08 1.08 1.06
$/MW-day Winter 184.69 135.18 | 17028 | 155.49
Ancillary services cost $/MWh 3.00 3.00 3.00 2.91
Network Transmission 22 395,68 i 25 813 32 114

$/MW-year

These costs and factors are used to estimate annual and seasonal bulk system costs based
on projected customer usage (grossed up to account for losses adjusted for de-ration
factors pursuant to PJM’s marginal loss implementation), and transmission and capacity
obligations by rate class.

Bulk system level costs are calculated for each rate class and compared to the system
average cost. Some customers have a single all-hour energy rate; others have rate
components such as time of use rates, demand charge, capacity obligation charge, and
block rates by volume of usage.

The conversion factors are derived by comparing the system average cost to the bulk
system level costs for each rate class. In general, the conversion factor for a given

RECO’s capacity and ancillary services cost estimates include a 9.6% weighting of corresponding
NYISO estimated costs.

For PSE&G, ACE, and RECO this capacity cost figure represents the 3-year average RPM cost from
June 1, 2012 to May 31, 2015, net of Capacity Transfer Rights (“CTRs”). JCP&L accounts for BGS costs
on an individual year basis and this capacity cost figure represents the June 1, 2012 to May 31, 2013
RPM cost.

JCP&L accounts for transmission cost by applying the applicable tariff rates by rate class. The other
EDCs apply a constant rate to transmission obligation.
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customer class is the ratio of the bulk system level costs for the rate class to the system
average cost. If this factor is, for example, 1.2, it indicates that the class is 1.2 times
more expensive to serve than the system as a whole. Thus, the retail rate to be paid by
the class will be set at 1.2 times the weighted average cost of supply.

Please note that the identical inputs and spreadsheets used to develop the class rate design
and contained in the Company Specific Addenda are also used to develop the seasonal
billing factors. These spreadsheets are available in Excel format in the “Additional Data”
sub-tab of the BGS Data Room at: http://www.bgs-auction.com/bgs.dataroom.occ.asp.

The Company Specific Addenda describe the specific rate design methodologies in detail.
Additionally, each Company Specific Addendum contains a rate design spreadsheet that
includes information on billing determinants by rate class and rate component, and draft
tariff sheets. These documents are available at:
http://www.bgs-auction.com/bgs.auction.regproc.asp and
http://www.bgs-auction.com/bgs.dataroom.occ.asp.

A.3.c. Rate Adjustment Factors

For PSE&G, ACE, and RECO, there are additional factors called Rate Adjustment
Factors used to determine the retail rate. The Rate Adjustment Factors are equal to the
dollar differences between the anticipated billed revenue and supplier payments in a
season, divided by the total anticipated billed BGS-FP energy related charges in that
season. (Note that RECO includes demand charges for its SC2 rate class when
calculating SC2 anticipated billed revenue.) A difference arises between anticipated
revenue and anticipated supplier payments as rate conversion factors for these three
EDCs (and the seasonal billing factors for the Auction) are based on one year of cost data
while the payments made to suppliers reflect seasonal billing factors from three different
Auctions and three years of cost data. The Company Specific Addenda to the compliance
filing describe these rate adjustment factors.

A.3.d. JCP&L Variation

The methodology used by JCP&L to derive conversion factors is slightly different from
that used by the other EDCs. PSE&G, ACE and RECO derive conversion factors using
the cost inputs for the coming supply year only. For these three EDCs, the Rate
Adjustment Factor is then added so that seasonal revenue and seasonal supplier payments
correspond. JCP&L derives conversion factors by incorporating cost information from
component products from all three Auctions used to supply the BGS-FP Load for the
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coming year. (See the description of Tables 15 and C7 of the BGS Pricing Spreadsheet in
JCP&L’s Company Specific Addendum.) As a result, JCP&L does not require a specific
Rate Adjustment Factor.

All EDCs use the same approach to calculate seasonal billing factors for deriving supplier
payment rates.

A.4. The Retail Margin

The Board eliminated the Retail Margin as of June 1, 2011.

A.5. Retail Rate Comparisons

Draft tariff sheets have been posted to the “regulatory process” sub-tab of the Auction tab
of the BGS Auction web site. These were included in the EDCs’ compliance filing.

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.pseg.com/companies/pseandag/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/tariffsandreqgulatorydocuments/newjersey/scheduleforelect
ricservice.html
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B. OVERVIEW OF FP CREDIT REQUIREMENTS

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

B.1. Application Process

The application process for the BGS-FP 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 16.000¢/kWh.

With their Part 2 Applications, all Qualified Bidders submit a pre-auction letter of credit
(or bid bond) in the amount of $500,000 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-FP 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 additional pre-auction credit requirements that may be applicable to some
Applicants. These are detailed in the next section.
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B.3. Additional Pre-Auction Credit Requirements Applicable to
Some Applicants

Qualified Bidders applying to participate in the BGS-FP Auction may be asked to submit
additional financial assurances in the form of a Letter of Reference and/or a Letter of
Intent to Provide a Guaranty. Whenever a Qualified Bidder is relying on the financial
standing of a Guarantor, the Qualified Bidder will be required to submit a Letter of Intent
to Provide a Guaranty from the Guarantor with its Part 2 Application. A Qualified
Bidder (whether or not the Qualified Bidder is relying on the financial standing of a
Guarantor) may also be required to submit a Letter of Reference from its financial
institution. The circumstances where additional pre-auction credit requirements will be
imposed are further explained below.

B.3.a. Credit Evaluation Process

A committee of representatives from the Electric Distribution Companies (“EDCs”) will
assess each Applicant’s creditworthiness based on information provided with the Part 1
Application. If the Applicant is relying on the financial standing of a Guarantor, the
creditworthiness of the Guarantor will be assessed instead. The committee determines,
for the Applicant (or the Guarantor), the credit rating and the tangible net worth
(“TNW?”). The committee also takes into account any on-going BGS-FP obligations held
by the Applicant.

The assessment of whether additional financial assurances are needed and the amount of
such financial assurances is based on three measures: (1) the Independent Credit
Threshold (“ICT”), (2) the Previous Independent Credit Requirement (“PICR”)
associated with on-going BGS-FP obligations, and (3) the Independent Credit
Requirement associated with the indicative offer (“the Indicative Offer ICR”). These
measures and the committee’s assessment are explained below.

B.3.b. Independent Credit Threshold (“ICT”")

The ICT is a measure of the unsecured credit line that the Qualified Bidder could be
granted by a single EDC under the terms of the Agreement. The ICT is calculated as a
percentage of the Applicant’s (or its Guarantor’s) TNW based on the Applicant’s credit
rating. The credit rating is the lower of the two highest ratings from Standard & Poor’s
Rating Services (“S&P”), Moody’s Investors Service, Inc (“Moody’s”), Fitch, Inc

New Jersey’s four EDCs are 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”).
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(“Fitch”), or A.M. Best Company (“A.M. Best”). If the two highest ratings are the same,
this common rating is used. Please see Table B-1 below.

Table B-1. Determination of Independent Credit Threshold

Credit Rating of the Applicant or Guarantor

- Max. ICT
S&P Moody’s Fitch A.M. Best
A- and above A3 and above A- and above aaa 16% of TNW
BBB+ Baal BBB+ aa 10% of TNW
BBB Baa2 BBB a 8% of TNW
BBB- Baa3 BBB- bbb 6% of TNW
Below BBB- Below Baa3 Below BBB- Below bbb 0% of TNW

B.3.c. Previous Independent Credit Requirement (“PICR”)

The PICR is a measure of the BGS-FP obligations that the Applicant is currently holding.
It is the largest aggregate ICR amount that the Applicant has with an EDC, where the
aggregate ICR amount is the sum of current ICRs over all Agreements between a BGS-
FP Supplier and the EDC. For example, assume an Applicant has the following ICRs:

Table B-2. Determination of Previous Independent Credit Requirement

PSE&G JCP&L ACE RECO
. 1 tranche 1 tranche 1 tranche
2011 Auction (ICR=$1.9M)  (ICR = $1.9M) (ICR = $1.9M)
. 1 tranche
2010 Auction (ICR = $1.3M)
Aggregate ICR by EDC $3.2M $1.9M $1.9M
PICR $3.2M

In this case, the Applicant has the greatest ICR with PSE&G. Its PICR will therefore be
set at $3.2 million, the Applicant’s sum of current ICRs for Agreements with PSE&G.
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B.3.d. Independent Credit Requirement Associated with the Indicative
Offer

The “Indicative Offer ICR” is the number of tranches in the indicative offer at the
maximum starting price multiplied by the Independent Credit Requirement per tranche
(“ICRT™), which is $2.4 million. For the purposes of assessing the need for financial
assurances at the application stage, the $500,000 per tranche provided as a pre-auction
letter of credit is subtracted from the $2.4 million contractual ICR. Hence, financial
assurances are required for an incremental $1.9 million per tranche.

B.3.e. Assessment

If an Applicant is relying on a Guarantor’s financial standing, the Applicant will be
required to provide a Letter of Intent to Provide a Guaranty. The Applicant will also be
required to post a Letter of Reference if the Guarantor’s ICT (the measure of the
unsecured credit line) is not sufficient to cover the PICR plus the Indicative Offer ICR.

If an Applicant is relying on its own financials, the Applicant will be required to post a
Letter of Reference if the Applicant’s ICT is not sufficient to cover the Applicant’s PICR
plus the Indicative Offer ICR.

An Applicant may submit a pre-auction letter of credit (or bid bond) in the amount of
$2.4 million per tranche of the indicative offer at the maximum starting price to cover the
entire Indicative Offer ICR instead of submitting a Letter of Intent to Provide a Guaranty
and/or Letter of Reference.

An Applicant therefore falls into one of the following five categories.

1.  The Applicant only needs to provide a pre-auction letter of credit. This will be
the case when the Applicant relies on its own financial standing and the
Applicant’s ICT is sufficient to cover the Applicant’s Indicative Offer ICR and
PICR.
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Example 1.

An Applicant is rated “A” by Fitch and S&P. The Applicant has a rating of “Al1” by
Moody’s. Looking at the first row of Table B-1, the allowed percentage is 16% of the
Applicant’s TNW. The Applicant’s TNW is $800M, and the Applicant’s indicative
offer is 20 tranches at the maximum starting price.

In addition, the Applicant is currently serving two tranches from the 2011 BGS-FP
Auction, both with the same EDC.

The Applicant does not need to provide additional financial guarantees since the
allowed percentage of the TNW, 16% of $800M which is $128M, exceeds $41.8M,
which is the sum of the amount of the indicative offer, 20 times $1.9M, which is $38M,
plus $3.8 million, the PICR from the 2011 BGS-FP Auction (i.e., 2 times $1.9M).

2. The Applicant will be required to provide a Letter of Reference for a portion of
the Indicative Offer ICR. This is the case when the Applicant relies on its own
financial standing, the Applicant meets the Minimum Rating, but the Applicant’s
ICT is not sufficient to cover its Indicative Offer ICR and its PICR.

Example 2.

An Applicant is rated “A” by Fitch, “Baal” by Moody’s, and “BBB+” by S&P. The
rating used is “Baal” because this is the lower of the two highest ratings. From Table
B-1, the allowed percentage of TNW is 10%. The Applicant is not a current BGS-FP
Supplier and so has a PICR of zero. The Applicant has a TNW of $150M and the
Applicant submits an indicative offer of 10 tranches. The allowed percentage of the
TNW, 10% of $150M, which is $15M, falls short of the amount of the indicative offer,
10 times $1.9M, which is $19M, by $4M. The Applicant must submit a Letter of
Reference for an amount of at least $4M.

3. The Applicant will be required to submit a Letter of Reference for the full
Indicative Offer ICR ($1.9M times the number of tranches of the Applicant’s
indicative offer). This is the case if the Applicant relies on its own financial
standing and the Applicant does not meet the Minimum Rating. The Letter of
Reference must be for an amount of at least $1.9M times the number of tranches
of the Applicant’s indicative offer, regardless of the PICR, since the PICR will
have been secured with a letter of credit or a cash deposit.
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Example 3.

An Applicant has a rating of “C” from both Fitch and S&P. From Table B-1, the
allowed percentage is 0% of the Applicant’s TNW. The Applicant’s indicative offer is
10 tranches at the maximum starting price. The Applicant must submit a Letter of
Reference in the amount of at least $19M (10 times $1.9M).

4.  The Applicant will be required to submit a Letter of Intent to Provide a Guaranty
for the full Indicative Offer ICR ($1.9M times the number of tranches of the
Applicant’s indicative offer). This is the case when the Applicant has a Guarantor
that meets the Minimum Rating and whose ICT (calculated in accordance with
Table B-1) is sufficient to cover the Applicant’s Indicative Offer ICR and the
PICR currently guaranteed by the same Guarantor.

Example 4.

An Applicant has a Guarantor whose lowest of two senior unsecured debt ratings is
“A” by Fitch. From Table B-1, the allowed percentage is 16% of the Guarantor’s
TNW. The Guarantor’s TNW is $800M, and the Applicant’s indicative offer is 20
tranches at the maximum starting price. The Applicant is currently serving five
tranches from the 2011 BGS-FP Auction with the same EDC and has a PICR of $9.5M
(5 times $1.9M). The Guarantor’s TNW is sufficient since 16% of $800M, which is
$128M, exceeds the $47.5M combined amount of the indicative offer (20 times $1.9M,
which is $38M) and the PICR ($9.5M). The Applicant must submit a Letter of Intent
to Provide a Guaranty signed by the Guarantor for the amount of the indicative offer,
which is $38M.

5.  The Applicant will be required to submit a Letter of Intent to Provide a Guaranty
for a portion of the Indicative Offer ICR and a Letter of Reference from its
financial institution for at least the remaining portion of the Indicative Offer ICR.
This is the case if the Applicant has a Guarantor that meets the Minimum Rating
but whose ICT is not sufficient to cover both the Applicant’s Indicative Offer ICR
($1.9M times the number of tranches) and the amount of the PICR currently
secured by the same Guarantor. These amounts will depend on the Guarantor’s
credit rating and TNW, on the Applicant’s indicative offer, and on the PICR
secured by the same Guarantor.
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Example 5.

An Applicant’s Guarantor is rated “BBB+” by both Fitch and S&P, but is rated “Baa2”
by Moody’s. The rating used is “BBB+” because when an Applicant is rated by three
or four rating agencies, and the ratings are split, the lower of the two highest ratings is
used.

From Table B-1, the allowed percentage of TNW is 10%. The Guarantor has a TNW
of $350M and the Applicant submits an indicative offer of 20 tranches. The Applicant
has a PICR of $1.9M from serving a single tranche from the 2011 BGS-FP Auction.
The allowed percentage of the TNW, 10% of $350M, which is $35M, falls short of the
$39.9M combined amount of the indicative offer (20 times $1.9M, which is $38M) and
the PICR ($1.9M) by $4.9M. The Applicant has previously submitted a Guaranty in
the amount $1.9M, and now submits a Letter of Intent to Provide a Guaranty for an
amount of $33.1M ($35M — $1.9M). The Applicant must also submit a Letter of
Reference for an amount of at least $4.9M. Alternatively, the Applicant may choose
not to submit a Letter of Intent to Provide a Guaranty, and instead submit a Letter of
Reference for $39.9M.

B.4. Credit Information during the BGS-FP Auction

During the BGS-FP Auction, potential initial marks for the Mark-to-Market (“MtM”) are
emailed each morning to bidders with positive eligibility remaining in the Auction. The
marks posted as of the day that the BGS-FP Auction closes become the initial marks.

B.5. Return of Pre-Auction Security for all BGS-FP 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.
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= 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-FP 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.

B.6. Credit Process for BGS-FP Winners upon Signing the BGS-
FP 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.

Upon execution of the Agreement, the Supplier will be responsible for meeting the ICR
and the Total Exposure Amount (“TEA”). There are two types of security: security for
the ICR and security for the TEA. Separate instruments are typically used to post these
two types of security. For example, if the Supplier is using a letter of credit as security,
two letters of credit are posted, one for the amount of the ICR and one for the TEA.

B.6.a. ICR

The ICR that will be required of Suppliers will initially be $2.4 million times the number
of tranches won by the Supplier and will decline over the supply term in accordance with
the schedule included in Appendix B to the Agreement.
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Suppliers post the combined amount of the ICRs for all Agreements between a Supplier
and an EDC. This combined amount is called the aggregate ICR amount. The aggregate
ICR amount may be posted in the form of a letter of credit, a Guaranty, or a cash deposit.
Credit instruments previously posted to cover ICRs under previous Agreements would be
returned.

B.6.b. Mark-to-Market and Total Exposure

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 MtM
Exposure Amount arising under the current Agreement; (ii) any amount(s) designated as
the “MtM Exposure Amount” arising under any other BGS Supply agreements providing
for “BGS-FP Supply” or similar BGS service; and (iii) the amount designated as the
“credit exposure” under any other BGS Supply agreements providing for BGS-CIEP

Supply.

The MtM is calculated as follows. The initial “mark” for each Billing Month will be set
when the Auction closes, based on the marks posted that day. The differences between
the available forward market prices on the valuation date and the initial mark prices for
the corresponding months will be used to calculate the daily exposures for the Supplier.
The total MtM credit exposure will be equal to 1.1 times the sum of the MtM credit
exposures for each Billing Month. The MtM Exposure Amount (“MtMEA?”) for a given
Agreement is found by deducting the Accounts Payable (“A/P”) from the total MtM
credit exposure. The MtMEAs for all BGS Supply agreements providing for “BGS-FP
Supply” or similar service that the Supplier currently holds with the EDC are summed
and added to the credit exposures under any BGS Supply agreements providing for
“BGS-CIEP Supply” or similar BGS service to give the TEA. The contribution to the
TEA of the MtMEASs will be deemed to be zero whenever the sum of the MtMEASs yields
a number less than zero.

The TEA may exceed the amount of unsecured credit allowed to the Supplier, based on
the rating and TNW of the Supplier or its Guarantor, as indicated in Table B-2 below. In
this case margin calls may be made upon the Supplier and these margin calls will have to
be met by posting cash or a letter of credit.
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Table B-3. Credit Limits for TEA

Max. Credit Limit

Credit Rating of the Supplier or Guarantor (lesser of the % of TNW or
credit limit cap)
S&P Moody’s Fitch A.M. Best % Credit Limit
Cap
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

The MtM and TEA are calculated daily through the term of the Agreement. Margin calls
will be made whenever the amount of the TEA exceeds the sum of the Supplier’s Credit
Limit and the amount of security posted to cover the TEA. If a margin call is made, the
Supplier will have two business days to post the security required to meet the margin call.

Note that for Suppliers that rely on a Guarantor, the Guaranty may be in the form of a
specific valued Guaranty (option 1) or of a Guaranty up to the lesser of the credit limit
amount or the amount of the current TEA (option 2). If the Supplier elects option 1, the
TEA exceeds the amount of the Guaranty posted but not the amount of the unsecured
credit available to the Guarantor under the Credit Limit, and a margin call is made on the
Supplier, the Supplier will have to post cash or a letter of credit to cover the margin call,
and will only be allowed to increase the amount of the Guaranty once the cash or letter of
credit has been posted.

B.6.c. MtM and TEA Examples

In all of the following examples, the Supplier is assumed to have no BGS-CIEP Supplier
Master Agreements in place with the EDC.
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Example 1.

Consider a Supplier that has one tranche won in the 2011 Auction with a given EDC
(Agreement A). If the total MtM credit exposure for Agreement A is $1.125M, and the
A/P for Agreement A is $4M, the MtMEA is -$2.875M and the TEA would be deemed
zero.

MtM Credit Exposure A/P MtMEA
Agreement A $1.125M $4M -$2.875M
TEA=$0

Suppose now that in addition to Agreement A, the Supplier also has one tranche won in
the 2012 Auction with the same EDC (Agreement B). Agreement B has a total MtM
credit exposure of $1.5M, and no A/P (delivery has not yet begun), thus the MtMEA is
$1.5M. The TEA is —$1.375M and would be deemed to be zero.

MtM Credit Exposure A/P MtMEA
Agreement A $1.125M $4M -$2.875M
Agreement B $1.5 $0 $1.5M
TEA =-$1345
TEA=$0

Example 2.

Consider a Supplier that has one tranche won in the 2011 Auction (Agreement A). If the
total MtM credit exposure of Agreement A is $5M, and the A/P for Agreement A is
$4M, the MtMEA is $1M and TEA is $1M.

MtM Credit Exposure A/P MtMEA
Agreement A $5M $4M $1M
TEA=$1M

Suppose that in addition to Agreement A, the Supplier has also one tranche won from the
2012 Auction (Agreement B). Agreement B has a total MtM credit exposure of —$1.5M,
and no A/P (delivery has not yet begun). Agreement B therefore has an MtMEA of —
$1.5M. The TEA is therefore deemed to be $0, as shown in the table below.
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MtM Credit Exposure A/P MtMEA
Agreement A $5M $4M $1M
Agreement B -$1.5M $0 -$1.5M
TEA=%0
NERA
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C. FINAL BGS-FP AUCTION RULES

Note: This is a courtesy copy of the Final BGS-RRthn Rules. The official version is providedtba
BGS Auction web site (http://www.bgs-auction.comtidinfo.ar.asp). Section references providetha
official version of the Final BGS-FP Auction Ruleave been preserved herein to maintain consistency
between the Final BGS-FP Auction Rules posted envitb site and this courtesy copy.

IX.A. Introduction

IX.A.l. 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”). Approximately one-third of each EDC’s 8a Generation Service Fixed-
Price ("BGS-FP”) Load was procured in an Auctiondhi@ February 2011 and is under
contract until May 31, 2014. Approximately onerthof each EDC’s BGS-FP Load was
procured through an Auction held a year earlieFéruary 2010 and is under contract
until May 31, 2013. The remainder of each EDC’s®BEP Load was procured through
an Auction held in February 2009 and these corgradt expire on May 31, 2012. The
EDCs will procure full-requirements service for {period June 1, 2012 to May 31, 2015,
through a single, statewide Auction to be held ébraary 2012. Each EDC’s BGS-FP
Load includes the load of all BGS customers exdame customers in rate classes
excluded from BGS-FP Load as described in Tablé b&low.

An EDC’s BGS-FP Load is divided into a number @inicthes, each representing
the same percentage of that EDC’s BGS-FP Load. MWemeasure of each tranche is
announced prior to the Auction, and is close to MW of FP Peak Load Share. Table
IX-2 provides, for each EDC, the number of tranctiest were procured in the 2010
BGS-FP Auction, the number of tranches that werecymed in the 2011 BGS-FP
Auction, and the number of tranches to be procurede 2012 BGS-FP Auction.

Suppliers will be bidding for the right to servg@artion of BGS-FP Load for one
or more EDCs over the three-year period from Jyr012 to May 31, 2015. The EDCs
will procure their BGS-FP Loads through a Simul@ue Descending Clock Auction
(“Clock Auction”). The Clock Auction proceeds in series of rounds. During the
bidding phase of each round, each bidder must atelibow many tranches of each
EDC’s BGS-FP Load the bidder wishes to serve githen prices announced by the
Auction Manager. The prices will be in cents pigowatt-hour. Abid is the number of
tranches of each EDC’s BGS-FP Load that a biddertsveo serve. After the bidding
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phase of a round, the Auction Manager reducesribe for the tranches of an EDC by a
decrement if the number of tranches bid by all biddis greater than the number of
tranches that are needed for that EDC. The Audflanager then announces new prices
for each EDC before bidding in the next round opefifie Auction continues and the
prices tick down until, for each EDC, the total rhenof tranches subscribed falls to the
point where it equals the number of tranches neebtléden the Auction ends, the bidders
holding tranches in the final round are the winnefdl winners for an EDC’s tranches
receive the same price, as explained in sectioG.IX..

The payment to suppliers for an EDC are shapedgusasonal factors.
Payments from June 1 through September 30 are dhppthe use of a multiplicative
summer factor on the Auction price, and paymentgHe remaining months are shaped
by the use of a winter multiplicative factor on tAaction price. The factors by which
the Auction prices will be multiplied to obtain tlimmer and winter payments are
specific to each EDC. Provisional seasonal faaipdated for these Final Auction Rules
are provided in section IX.A.3. To the extent ttre transmission rates change and that
the Board of Public Utilities (“Board”) approvescarresponding change to the BGS-FP
customers’ rates: (1) if such a change resultsiimerease in BGS-FP customers’ rates,
then any additional revenues collected as a reddtich an increase, once approved by
the FERC in a final ordérand no longer subject to refund, would be to theefit of
BGS-FP suppliers; or (2) if such a change resulta decrease in BGS-FP customers’
rates, then any decrease in revenues would resalreduction of payments to BGS-FP
suppliers. The parameters of what constitutes agghan transmission rates are specified
in section 15.9 of the BGS-FP Supplier Master Agreset.

At a given point in time, BGS-FP Load is servedsoyppliers that have won the
right to supply BGS-FP for rolling three-year term®n June 1, 2012, one-third of the
BGS-FP Load will be served by suppliers with a ¢hyear contract ending on May 31,
2013, one third of the BGS-FP Load will be served duppliers with a three-year
contract ending May 31, 2014, and the remainingitiill be served by suppliers with a
three-year contract ending May 31, 2015. The rpted by BGS-FP customers are a
function of the tranche-weighted average of thetucprices obtained for the various
contract terms adjusted for the seasonal paymenbor&a BGS-FP is not an hourly
service. BGS-FP rates will be established at ithe bf the Auction and filed with the
Board within 60 daysof a Board decision to approve the Auction resuBSS-FP rates
will thus be communicated to customers well in ambeaof the supply period. Each EDC
describes, in its Company Specific Addendum, the esign methodology that it

! In its Order dated November 9, 2011, the Boamt@ged changes to the definition of final ordemfro
the FERC and to section 15.9 of the BGS-FP Suppiaster Agreement to provide greater certainty
regarding payments for changes in transmissiors rateluding revised formula transmission rates.

2 Unless otherwise specified, “days” refers to bass days.
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applies to its particular rate classes and ratettre. The EDCs will provide to potential
bidders all necessary information concerning howctdun prices are translated into
customer rates, including a calculating tool thaplhys the rate structure for each EDC
that would result from given prices in the 2012 BES Auction. The rate design will
apply from June 1, 2012 to May 31, 2013. The datgign may be revised for the supply
period starting June 1, 2013.

The Board has approved the Auction Process andwitiverseeing the Auction.
Following the end of the Auction, the Board willaitde whether to approve the Auction
results and if it does, winners will become authed BGS-FP suppliers.

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

Basic Generation Service, or BGS, is the electric supply for those retall
customers who are not served by a third party seppBGS Load is the load associated
with these customers, and it is obtained by subtrgqdhe 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 Load (“BGS-CIEP Load”)
andBGS Fixed-Price Load (“BGS-FP Load”). The Board lowered the CIEP line from
1,000 kW to 750 kW for the period starting Jun2@11. An EDC’s BGS-CIEP Load is
defined to include the sum of the hourly load dfBX6S-CIEP customers, adjusted for
losses. An EDC’s BGS-FP Load is obtained by sehbtryg BGS-CIEP Load from BGS
Load. Table IX-1 provides the list of rate clas&aswhich either all customers, or only
customers with a peak load contribution of 750 ki\geeater, must currently take BGS
on a CIEP tariff or rate and that are thus excludech each EDC’s BGS-FP Load. All
remaining customers afeP customers and such customers may, if they choose BGS,
take this service on an FP (rather than a CIEHj tarrate. On any meter reading date
and with requisite prior notice, a customer takB@S-FP may switch to a third party
supplier, and an FP customer taking service frothiral party supplier may switch to
BGS-FP.
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Table IX-1. Customers That Must Take BGS on a CIEP Tariff (Excluded from BGS-

FP)
Customers - Voltage
EDC Rate Class Included Description Level
High Tension Service General purposes at high 138,000v
("HTS-HV") Al voltages o
230,000V
High Tension Service General purposes at 26,400V to
All
(“HTS-Sub”) subtransmission voltages 69,000V
PSE&G
L_argg Powgr and ' ngeral purposes at 2 400V to
Lighting, Primary Service All primary distribution
(“‘LPL-P7) voltages 13,200V
Large Power and General purposes at
Lighting, Secondary ;?galt(gy or secondary distribution iggx to
Service (“LPL-S”) voltages
General Service Primar ngeral purposes at 2,400V to
Yol rimary distribution
(“GP") P y 34,500 YV
voltages
General purposes at
General Service Al transmission voltages 34,50@v
Transmission (“GT") . . .
JCP&L All High Tension Service 230,000V
, General purposes at
General Ser)"ce,, 750 kW or secondary distribution 120 — 480V
Secondary (“GS”) greater
voltages
General Service 750 kKW or General purposes at
Secondary Time-of-Day reater secondary distribution 120 — 480V
(“GST") 9 voltages
Transmission General All General purposes at high 23,000V or
Service (“TGS") voltages higher
Annual General Service — General purposes at
Primary ("“AGS- 750 kW or primary distribution 4,000 &
Primary”) greater voltages 12,000V
Annual General Service =750 kW or General purposes at
ACE Secondary (“AGS- reater secondary distribution 120 — 480V
Secondary”) 9 voltages
Monthly General Service General purposes at
Primary ("MGS — 750 kW or primary distribution 4,000 &
Primary”) greater voltages 12,000v
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. All Primary service customers 2,400V or

7 — Primary TOU Service with demands exceeding higher

and Separately Metered 750 kW

Space Heating Service

RECO  Service Classification No.750 kW or  General primary and All

2 — General Service greater secondary service primary
and
secondary
voltages

For purposes of the Auction, the BGS-FP Load foE&C is called groduct in
the Auction: the BGS-FP Load for PSE&G for a three-year supgsiod is a product in
the Auction, and the BGS-FP Load for RECO for a&é¢hdyear supply period is another
product in the Auction, etc. Each product in thec#on is divided into units called
tranches, each representing the same percentage of that EBGS-FP load in this
Auction. The number of tranches that each EDC pviicure in this Auction and the size
of each tranche (i.e., the percentage of the BG&ddd that each tranche represents for
an EDC) are provided below in Table 1X-2. Table2)also provides a MW-measure for
each of an EDC's tranches. The MW-measure of &acithe is determined on the basis
of the obligation attributable to all FP custom@hose who receive BGS and those who
do not) during 2011 (called thHeP Peak Load Share). Table IX-2 incorporates the
October 2011 update of this obligation by PJM.
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Table IX-2. Number of Tranches and MW-Measures of Tranches per EDC
Tranches already Tranchesto be procured in 2012
procured for athree-year term
FPPeak  Total 2010 2011 Number  Size of
L oad number MW-
EDC (oneyear (two years of tranche
Share of remaining) remaining) | tranches (%) Measure
(MW) tranches 9 9 0
PSE&G 8,479.26 85 28 28 29 1.18% 99.76
JCP&L**  5,001.60 53 18 15 20 1.93% 96.62
ACE 2,095.50 22 7 8 7 4.55% 95.25
RECO 398.20 4 1 2 1 25.00% 99.55
Total 15,974.56 164 54 53 57

The EDCs do not represent that each tranche wik ltlae loads shown above or
any particular value. The actual BGS-FP Load de&lpend upon many factors including
customer migration to third party suppliers and tlvea conditions. Bidders are
responsible for evaluating the uncertainties assediwith BGS-FP Load.

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

Winners at the Auction are authorized to become B8Suppliers by the Board.
A BGS-FP supplier providefull-requirements service for the percentage of the EDC'’s
BGS-FP Load for a given supply period correspondintpe number of tranches won by
the BGS-FP supplier for that supply period. Feljwirements service means that the
BGS-FP supplier is responsible for fulfilling dfiet requirements of a PJM Load Serving
Entity (“LSE”) including capacity, energy, ancillaservices and transmission, and any
other service as PJM may require. A winning sugspiiay win one or more tranches for
one or more EDCs.

% The Board has directed that JCP&L continue to eset® MW of its residential load, using the St.
Lawrence Project Power and, as necessary, purcirase®JM-administered markets. JCP&L will serve
10 MW in every hour. The FP Peak Load Share irtabke above has been reduced by 10 MW.

* With the 2010 Auction, JCP&L began transitiontogprocuring more tranches so that the MW-measure
of a tranche is closer to approximately 100 MW. tid¢ end of the transition, after the 2012 Auction,
JCP&L will be procuring 53 tranches.
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To the extent that the transmission rates changdetlzat the Board approves a
corresponding change to the BGS-FP customers’:rélte# such a change results in an
increase in BGS-FP customers’ rates, then anyiaddltrevenues collected as a result of
such an increase, once approved by the FERC imahdiderf and no longer subject to
refund, would be to the benefit of BGS-FP suppjiers(2) if such a change results in a
decrease in BGS-FP customers’ rates, then any akeiia revenues would result in a
reduction of payments to BGS-FP suppliers. Therpatars of what constitutes a change
in transmission rates are specified in section 1&.%he BGS-FP Supplier Master
Agreement.

In the summer, each BGS-FP supplier for an EDCivesehe Auction price for
that EDC times afEDC-specific summer factor for every kWh of load served. In the
winter, each BGS-FP supplier for an EDC receivesAhction price for that EDC times
an EDC-specific winter factor for every kWh of load served. The load serve@BGS-
FP supplier is equal to the BGS-FP supplier's sifdre number of tranches won times
the size of the tranche) times the EDC’s BGS-FRlLoa

Table IX-3 provides provisional EDC-specific seaaloiactors updated for these
Final Auction Rules. The final EDC-specific seaaldiactors will be determined no later
than 6 days before the Auction and, once determivdidapply for the entire three years
of the supply period. The Auction Manager will aonoe any revisions to the EDC-
specific seasonal factors.

Table IX-3. Provisional EDC-Specific Summer Factors and Winter Factors

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

EDC-specific summer factors have historically beeeater than 1 while EDC-
specific winter factors have historically been I#dsan 1. As was the case in the 2011
BGS-FP Auction, for some of the EDCs, the curreattggn of market prices results in
atypical values where the summer payment facttasis than one while the winter factor
is higher than one. The EDCs will set the summer\ainter factors to 1.0 for any EDC
whose rate design methodology results in atypiedlas. When both the summer and
winter factors are set to 1.0, BGS-FP supplierspaiid the Auction price for that EDC

® In its Order dated November 9, 2011, the Boamt@ged changes to the definition of final ordemfro
the FERC and to section 15.9 of the BGS-FP Suppiaster Agreement to provide greater certainty
regarding payments for changes in transmissios rateluding revised formula transmission rates.
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for every kWh of load served in all months of theee-year supply period. The EDCs
will update these EDC-specific seasonal factors final time before the BGS-FP

Auction. The final EDC-specific seasonal factoif ne determined no later than 6 days
before the Auction and, once determined, will apfady the entire three years of the
supply period. The Auction Manager will announcey aevisions to the EDC-specific

seasonal factors.

Example 1.°

The seasonal factors used in this example areuiguoges of illustrating the payment
to the supplier and do not correspond to the seds$actors in the previous table.

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

A bidder at the Auction wins 2 ACE tranches atiagoof 10.000¢/kWh. The size of
each tranche is 4.55% of the BGS-FP Load. Thesbitthder will serve approximately
9.1% of ACE’s BGS-FP Load between June 1, 2012Mayg 31, 2015. The bidder
receives 10.153¢ (10.000¢ x 1.0153) for each kWlbad served in the summer and
9.903¢ (10.000¢ x 0.9903) for each kWh of load sériwn the winter.

IX.A.4. Reliance on Product Definition, Payment Information, Rates,
and Customer Switching 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 biddefhe BGS-FP Supplier Master
Agreement posted on the BGS Auction web site igit®iment 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-FP given in these Auction Rudes 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.

® All examples are for illustrative purposes. Bsi@nd bids are illustrative only.
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IX.B. Before the Auction

IX.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.conglotaroom.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 letgutotal retail load less CIEP Load,
and BGS-FP Load is equal to the BGS Load less B&?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 MarcBQD2 for RECO. From the start
of the historical period until May 31, 2004, thetorical 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 CIB&ta represent customers taking BGS-
CIEP as well as customers served by a third papplger 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 dgageresiduals.

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 represent omsérs taking BGS-CIEP, as well as
customers served by a third party supplier thaefgible 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. Thea”® 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 ceub customer class and/or load profile
group. The EDCs will provide size distribution anfnation consisting of one-time
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customer counts and historical aggregate energyeusa several groupings of customers
who in the past were eligible to take BGS on artdRf 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 1,500d&\Vgreater. The EDCs will provide
data as available on large customers that the Boayddecide 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 days before interested partiest &ipply to participate in the
Auction, the Auction Manager will announce BB C load caps, astatewide load cap, a
statewidemaximum starting price, and a statewideninimum starting price. At the
same time, the Auction Manager will provide the Mid¢asure of each tranche for each
EDC, based on the percentage of the FP Peak Loa Stat a tranche represents. An
EDC load cap is a maximum number of tranches of 83 oad that any one bidder
can bid and serve for that EDC. The statewide loap is a maximum number of
tranches of BGS-FP Load that any one bidder cambilde Auction and serve statewide.
The statewide load cap cannot exceed the sum dEfie load caps. An EDC load cap
cannot exceed the statewide load cap. The stageoad cap limits the impact that any
one bidder may have on the Auction; an EDC load leags an EDC’s exposure to
default by any single supplier in a given supplyiget The minimum and maximum
starting prices establish the range of possiblgistaprices for the Auction: each EDC
will choose a starting level for its price for raud of the Auction that is between the
minimum and the maximum starting prices. The Elkagree on the statewide load
cap, and on the statewide minimum and maximumistaprices. Each EDC will set its
EDC load cap. Board Staff and the Board Consultglhteview these decisions.

IX.B.2. Qualification Process

The application process is in two parts. All ieted parties that have no
impediments to meeting the PJM LSE requirements stdomit aPart 1 Application.
There is no state licensing requirement. Intecegiarties 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 aggets comply with the BGS-FP
Auction Rules and agreeing to the terms of the BXBSSupplier 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
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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-FP Auctiofefin the Part 1 Application is also
the entity submitting bids in the BGS-FP Auctiongddo ensure that the entity that agrees
to the terms of the BGS-FP Supplier Master Agrednsetihe entity that will execute the
BGS-FP Supplier Master Agreement should the intedeparty become an Auction
winner. In accordance with these Auction Rulesscexion of the BGS-FP Supplier
Master Agreement must occur within three days o&rBocertification of the Auction
results and within that period the Auction winnal wWemonstrate compliance with the
creditworthiness requirements set forth in the B&&SSupplier Master Agreement. Such
creditworthiness requirements will take into coesadion all BGS obligations held by
the Auction winner, including those from past BGGchAons.

Applications must be submitted no later than rfoon thePart 1 Application
Date, which will be no earlier than 10 days after theximum and minimum starting
prices have been announced. Interested partidsbwilnotified as to whether they
succeeded in qualifying to participate in the Aoctno later than three days after the Part
1 Application Date. An interested party that haslified becomes gualified bidder.
The Auction Manager will send simultaneously to reaumialified 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 bidders,naé to destroy documents with this
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
IX.E.4 in the “Association and Confidential Infortren 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 IX.E.40be ensure that each qualified bidder
is bidding independently of other qualified biddemsd ensure the confidentiality of
information regarding the Auction. Each qualifiedder is also asked to agree to keep
confidential the list of other successful applicamt agree that the submission of any bid
creates a binding and irrevocable offer to prowdevice under the terms of the BGS-FP
Supplier Master Agreement; and not to assign gistsi or substitute another entity in its

" Unless otherwise specified, all times are Eastéme Zone times.
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place. This is to ensure that the entity that egrte® comply with the Association and
Confidential Information Rules is also the entitjomitting bids in the BGS-FP Auction,
and to ensure that the entity that agrees thaidis create a binding and irrevocable offer
to provide service under the terms of the BGS-FppBer Master Agreement is also the
entity that will execute the BGS-FP Supplier Maségreement should the qualified
bidder become an Auction winner. With their Pai@lication, qualified bidders will
also be required to submit andicative offer and to submit dinancial guarantee in
proportion to their indicative offer.

A qualified bidder isassociated with another qualified bidder if the two bidders
have ties that could allow them to act in concerttleat could prevent them from
competing actively against each other in the AuctioThe competitiveness of the
Auction and the ability of the Auction Process telidkr competitive prices may be
harmed by the coordinated or collusive behaviot #isgsociations facilitate. The Auction
Manager, who may rely, among other factors, omtlmaber of independent competitors
to set theAuction volume, would be using inaccurate information unless eissions are
duly disclosed in the Part 2 Application. The Aactvolume is the number of tranches
that the EDCs plan to purchase through the Auctidasociations may be considered in
setting the Auction volume and may be used in th@ieation of load caps. See section
IX.E “Association and Confidential Information Raldater 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
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-FP Load won in the Auction by such bidderfeiture of financial guarantees
and other fees posted or paid, prosecution undplicaple state and federal laws,
debarment from participation in future BGS Auctipasd other sanctions that the Board
may consider appropriate. For any failure to diselinformation or any violation of the
certifications, the Auction Manager will make a oeumendation to the Board on a
possible sanction and the Board will make the fadekermination.

An indicative offer specifies two numbers of traesh The first number
represents the amount that the qualified biddellgg to serve at the maximum starting
price on a statewide basis (i.e., for all EDCs comdy). 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 andrtimemum starting prices, the number
of tranches indicated by the qualified bidder carexxeed the statewide load cap.
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Indicative offers are important in two respectsirst- the EDCs may use the
indicative offers to inform their decision in satii the round 1 prices. Second, the
number of tranches indicated by the qualified bidde the maximum starting price
determines the qualified bidder'sitial eligibility. As explained in the bidding rules in
section IX.C.3, a bidder will never be able to lsiche Auction on a number of tranches
greater than the bidder’s initial eligibility. Teuthe qualified bidder is encouraged to
state the maximum possible number of tranchesttiaatuld be willing to serve.

All qualified bidders will also be required to pide their preliminary interest in
each EDC. The number of tranches for an EDC caeroeed the EDC load cap.
However, the sum of the qualified bidder’s preliamy interest in each EDC at a given
price can exceed the statewide number of tranches thatubgfied bidder is willing to
serve at that price, and it can also exceed thevatde load cap. Information that a
qualified bidder provides regarding its interestaimy particular EDC has no effect on
initial eligibility or subsequent bidding in the Ation.

Example 2.

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

A qualified bidder submits an indicative offer ofrAnches at the maximum starting
price. The qualified bidder’s initial eligibilitis 9 tranches, and the qualified bidder w
never be able to bid on more than a total of 9ctnas during the Auction.

At the maximum starting price, the qualified biddeay indicate a preliminary
maximum interest in as many as 9 tranches for PSERi@Gnches for JCP&L, 3
tranches for ACE, and 1 tranche for RECO.

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

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

The bidder does not have a preliminary interesRigaCO.

This means that of the 9 tranches that the qudlifidder is willing to serve statewide,
the qualified bidder is willing to serve at mosbfthem for PSE&G, 4 for JCP&L, and 2
for ACE.

The sum of the bidder’s preliminary maximum intéiaseach EDC at the maximum
starting price, 15 (9 + 4 + 2), exceeds the amofttie indicative offer at the maximum
starting price (9).
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Each qualified bidder must post a financial guaanin the form of a letter of
credit (or bid bond), proportional to its initialiggbility. A financial guarantee of
$500,000 per tranche is required. Letters of tr@mli bid bonds) must be in a form
acceptable to the EDCs. Sample letters of credit sample bid bonds that are
acceptable to the EDCs will be posted to the Auctieb site. Depending upon the
creditworthiness assessment made at the time ofPtré 1 Application, additional
security may be required. Any such additional sgécunust be submitted in a form
acceptable to the EDCs. Sample credit instrumfamtshis additional security will be
posted to the Auction web site.

Example 3.

The maximum starting price is 16.000¢/kWh and thatstatewide load cap is 21
tranches. A qualified bidder submits an indicat¥ker of 3 tranches at the maximum
starting price. The qualified bidder is adviseth&t time of qualification that it is
required to submit a financial guarantee of $500,0€r tranche but that no additional
security is required.

The qualified bidder posts a financial guarante$19600,000, in the form of a letter pf
credit (or bid bond). The letter of credit is retstandard form provided on the web
site and is thus acceptable to all EDCs. The numbianches of the indicative offel
does not exceed the maximum of the statewide lapbt21 tranches.

For a Part 2 Application to be accepted, it mustcbelplete, including its
indicative offer, preliminary interest in each EDfthancial guarantees and additional
security (if necessary). The financial guarante®s additional security must be provided
in a form acceptable to all EDCs and must be sefficto cover the indicative offer at the
maximum starting price. If its Part 2 Applicatiamaccepted, a qualified bidder becomes
aregistered bidder. The Auction Manager will send simultaneouslyetch registered
bidder a list of all registered bidders and thealtanitial eligibility in the Auction.
Neither the list of registered bidders nor theltotaial eligibility in the Auction will be
released publicly. Qualified bidders, in their 2R 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 thisrmation provided by the Auction
Manager within five days of the Board deciding wiegtto approve the Auction results,
as explained further in this document in sectiorkElX

Financial guarantees and additional security @ureed) will remain in full force
until the Board has decided whether to approveAhetion results and the bidder has
won no tranches, or until the Board has decidedthéneo approve the Auction results
and the bidder has won tranches, has signed thelBGSupplier Master Agreement, and
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has complied with all creditworthiness requiremenitshat agreement. The EDCs can
collect the financial guarantees if bidders faittmply with their obligations.

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

IX.B.3. Starting Prices

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

IX.B.4. Extraordinary Events

The EDCs, in consultation with the Auction Managgoard Staff and the Board
Consultant, may determine that, due to extraorgliresents, 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 extraaggdeent must occur between
the time at which the statewide maximum startinggand 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 and aseglistatewide minimum starting
price, and may also determine a revised schedsisard Staff and the Board Consultant
will review these decisions. New indicative offevgl be required from bidders. The
determination of new maximum and minimum startingcgs, the submission of new
indicative offers, and if necessary the announcénoémew starting prices, will be
carried out so as to afford bidders sufficient time
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The EDCs, in consultation with the Auction Manadgvard Staff, and the Board
Consultant, may determine that, due to extraorglieaents, one or more of the EDC-
specific winter and summer factors require revisiémthis event, the schedule may also
be revised.

For a revision of one or more of the EDC-specifimser and winter factors to
be necessary, an extraordinary event must occer thie final EDC-specific summer and
winter factors have been announced but before tiaién starts. The Auction Manager
would provide the opportunity for new indicativefess to be submitted on the basis of
this revision. The Auction Manager will providedders sufficient time to revise their
indicative offers.

IX.C. Bidding Rules

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

IX.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 prdeea 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 beinguet gradually until the supply bid is
just sufficient to meet the load to be procuredicd3 that tick down in a round decrease
by adecrement; a decrement is a given percentage of the preyidas. Bidders holding
the final bids when the Auction closes are the wisn
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Example 4.

There are 21 bidders in the Auction. The EDC loagks are: 14 tranches for PSE&G

an estimate of theaximum possiblexcess supply on that EDC, taking into accoun
the total excess supply in the Auction. Roughlgadpng, the larger the oversupply
ratio for an EDC, the larger is the portion of nmanMim excess supply that is actually
that EDC, and the larger is the price decreasé&riula for the oversupply ratio is
provided in section 1X.G.2.

In round 1, all bidders combined stand ready t@Bup9 tranches of PSE&G at a
price of 16.000¢/kWh. The number of tranches BR) g€xceeds the number of
tranches desired (29) by 50 tranches. The pricBS&E&G will tick down.

The actual excess supply on PSE&G is 50 tranchibs. maximum possible excess

supply is the total excess supply for all the EDCshe Auction, or 69 (50 + 17 + 2 +
0). If all the excess bids in the Auction had bb&hon PSE&G, PSE&G would have
69 tranches of excess supply. The estimate ahdeeémum excess supply used to
calculate the oversupply ratio is the upper bounti@range of total excess supply 3

0.714 (50 / 70). Roughly speaking, 71% of the sgipply in the Auction is bid on
PSE&G.

The calculation for ACE is similar. In round 1l laidders combined stand ready to

supply 9 tranches of ACE at a price of 16.000¢/kWhe number of tranches bid (9
exceeds the number of tranches desired (7) byn2hes. The price for ACE will tick
down.

The actual excess supply on ACE is 2 tranches.AEd, the maximum possible
excess supply is not the total excess supply fahalEDCs in the Auction (69
calculated above). Indeed, with only twenty-ordders in the Auction and a load c3
of 3 tranches on ACE, the maximum possible numbé&aaches bid on ACE is 63 (3
x 21). The maximum possible excess supply on ACEbI (63 — 7 = 56). For ACE,

the Auction reported to bidders, which is 70. Tlthe oversupply ratio for PSE&G i$

9 tranches for JCP&L, 3 tranches for ACE, and fidhe for RECO (i.e., RECO has no
EDC load cap). Consider the following sample raund
ROUND 1
EDC Price(¢/kWh # Tranches # Tranches Excess Overgupply
bid desired supply ratio
PSE&G 16.000 79 29 50 0.714
JCP&L 16.000 37 20 17 0.243
ACE 16.000 9 7 2 0.036
RECO 16.000 1 1 0 0.000
The Auction Manager reduces the price for an EDiiafnumber of tranches bid is
greater than the number of tranches desired. frtoaiat of the price reduction
depends on the oversupply ratio, which is the rattithe excess supply on that EDC to

t

on

[l

p

the oversupply ratio is 0.036 (2 / 56).
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The oversupply ratio is calculated in the same foawll other EDCs.

The Auction Manager will lower the price in rounda2 every EDC except RECO,
since for every EDC except RECO the number of traadid exceeds the number o
tranches needed.

The largest decrement will be for PSE&G, which tieslargest oversupply ratio, anc
the smallest decrement will be for ACE, which Haes $mallest oversupply ratio.

In round 2 below, prices have fallen from rounad dll but RECO. The price for
PSE&G, which had the largest decrement from royrfdllithe most; the price for
ACE, which had the smallest decrement from rounféllL.the least. Bidders submit

new bids at these prices. The total excess supplye reported to bidders is 56-60 (so

that 60 is used as the measure of total excessysuapgalculating the oversupply

ratio).

ROUND 2

EDC Price # Tranches| # Tranches Excess | Oversupply
(¢/kWh) bid desired supply ratio

PSE&G 15.342 61 29 32 0.533

JCP&L 15.839 40 20 20 0.333

ACE 15.920 9 7 2 0.036

RECO 16.000 5 1 4 0.200

Each EDC has more tranches bid than tranches deslilge Auction Manager will
calculate the decrement for each EDC from that EEDwersupply ratio and lower thée
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:

1. Winners for each EDC are not determined until tieding has closed for all
EDCs. When the number of tranches bid in a roenchih EDC does not exceed
the number of tranches desired, the price for HixC will not tick down for the
next round. However, as the Auction progresses thrdprices for the other
EDCs tick down, some bidders may re-assign tranahdsncrease the number of
tranches bid on that EDC, which may cause the gaceéhe EDC to tick down
again. Hence, the winners cannot be determinedrigrone EDC until bidding
stops for all EDCs. There is no matching of sugglito customers during the
course of the Auction or selection of winners bg fuction Manager. It is only
at the end of the Auction that suppliers reveahtbelves to be winners by not
withdrawing from the Auction.
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2. If a bidder bid on an EDC in the preceding round #me price for the EDC’s
tranches did not tick down for the current rourfte bidder cannot reduce the
number of tranches bid for that EDC in the curremind, either through a
withdrawal or a switch (these terms are definedsections 1X.C.4.b and
IX.C.4.c). Any bid is a binding obligation to a@tethe BGS-FP supply
responsibility at the price at which the bid wasdmdor the three-year supply
period. The bidder may be able to reduce the numwmiteanches bid on that EDC
later in the Auction. If other bidders increaseitmumber of tranches bid on the
EDC (because its price has remained high relatbvihe prices for other EDCSs)
and cause the price for that EDC to tick down,ltggler will once again be able
to reduce the number of tranches bid on that EDC.

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

4. All bidders that win tranches for a particular ERQd are authorized as suppliers
by the Board receive the same price per kWh of kexsled for that EDC during
the supply period.

IX.C.2. Round Phases and Bidding Day

Each round of the Auction is divided into three gd®m abidding phase, a
calculating phase, and 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.
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 Auctamager 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
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Auction results are confidential as explained belowsection IX.E.3. Bidders are
informed of thegoing prices for the next round’s bidding phase and are pravaéh a
range of total excess supply left in the Auctiolhe 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 @ctisn 1X.C.5 and information
provided concerning total excess supply is spetifie more detail in section 1X.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 anther 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 theseoof the Auction as bidders become
more familiar with the process and bidding becomese routine.

IX.C.3. Round 1 of the Auction

IX.C.3.a. Definition of a Bid

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

= a number of tranches that the bidder wants to suipplPSE&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;

= anumber of tranches that the bidder wants to $UpplACE 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 orddnedfanche targets; a tranche target
is the number of tranches needed for a given EDC.

The number of tranches that a bidder chooses fefEC 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-FP Load
for that EDC.
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Example 5.

Suppose that the round 1 prices are:

EDC PSE&G JCP&L ACE RECO
Price (¢/kWh) 14.750 15.000 15.000 15.00(

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

EDC PSE&G JCP&L ACE RECO

Price (¢/kWh) 14.750 15.000 15.000 15.00(

Bid (tranches) 10 0 3 1
IX.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 two cdiugtis; the first condition
relates to the total number of tranches bid while second relates to the number of
tranches bid for any one EDC. First, the total banof tranches bid cannot exceed the
bidder’s initial eligibility. As explained in saon 1X.B.2, the bidder’s initial eligibility is
equal to the number of tranches in the bidder’'scatde offer at the maximum starting
price. As the bidder’s indicative offer cannot eed the statewide load cap, the bidder’s
bid automatically satisfies the statewide load c8pcond, the number of tranches bid for
any one EDC cannot exceed the EDC load cap.
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Example 6.

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

=

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

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

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

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

As explained further in section IX.C.9, the biddipghase 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.

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

The calculating phase of round 1 immediately folBotine 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 biddersrékults of bidding in round 1 as
well as the round 2 prices. The price for an EBGhe 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 EDQ& 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 ambynthich the price in each round is
reduced are given in section 1X.G.2. The Auctioandger also provides to bidders an
indication of the total excess supply in the Auctio round 1, as explained in section
IX.C.7. A bidder is not provided any informatioegarding any other individual bidder’s
bids.

The Auction Manager may call a pause in the Auctioming the calculating
phase of round 1. This pause is calletinae-out (see section IX.C.9 for additional
details on time-outs). The Auction Manager willl cthis time-out if the Auction
Manager needs to consider whether to cut back thetidgn volume to ensure the
competitiveness of the Auction. It is not expedteat the Auction Manager would revise
EDC load caps at that time except if the new tranteimget would fall below the EDC
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load cap, but the Auction Manager retains the dismn to make revisions to the EDC
load caps based on the revised Auction volumeis hot expected that the Auction
Manager would revise the statewide load cap, bat Aliction Manager retains the
discretion to make such a revision based on thisedvAuction volume, and will do so
when the reduced Auction volume falls below theéestéde load cap.

As soon as practicable during the time-out, the tildbncManager will either
announce that the Auction volume will not changewil announce the revised Auction
volume, the revised tranche target for each EDGE, rdvised statewide load cap (if
applicable), and the EDC load caps (if applicable).

As soon as practicable during the time-out, thetidacManager will start the
reporting phase of round 1. The Auction Managér nport 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 sectd:€.5.) The manner in which the
tranche targets for the EDCs will be changed orbtmas of the revised Auction volume
will be announced no later than 10 days befordPtdre 2 Application is due.

If an EDC load cap is reduced, and if a bidder'snhar of tranches bid on that

EDC is greater than the reduced EDC load cap, tteAuction Manager reports that the
bidder has a number of tranches bid on the EDCegsal to the reduced EDC load cap.
The Auction Manager also reports that the trant¢hasthe bidder had bid on that EDC
in excess of the reduced EDC load cap can be fitadlpn any EDC in round 2. From

round 1 to round 2, the bidder does not lose tiggbdity associated with the tranches

that were bid in excess of the reduced EDC load d¢fiine statewide load cap is reduced
because it exceeds the reduced Auction volumeAtizion Manager reports to a bidder
whose eligibility is greater than the reduced stade load cap that the bidder’s bid has
been adjusted to conform to the reduced statevoide tap. 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 serviceemge BGS-FP Load for one year,
including installed capacity, energy, transmissiang ancillary services through PJM-
administered markets. Pursuant to these Contirygelans, which are described in more
detail in the Company Specific Addenda, the EDCH mot negotiate contracts with
suppliers for BGS-FP 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
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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 pet@r called thearget eligibility
ratio (a desired ratio of tranches bid to the Auctiotuuee). The precise value of this
parameter depends on various factors, such asutidar of bidders and characteristics
of individual bids.

Example 7.

In the bidding phase of round 1, the Auction volumB7 tranches (this is the sum of
the tranche targets for all EDCs in the Auction+220 + 7 + 1 =57). Suppose that
total of 72 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 1.262 / 57). The Auction Manager
reduces the Auction volume to attain the targeifilality ratio of 1.5 by cutting back
the volume by 9 tranches to 48 tranches (72 / 4B)=

After the volume cutback, there will be 1.5 trarghHad for every tranche to he
purchased through the Auction (72 / 48 = 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-thé,Auction Manager will advise the
bidders of the revised Auction volume, the revisehche target for each EDC, the
revised statewide load cap (if applicable), andrévised EDC load caps (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.

IX.C.4. Bidding in Round 2

IX.C.4.a. Bid and Eligibility

A bidder selects how many tranches to serve frooh é2DC at the round 2
prices.

As stated in the introduction to the Auction fornatsection IX.C.1, a bidder
cannot increase its total number of tranches bidhatround 2 prices from its total
number of tranches bid in round 1. This is moreegally expressed by saying that the
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bidder cannot exceed ighigibility. A bidder’s eligibility in round 2 is the biddertotal
number of tranches Bidn round 1. As in round 1, the number of tranchigson any
one EDC cannot exceed the EDC load cap for the EDC.

A bidder can always select the same number of ti@éor each EDC in round 2
asinround 1. A bidder that wishes to changentiraber of tranches bid on a given EDC
can reduce the number of tranches bid as longeagribe for that EDC has ticked down.
Suchreductions in the number of tranches bid on an EDC for whiah price has ticked
down can be in the form ofithdrawal or aswitch. A bidder reduces the number of
tranches bid on an EDC through a withdrawal whenbildder is reducing the number of
tranches bid on an EDC, not increasing the numbé&maaches 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 tresidhid 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 numbg&raaches that the bidder bids on at least
one EDC will increase, but the total number of ¢ttaes bid on all EDCs cannot increase.
This is explained in more detail below in sectitksC.4.b and 1X.C.4.c.

In addition to specifying the number of tranchest th bidder is prepared to serve
for each EDC, fully specifying a bid in round 2 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 1X.C.4.c. A bidderaquired to provide exit prices if a
bidder is reducing the number of tranches bid onE&CT through a withdrawal, as
explained in section 1X.C.4.b.

In reporting to the bidder the result of its bidthe 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 accepéihgeductions from withdrawals and
switches, the tranche target for that EDC would loger be filled. The Auction
Manager denies reductions from switches if, afteaining all withdrawn tranches from
that EDC, accepting all reductions from switchesll@dgrevent 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 pita tetains tranches that bidders want to
withdraw, and finally denies reductions from swéshthat bidders have requested, as

8 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.
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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.

IX.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 eigepvhen 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 thedbkidis 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 tickeah 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 trancheg&rdue 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 tlitepeice 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 &wmore 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
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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 thabitaer has bid at the exit price and that
have not yet been retained divided by the total memof tranches bid at the exit price
and that have not yet been retained. The Auctiamader 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 8.

The round 1 prices and the round 1 bid for Bidder&

EDC PSE&G JCP&L ACE RECO
Round 1 Price (¢/kWh) 16.000 16.000 15.750 16.0Q0
Bid (tranches) 10 1 3 1

The round 2 prices are:

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

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

Bidder A reduces the number of tranches bid for A 3 to 2. The bidder enters
an exit price of 15.566¢/kWh, which is between 58@kWh and 15.120¢/kWh. (The
exit price could have been equal t015.750¢/kWhlatiequal to 15.120¢/kwh.)

17

IX.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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Example9.

The EDC load caps are: 14 tranches for PSE&G;ithes for JCP&L; 3 tranches fof
ACE; and 1 tranche for RECO (i.e., RECO has no Eixd cap). The following are
the round 1 and round 2 prices and the bids fod&id\:

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

In round 2, Bidder A is increasing by 2 the numtiietranches bid on PSE&G. Also,
Bidder A is reducing by 2 the number of tranchesdn ACE. Since the total numbe
of tranches bid is the same (15), the bidder ischivig. Bidder A can reduce the

number of tranches bid on ACE since its price resehsed in round 2. Bidder A cgn
bid for more tranches of PSE&G (the number of thescbid for PSE&G in round 1 ig
less than the EDC load cap). If the price for &CEdoes not change, a bidder cannpt
bid fewertranches but can bioretranches 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 Auctionndlger must retain all tranches that
were withdrawn out of that EDC and must deny soog,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 trandbielsat the going price, and the number
of tranches that can be retained from withdrawals, 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.
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For each tranche of the target that must be fitlgdlenying a reduction from a
switch, the Auction Manager chooses at random fdeelp whose switch is denied.
Thus, for the first switch that must be denied, phebability that the Auction Manager
chooses a tranche bid by a particular bidder rdongea switch is the number of tranches
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 thatatcbe 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 bighvthe 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,Have 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 stillateedfill the EDC’s tranche target.

Example 10.
Bidder B submits the following bid in round 2 aftlrs history in round 1:
EDC PSE&G JCP&L ACE RECO
Round 1 Price (¢/kWh) 16.000 16.000 15.750 16.000
Round 1 Bid (tranches) 7 4 2 1
Round 2 Price (¢/kWh) 16.000 15.680 15.120 16.000
Round 2 Bid (tranches) 8 2 3 1

In round 2, Bidder B is increasing the number ahtthes bid on ACE and PSE&G
while reducing the number of tranches bid on JCP&Ilnce the total number of

tranches bid is the same (14) in both rounds, ithéelp is switching. Bidder B gives
the switching priority to the increase on ACE.

If the Auction Manager will allow one of Bidder Btsductions but needs to deny th¢
other, then the increase for ACE will be allowed #ime increase for PSE&G will not
be allowed. The denied switch will remain a JCR&nche with a price of

16.000¢/kWh, which is the last price at which ttethe was freely bid.

174

IX.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

NERA

Economic Consulting



FP AUCTION FINAL BGS-FP AUCTION RULES ¢ 51

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 8pedbd be withdrawn are the tranche(s)
for which the bidder will name an exit price.

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

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

Since Bidder C reduces the number of tranchesdriddth PSE&G and ACE, Bidder
C’s intentions are not clear unless the Auction dper asks Bidder C for additional
information. Indeed, it could be that Bidder Guishdrawing 1 tranche from PSE&G
and switching the remaining tranches. Or it cdaddhat Bidder C is withdrawing 1
tranche from ACE and switching the remaining traasch

Bidder C is asked to select whether it is withdrayva tranche from PSE&G or ACE.
Bidder C selects that it is withdrawing a tranctwrf PSE&G, and is asked to name gn
exit price for this tranche. Since Bidder C isrgasing the number of tranches bid fo
more than one EDC (JCP&L and RECO), Bidder C is akked for switching
priorities. Bidder C assigns the first priorityRiECO.

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

The calculating phase starts immediately after iddling phase. Once the
Auction Manager has tabulated and reviewed thdtsgghe 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 tittal excess supply in 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
individual EDCs, plus free eligibility, which is fieed below in section IX.C.6. The
range of total excess supply reported to biddetsckange 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 1X.C.7.
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In addition to what the Auction Manager tells altders about the general
progress of the Auction, the Auction Manager repgstivately 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, oredfuested reductions (from
switches or withdrawals) all have been granted, Ahetion 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 traa@re retained, the Auction Manager
informs the bidder of the number of withdrawn tiaee 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 tavhe¢ 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 retainetildssequent 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 thex¢tee was freely bid. In round 2, this
price is the round 1 price. A switch can be demsaly if, for the EDC from which the
number of tranches bid is reduced, the numberawfctres 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 12.

Bidders A, B and C are the only bidders biddingtfanches of PSE&G, for which th
tranche target is 29. None of these bidders adirog on RECO. Their bids in roung
1 and 2 are given below:

1%

S

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

Bidder A switches, increasing the number of trasdbid on JCP&L to 1 and reducin
the number of tranches bid on PSE&G. Bidder Bss awitching. Bidder C’s bid
remains the same. In total, 3 fewer tranches i@relPSE&G. The number of
tranches bid on JCP&L and ACE are both increag#dder B gives ACE the
switching priority.

No other bidders bid on tranches for PSE&G in rofirad in round 2. In round 1,
PSE&G'’s tranche target is more than filled withtBfhches bid at the round 1 price.
In round 2, the 27 tranches bid at the round 2epaire insufficient to fill the tranche
target. The Auction Manager must deny 2 of thended switches.

Two of the three reductions from PSE&G must be eéniFor 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 chosgmandom. 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 thaAtiiion Manager denies Bidder A
its intended switch and that Bidder B is allowedwatch 1 of the 2 tranches request
Bidder B gave ACE the switching priority. Addinget2 denied switches to the 27
tranches bid at the round 2 price fills PSE&G 's1tize target.

EDC PSE&G JCP&L ACE
Round 1 Price (¢/kWh) 16.000 16.000 15.750
Round 2 Price (¢/kWh) 15.920 15.680 15.750
9 @ 15.920¢
Report to Bidder A 1 denied switch @ 0 0
16.000¢
8 @ 15.920¢
Report to Bidder B 1 denied switch @ 0 1@15.750¢
16.000¢
Report to Bidder C 10 @ 15.920¢ 0 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 9 PGH&anches bid at the round 2 prigce
of 15.920¢/kWh and 1 denied switch, a PSE&G traratitbe round 1 price of
16.000¢/kWh. The Auction Manager reports to Bid8e¢hat Bidder B has 8 tranche
of PSE&G bid at the round 2 price of 15.920¢/kwWd drdenied switch, a PSE&G
tranche at the round 1 price of 16.000¢/kWh. Thetddn Manager reports to Bidder
B that Bidder B has 1 ACE tranche bid at 15.750¢ikWecause of the switching
priority). The Auction Manager also reports to @ C that Bidder C has 10 tranch
of PSE&G bid at the round 2 price.

\*ZJ

(D
(7]

IX.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 IX.C.4.b and
IX.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.

At all times, the number of tranches that a bidcmrld win for an EDC cannot
exceed the EDC load cap. In any given round, thmber of tranches bid by a bidder at
the going price for an EDC, the number of redudifmom switches denied from that
EDC, and the number of withdrawals retained fot BAC cannot together exceed the
EDC load cap. The number of withdrawals retained én EDC counts toward
determining whether a bidder is within the EDC leag, but a bidder can always choose
to replace retained withdrawals with tranches Hlidha going price (i.e., the current
round price at which the Auction Manager is salgtbids). If a bidder has retained
withdrawals for the EDC and the bidder wishes tdé@winto the EDC in a manner that
would exceed the EDC load cap, then the bidde&scties bid at the going price will
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replace just enough of the bidder’'s own retainethavawals to ensure that the bidder
does not exceed the EDC load cap.

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 IX.C.7. The AowtiManager 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 1X.C.4.b and IX.C.4.c. If a switch thaidhbeen denied in a previous round is
freed to be bid once again, then the Auction Managk report the number of tranches
that are being freed.

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 waladh 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 fijnthe EDC'’s tranche target, and
therefore free up some or all of these denied w@#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 notetied switches are outbid, the Auction
Manager chooses at random, for each denied switthntill 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 biddeeisietd 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 procedurtéd 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 becoméee 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
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released and removed from the Auction. If withdrairanches 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 ad®as random the bidder or bidders
whose tranches are released and thereby irrevocatrigved 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 retaitnadches at the tied exit price divided
by the total number of retained tranches at thétpice. 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 proibaliiat a particular bidder is chosen is
the bidder's number of retained tranches at the ¢eit price that have not yet been
released divided by the total number of retainaddhes at the tied exit price that have
not yet been released. The Auction Manager repbasprocedure until the required

number of tranches has been released.

Two additional bidding rules come into play wherbidder 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 thBtCE That is, tranches from the denied
switch become tranches that are bid at the pricethfe 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 therduwand price (because the bidder has
bid new tranches for this same EDC at the cur@md 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 bidddgwes 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 13.
Bidder A’s bids in rounds 6 and 7 are given bel&wd¢er A does not bid for any oth¢
EDCs):
EDC PSE&G JCP&L
Price Round 6 (¢/kWh) 14.566 15.005
Bidder A Bid (tranches) 4 0
Price Round 7 (¢/kWh) 14.031 14.345
Bidder A Bid (tranches) 0 4

In round 7, Bidder A requests to switch 4 tranch&se Auction Manager denies par
of the switch. Bidder A, in the reporting phaseaind 7, is informed that its bid
consists of 2 tranches of JCP&L at 14.345¢/kWh 2dénied switches of PSE&G at
14.566¢/kWh (the price at which the tranches of &Skvere last freely bid).

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

In round 8, Bidder A reduces its number of trandbidson JCP&L by 1 and increase
its number of tranches bid on PSE&G. At the ro8raices, Bidder A bids 1 tranche
of JCP&L and 1 tranche of PSE&G at the going pritee denied switches are kept
on PSE&G and cannot be freely bid.

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

. . 2 denied switches @
Denied Switches 14 566¢

Bidder A has bid a new tranche of PSE&G at the da8iprice while having switches
denied on the same EDC at a higher price. BiddsrtAen deemed to have bid all 3
PSE&G tranches at the round 8 price of 14.031¢/kaglshown below. All 3 tranche
of PSE&G become tranches bid at the round 8 price.

S

EDC PSE&G JCP&L

Price Round 8 (¢/kWh) 14.031 14.058

Report to Bidder A 3 @ 14.031¢ 1
IX.C.7. Reporting of Total Excess Supply

In addition to the next round prices, the 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 40 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 20 or fewer tranches, the
Auction Manager will report to all bidders only titae total excess supply is between 0
and 20 tranches.

In summary, the ranges are expected to be thenfmlip

Table IX-4. Possible Ranges of Total Excess Supply

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

21-30
Total excess supply is between 21 and 40 tranches
ranges count 10 integers 3140

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

51 - 55 (etc.)

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

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

A bidder that has no remaining obligation losesgsess 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 thdidwsoftware and is no longer provided
with the range of total excess supply and the nexmd prices no earlier than the round
after the bidder has been first informed that & ha remaining obligation. The bidder
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will lose its access as soon as practicable, bubievent 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 treedB@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 registerediders, and the total initial eligibility in the
Auction confidential. The bidders will agree nat dlisclose 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 (sesoselX.E). Bidders will also agree to
destroy documents with Auction information provideg the Auction Manager within
five days of the Board deciding whether to appritneAuction results.

IX.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 EDC load cap, the tranche
target of each EDC, and the number of registerdddss. A decrease in price for an
EDC that has a number of tranches bid greater thantranche 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 decnt¢rfemulas and determine the going
prices for the next round, the Auction Manager fredi 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 ihecreis 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 Aamtis 30 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 hasidid at the going price
minus the EDC'’s tranche target, or it is zero, Whbiger is greater. Prices are rounded off
to the nearest thousandth of a cent per kWh.

Provisional decrement formulas are provided inisactX.G.2. The formulas
that will be used in the Auction, which depend ba EDC load caps and the number of
registered bidders, will be released to all biddeoslater than three days after bidder
registration.

IX.C.9. Pauses in the Auction

Any one bidder can pause the Auction by requestimgktension or 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 minutesrefess 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 scheduledigtidie 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 IX.C.10. Esfen 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 redé¢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 musghested before the last 7 minutes of
the reporting phase.) As soon as is feasible #fftertime at which a recess can be
requested has passed, the Auction Manager remodh bidders that a recess has been
called. The Auction Manager retains the discretmrset 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 roundsefAuction. Starting in the eleventh
round, a bidder may request a recess in a rouny ibtthe total excess supply in the
Auction reported in the previous round was 40 erefietranches. All recess requests are
granted, but all requested recesses run concuyrredtl bidders making a request in a
given calculating or reporting phase will be deentwdhave used a recess request. All
bidders that have requested a recess will seedheailable number of recesses reduced to
zero and the recess will last a length of time mieftged by the Auction Manager for one
recess and will be no less than 20 minutes.

Example 14.

The total number of tranches in the Auction is 57.

In round 5, total excess supply is reported tonbine 96-100 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 reporteoetan the 31-40 range for the first
time. Bidders can request a recess in round h8gghe total excess supply reported
in the previous round (round 12) was at 40 trancnéxelow, and 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 Managgains 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 timeisexpected 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 Autfidtanager may call a time-out
to the Auction to evaluate whether the Auction wadushould be adjusted. The Auction
Manager has the discretion to call additional toogs during the Auction. Such
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discretion could be used, for example, in casenadxraordinary event occurring during
the Auction. The Auction Manager expects to exserthis discretion rarely.

IX.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 IX.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 tkedx 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 withdresvleemed to be withdrawn at the
highest possible exit price for the round, whicledgsial 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 laidsially submitted by bidders. In
general, in any circumstance where a tie must bakeor, default bids will be
disadvantaged compared to bids actually submitydnidders, 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 Aoa. For example, if the prices of all
the EDCs for which a bidder bid tranches tick dothven 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 zgigibility 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 mietngtted a bid during a round or
during its extension, and the treatment of thisadifbid in any required tie-breaking
procedure, are determined during the calculatirasetof 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 describedtanldis 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 aranches 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 orielswitches for that EDC, then the
bidder is assigned zero tranches for that EDC.

If, as of the reporting phase in the previous rquamdidder had tranches on a
particular EDC at the going price for the previgosnd 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 suleaiith bid in the current round are
retained first. If needed, tranches with the saxié 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 assignéddfault bid are needed to fill the
tranche target, these tranches are retained. mieédaut not all of the tranches submitted
by the bidder and other bidders that were assignaefault 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@etK.C.4.

If, as of the reporting phase in the previous rqumdidder had some tranches on
a particular EDC at the going price for the pregiosaund, and/or retained withdrawals,
and/or denied switches; if the EDC'’s price did fick down from the previous round to
the current round; and if there is excess suppiyife 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 akeased 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 tlext round; and

= all tranches bid in the previous round at the gagnge are bid in the current
round on the EDC at the going price. The biddes élégibility 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 frotime 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 IX.C.6 an

= jf any new tranches were bid by other bidders enEBC 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 1X.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 15.
Bidders A’s bid in round 5 is given below:
EDC PSE&G JCP&L ACE RECO
Price Round 5 (¢/kWh) 14.890 15.445 14.950 15.664
Bidder A Bid (tranches) 0 4 2 0
Bidders A’s bid in round 6 is given below:
EDC PSE&G JCP&L ACE RECO
Price Round 6 (¢/kWh) 14.816 15.252 14.688 15.246
Bidder A Bid (tranches) 2 4 0 0

This bid represents a switch, whereby Bidder A inaseased the number of tranch
on PSE&G while decreasing the number of trancheA©BB.

The Auction Manager reports the following:

es

EDC PSE&G JCP&L ACE RECQ

Price Round 7 (¢/kWh) 14.816 15.075 14.688 14.895
2 denied

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

In round 7, the minimum number of tranches thatdBrdA can bid on PSE&G ar
RECO is zero, because Bidder A did not bid anydnas on these EDCs in round
The minimum number of tranches that Bidder A cathdm JCP&L is zero, since th
price for JCP&L has ticked down from 15.252¢/kWhi&075¢/kWh. The minimurn
number of tranches that Bidder A can bid on ACE,isince the price for ACE has n
ticked down and Bidder A has two denied switcheAGI.

In round 7, Bidder A fails to submit a bid in thelding phase of the round. Bidder
is granted an extension but does not submit a biohg the extension. Bidder A wi
be assigned the following bid, which is its defduitt. Bidder A is the only bidder th
is assigned a default bid.

EDC PSE&G JCP&L ACE RECQO
Price Round 7 (¢/kWh) 14.816 15.075 14.688 14.895
. . 2 denied
aeafgg:]tes?ld for Bidder A 0 0 switches @ 0
14.950¢

None of Bidder A’s withdrawn tranches are retainednches from other bidders th
actually submitted bids are sufficient to fill thnche target for JCP&L. Three n¢
tranches are bid on ACE by other bidders. BotBidfler A’s tranches become outh

denied switches. Bidder A’s eligibility in roundi8 2. Should Bidder A again fail {o

bid in round 8, this free eligibility will be lostBidder A would be assigned eligibili
of zero in round 9 and would lose the ability td bar the remainder of the Auction.

at
W
id
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IX.C.11. End of Auction

The Auction ends for all EDCs at the same time. e Ruction ends in the
reporting phase before the first round in 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 16.
The tranche target for PSE&G is 29.

In round 74, 30 tranches for PSE&G are bid at aepaf 11.500¢/kWh. In round 7
25 tranches for PSE&G are bid at a price of 11.4A0.

Ul

Bidder A bids 8 tranches for PSE&G in round 74 &rtcanches in round 75. Bidder|A
enters an exit price equal to the last round ggrige of 11.500¢/kWh for the
tranches it is withdrawing.

W

Bidder B bids 5 tranches for PSE&G in round 74 andhnches in round 75. Bidder|B
enters an exit price of 11.493¢/kWh for the 2 tregit is withdrawing.

No other bidder changes its number of tranchesobidPSE&G. All other bidders
collectively bid 17 tranches for PSE&G in both rdan74 and 75. The total excess
supply in round 75 is zero and the Auction endsumd 75. Twenty-five tranches fpr
PSE&G are allocated to the bidders that bid atgiieg price of 11.471¢/kWh. Twp
additional tranches are allocated to Bidder B sitcgubmitted a lower exit price
Finally, Bidder A wins 2 additional tranches sottki@e tranche target is filled. Al
winning bidders will receive a price of 11.500¢/kWhhich is the lowest price at
which the tranche target is filled.

IX.D. Post Auction

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

If the Board approves the Auction results and augbe the winners to become
BGS-FP suppliers, the Auction Manager will notifgch 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 BGStpplier Master Agreement. Each
winner will have these three days to demonstratepti@ance with the creditworthiness
requirements set forth in the BGS-FP Supplier Mastgreement and to submit the
executed BGS-FP Supplier Master Agreement to trerdéor information. A winner’s
financial guarantee posted before the Auction mayfdsfeited if the winner does not
execute the Agreement within three days, if theneimfails to demonstrate compliance
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with the creditworthiness requirements set forth the BGS-FP Supplier Master
Agreement, or if the winner fails to agree to afyhe terms of the Agreement. Effective
with the exercise by an EDC of its right to collemt the financial guarantees, any
contractual rights or other entitlements of the mers shall immediately terminate
without further notice by the EDC. In addition,nners shall be liable for damages
incurred by the EDCs, which damages shall be détexdnn accordance with the terms
of the BGS-FP Supplier Master Agreement as if thener 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.

IX.E. Association and Confidential Information Rules
IX.E.1. Process for Reporting Associations, ldentifying Concerns and
Remedies

Interested parties applying to qualify to bid ire tAuction will be required to
indicate in their Part 1 Applications whether ttaeg part of a bidding agreement, a joint
venture for purposes of participating in the Auefi@ 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-FP Auction Rules, the terms of B®S-FP Supplier Master
Agreement, as well as signifying its agreement thawill not assign its rights or
substitute another entity in its place. These tamtal certifications are discussed in
section IX.B.2.

Once parties are qualified to bid in the Auctioacke qualified bidder will be
asked in its Part 2 Application to make a numbecetifications, each detailed below,
and each qualified bidder may be asked to provitiktianal information to the Auction
Manager if these certifications cannot be madepadrticular, each qualified bidder will
be informed of the list of qualified bidders andliviie asked to certify that it is not
associated with any other qualified bidder. If walffied bidder cannot make such a
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certification, it will be asked to identify assotas it may have with other qualified
bidders. The criteria that determine whether tudunlérs are associated with one another
are given below. If two qualified bidders are asasted 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 ohgp&rticipation. The Auction Manager
may require qualified bidders that are associatiéd @ne another to bid as one entity or
to reorganize so as to no longer be associatedomghanother.

Qualified bidders will be asked to certify that yheill undertake to appropriately
restrict their disclosure of confidential infornati relative to their bidding strategy and
confidential information regarding the Auction Pess (both of which are defined in
section IX.E.3). Qualified bidders will also bekad to certify that they have not come
and will not come to any agreement with anothetifyed bidder with respect to bidding
at the Auction, except as disclosed and approvethdyuction Manager in their Part 1
Application. In addition to certifications regamndi associations and confidential
information, each qualified bidder makes a numleotber certifications signifying its
agreement that a bid is a binding offer to proddevice under the terms of the BGS-FP
Supplier Master Agreement, as well as signifyirsgagreement that it will not assign its
rights or substitute another entity in its placelhese additional certifications are
discussed in section IX.B.2.

Before obtaining final documentation necessary aotigpate in the Auction,
registered bidders will be required to certify thhey will continue to maintain the
confidentiality of any information that they wilblkie acquired through their participation
in the Auction Process.
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IX.E.2.

Association Criteria

1. Preliminary Definitions

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

C.

majority voting power, a majority of common direxdp 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 eudly if the party controls
another entity that controls the entity in questjonthrough a longer line of
control; e.g., if the party controls another entityat controls an entity that
controls the entity in question, etc.).

A party participates directly in another entity Z if the party holdsyariass of
listed shares, if it holds the right to acquiretssbares, if it holds any option
to purchase shares or if it has voting power. gémicipation 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 with the 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 eachrdftigidder A

Controls bidder B, directly or indirectly; or

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

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

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

Is controlled by an entity that has at least a 1@&fticipation, direct or
indirect, in Bidder B and that is concerned witli@er B’s bid.
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3. Bidder A and Bidder B are associated if there pay which
a. Controls Bidder A, directly or indirectly; or

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

c. Controls an entity that has at least a 10% pagtmp in Bidder A, direct or
indirect, and is concerned with Bidder A’s bid; or

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

e. Has confidential information about Bidder A’s biddais controlled by an
entity or person that controls Bidder A directlyiodirectly; or

f. Has confidential information about Bidder A’s biddais controlled, directly
or indirectly, by an entity that has at least a lficipation 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 [gagy that has at least a 20%
participation, directly or indirectly, in both biddk.

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

a. Has at least 10% participation in Bidder B, dirgatlr 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 Ja#ticipation in Bidder B,
directly or indirectly, and is concerned with Biddgs bid; or

e. Is controlled by a person or entity that controidd®r B directly or indirectly;
or
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f. Is controlled by a person or entity that has a$tlé8% participation in Bidder
B, directly or indirectly, and is concerned withdBer B’s bid; or

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

IX.E.3. Definitions of Confidential Information

Confidential information relative to the bidding strategy means 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 mrimation 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
bidder wishes to serve of one or more EDCs’ systehes bidder’'s estimation of the
value of a tranche of the various EDCs’ systems; lifdder’s estimation of the risks
associated with serving BGS-FP Load or of servingadicular EDC; and a bidder’s
contractual arrangements for power with a partyseéove the BGS-FP Load were the
bidder to be a winner at the Auction.

Confidential information regarding the Auction Process means information that
is not released publicly by the Board or the Auttdanager 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.

IX.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.
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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 muststdt 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.

A qualified bidder unable to make certification 2ush identify the qualified
bidders with which it is associated and the natdithe association.

3. A qualified bidder must certify that, other thanatified 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 arrangemeettgning 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 gystem on which bids are
placed, when or at what prices bids are withdrawswitched, or the amount of
exit prices.

An Advisor is an entity or person(s) that will be advisingassisting the qualified
bidder with bidding strategy in the BGS-FP Auctiovith estimation of the value of a
system’s tranches, or with the estimation of tlskgiassociated with serving BGS-FP
load.

4. A qualified bidder must certify to one of the foallng: (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; ori)(iihe qualified bidder has
retained an Advisor who will provide similar advice assistance to another
qualified bidder, or who will be privy to confideak information relative to any
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other qualified bidder’s bidding strategy, but agprate protections have been
put into place to ensure that the Advisor does s@tve as a conduit of
information between, or as a coordinator of thedinid strategies of, multiple
bidders.

A qualified bidder unable to make certification 4shname the Advisor and the
other bidder(s) concerned.

5. A qualified bidder must certify that the qualifidzidder is not a party to any
contract for the purchase of power that might beduas source of supply for
BGS-FP, and that (i) would require the disclosurarty confidential information
(confidential information relative to the biddingtrategy or confidential
information regarding the Auction Process) to tleinterparty under such a
contract; or (ii) that would require the disclosufeany confidential information
(confidential information relative to the biddingtrategy or confidential
information regarding the Auction Process) to atheo party; or (iii) that would
provide instructions, direct financial incentives;, other inducements for the
bidder to act in a way determined by the countéyparthe agreement and/or in
concert with any other bidder in the Auction. Nihstanding the above, a
qualified bidder may, during negotiations prior ttee Auction for contractual
arrangements for power to serve BGS-FP Load werditider to be a winner at
the Auction, discuss with the counterparty to saglangements the nature of the
products to be purchased, the volume, and the gtieehich it is willing to buy
these products.

A qualified bidder unable to make certification fush 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
qualified bidder and the nature of the confident&rmation.

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
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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, includingetkost 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.

Furthermore, in its Part 2 Application a qualifieédder will have to certify that it
will not disclose any confidential information redang 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 gualified bidder must certify that if it is re¢ggsed to participate in the Auction,
the qualified bidder will not disclose at any tinméormation regarding the initial
eligibility in the Auction or the list of registedebidders, 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 angtypaxcept 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 ségried 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 aodegures essential to submit bids in
the Auction. The registered bidder also certifthat it will destroy all documents
provided by the Auction Manager that contain coeritial information within five days
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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 dase 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 Boppitaves the Auction results,
the Board may choose to release information reggrdéinal BGS-FP prices and the
names of the winners. At that point, a winner nitsglf release information only
regarding the number of tranches it has won andetingories the winner will be serving,
and a losing bidder may itself release informatmmy regarding the fact that it
participated in the Auction. The winners and Igslridders otherwise continue to be
bound by their certifications as described previus

IX.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 cedtion.

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 load caps fan the administration of the Auction.
Bidders can be allowed to bid independently or loarasked to end their association or
agreement as a condition of participation, as anstances warrant. If qualified bidders
are asked to end their associations they will bergfive days to do so.

If qualified bidders do not comply with addition@formation 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 réjiae application.
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Sanctions can be imposed on a qualified biddefditing to disclose information
relevant to determining associations, for coordiatwith another bidder without
disclosing this fact, for releasing confidentiglonmation except as provided in 3, 5, and
7 of section IX.E.4, or for disclosing informati@uring the Auction to a person other
than those specified in 10 of section IX.E.4. Ssahctions can include, but are not
limited to, loss of all rights to serve any BGS-EBad won in the Auction by such
bidder, forfeiture of bid bonds and other fees @dsbr paid, liqguidated damages of
$100,000, action under state or federal laws, mtgs’ fees and court costs incurred in
any litigation that arises out of the bidder's imyper disclosure, debarment from
participation in future BGS Auctions, prosecutiordar 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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IX.F. Glossary of Auction Terms

IX.F.1. Associated With

A bidder is associated with another if the two leiddhave ties that could allow
them to act in concert or that prevent them fromgeting actively against each other in
the Auction. Specific criteria for associations arovided in section IX.E.2.

IX.F.2. Auction Volume

The Auction volume is a number of tranches thatER&Cs taken together will
purchase through the Auction (representing onettbfr BGS-FP Load). The Auction
Manager, in accordance with confidential guidelirggproved by the Board, may cut
back the Auction volume.

IX.F.3. BGS

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

IX.F.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.

IX.F.5. BGS-CIEP Load

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

IX.F.6. BGS-FP Load

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

BGS-FP Peak Load Share is the portion of PIJM-detexinEDC zonal peak load
on one proxy day attributable to customers in RE ctasses that are taking BGS on that
proxy day. The BGS-FP Peak Load Share is a sirailee measured in MW.

IX.F.8. Bid

A bid consists of four numbers: a number of PSE&enthes, a number of
JCP&L tranches, a number of ACE tranches, and abeuraf RECO tranches. A bid
represents the number of tranches that a biddérewi® 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 additto the number of tranches that it
wishes to bid for each EDC, such as switching pires and exit prices. A bid is valid
when it is submitted and verified in the biddingapl, and processed by the Auction
software.

IX.F.9. 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 reviseclvange this bid as long as the
bidding phase of the round is still open.

IX.F.10. Calculating Phase

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

IX.F.11. 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 retaitmugrs served by a third party supplier
who, were they to take BGS, would do so under aPQHiff, adjusted for losses.

IX.F.12. 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
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their Contingency Plans, the EDCs will purchaseessary services including installed
capacity, energy, and ancillary services, througikladministered markets.

IX.F.13. 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 EDGumedaagainst a measure of
maximum possible excess supply.

IX.F.14. Denied Switches

The Auction Manager denies reductions in the nunobé&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 frééd.

IX.F.15. EDC Load Cap

An EDC load cap is a maximum number of tranchesdhadder can bid and win
for that EDC. For each EDC, the bidder’s combinachber of tranches bid at the going
price, retained withdrawals, and denied switchesmotexceed the EDC load cap in any
given round.

IX.F.16. EDC-Specific Summer Factor

The factor by which an EDC’s Auction price is mplied to determine the price
that each BGS-FP supplier for that EDC receivest@ry kWh of load it serves in each
summer month of the supply period. The summer hwmtre from June 1 through
September 30.

IX.F.17. EDC-Specific Winter Factor

The factor by which an EDC’s Auction price is mplied to determine the price
that each BGS-FP supplier for an EDC receives Y¥eryekWh of load it serves in each
winter month of the supply period. The winter mienaire from October 1 through May
31.
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IX.F.18. 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 méntne number of tranches that the bidder
withdrew in the bidding phase of the previous roumdhether or not the Auction
Manager retains these withdrawn tranches).

IX.F.19. Eligibility Ratio

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

IX.F.20. End of Auction

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

IX.F.21. 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 izerhichever is greater.

IX.F.22. 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 tlamthes 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
higher than the going price in the current round bess than or equal to the previous
going price for the EDC. No exit price is namedewhwithdrawing tranches of free
eligibility.
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IX.F.23. Extension

An extension extends the bidding phase of a royntiSominutes. Each bidder is
allowed two extensions during the Auction. A bidée 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 auticaily extended for the convenience
of bidders.

IX.F.24. Financial Guarantee

Each qualified bidder must post a financial guaganin the form of a letter of
credit (or bid bond), proportional to its indicaiwffer at the maximum starting price.
Some bidders may be required to post additionalAm&tion security depending on a
creditworthiness assessment.

IX.F.25. FP Load

FP Load is the retail load excluding the CIEP Load.

IX.F.26. FP Peak Load Share

FP Peak Load Share is the portion attributabladsé customers on FP service of
PJM-determined EDC zonal peak load on one proxy déye FP Peak Load Share is a
single value measured in MW that consists of th&sB® Peak Load Share and the peak
load attributable to customers who are served by tharty suppliers on the proxy day
and who are in FP rate classes.

IX.F.27. Free Eligibility

A denied switch that is replaced in filling thertche 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 esidepwill be named and this tranche
will not be retained.
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IX.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 benestjby PJM.

IX.F.29. Going Price

The going price for an EDC in a round is the patevhich 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 €2l at the going price for the EDC.

IX.F.30. Indicative Offer

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 comdy). 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 cdanexceed the statewide load cap.
Indicative offers are provided with the Part 2 Apation.

IX.F.31. Initial Eligibility

See Eligibility and Initial Eligibility.

IX.F.32. Minimum and Maximum Starting Prices

The minimum and maximum starting prices establish tange of possible
starting prices for the Auction: each EDC will 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 stapiiitgs.

IX.F.33. MW-Measure

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

NERA

Economic Consulting



84 ¢ FINAL BGS-FP AUCTION RULES FP AUCTION

IX.F.34. Outbid (Denied Switches)

A denied switch that is replaced in filling thertche target by a new tranche at
the going price is said to be outbid.

IX.F.35. Oversupply Ratio

The oversupply ratio is the ratio of the excespfupn an EDC to a measure of
the maximum possible excess supply on that EDC.e fiteasure of the maximum
possible excess supply on an EDC takes into acctentotal excess supply in the
Auction, the EDC load cap, and the number of regest bidders.

IX.F.36. Part 1 Application

In their Part 1 Applications, interested partiedl we asked to submit financial
information so that the EDCs can assess their tevedthiness. In addition, interested
parties will be asked to comply with other quahfion criteria, including agreeing to
comply with the BGS-FP Auction Rules and agreeiogthe terms of the BGS-FP
Supplier Master Agreement. Each interested paittyalgo be asked to agree that if the
interested party is successful in its Part 1 Agtian it will keep confidential the list of
other successful applicants and it will not asstgrrights or substitute another entity in
its place.

IX.F.37. Part 1 Application Date

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

IX.F.38. Part 2 Application

In the Part 2 Application, qualified bidders willke 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 terai the BGS-FP Supplier Master
Agreement; and not to assign its rights or sulistiéunother entity in its place.
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IX.F.39. Part 2 Application Date

Date at which Part 2 Applications are due. Thitedull be set no later than 10
days before the start of the Auction.

IX.F.40. Product in the Auction

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

IX.F.41. Qualified Bidder

An interested party that has submitted a Part 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.

IX.F.42. Recess

A recess is a suspension of the Auction for a pleob 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 firevious round was 40 or fewer
tranches.

IX.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).

IX.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
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2 Application include the submission of an indieatioffer and financial guarantees.
These conditions also include making certificatioefating to the Association and
Confidential Information Rules or, if not all thesertifications can be made, providing
additional information to the Auction Manager anpiding by the course of action
decided by the Auction Manager.

IX.F.45. Reporting Phase

The reporting phase is the third and final phase obund, during which the
Auction Manager informs the bidders of the resoltghat round’s bidding phase. All
bidders are informed of the going prices for thetnm®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.

IX.F.46. Round

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

IX.F.47. Rounding

Prices and exit prices are in cents per kWh andr@raded off to the nearest
thousandth of a cent.

IX.F.48. Session

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

IX.F.49. Starting Prices

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

IX.F.50. Statewide Load Cap

The statewide load cap is a maximum on the numbiaiches that a bidder can
bid and win statewide.
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IX.F.51. Switches and Switching

Switching involves an increase in the number aht¢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
when a bidder reallocates its tranches bid witloatnging the total number of tranches
bid on all EDCs. Switching alone has no effecebgibility.

IX.F.52. Switching Priority

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

IX.F.53. Target Eligibility Ratio

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

IX.F.54. Time-Out

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

IX.F.55. Total Excess Supply

The total excess supply in the Auction is the sawer all EDCs for which the
number of tranches bid exceeds the tranche taajethe excess supplies for the
individual EDCs, plus tranches of free eligibility.

IX.F.56. Tranche

A tranche of one EDC is a full-requirements trancha tranche is a fixed
percentage share of the BGS-FP Load of an EDChioperiod June 1, 2012 to May 31,
2015.
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IX.F.57. Tranche Size

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

IX.F.58. Tranche Target

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

IX.F.59. Withdrawal

A bidder reduces the number of tranches bid on € Ehrough a withdrawal
when the bidder is reducing the number of tran¢dh@®n an EDC, while not increasing
the number of tranches bid on other EDCs, and iadiscing 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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IX.G. Appendix

IX.G.1. Tranches

Data for sample calculations are provided in thxetdelow. The second column
of the table provides, for each EDC, the 2011 F&R@ad Share on a proxy day. The
fourth column provides the number of tranches &mheEDC, which is the tranche target.
The last column provides the MW-measure, whichasegally the size of the tranche
times the FP Peak Load Share (please see thebmie BICP&L below).

Table IX-5. Peak Load Shares

0 oGk Gmoned e Smavace  wwe
(MW) Auction (MW)

PSE&G 8,479.26 2,892.92 29 1.18% 99.76

Jcp&l’ 5,001.60 1,932.44 20 1.93% 96.62

ACE 2,095.50 666.75 7 4.55% 95.25

RECO 398.20 99.55 1 25.00% 99.55

Total 15,974.56 5,591.66 57

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

With the 2010 Auction, JCP&L began transitioningptocuring more tranches so
that the MW-measure of a tranche is closer to apprately 100 MW. Three tranches
were or will be added to each of the 2010, 2014, 2012 Auctions. At the end of the
transition, after the 2012 Auction, JCP&L will beopuring 53 tranches. The percentage
of the BGS-FP Load that JCP&L is procuring, as \aslithe size of a tranche, will vary
across these three Auctions.

° The Board has directed that JCP&L continue to eset® MW of its residential load, using the St.
Lawrence Project Power and, as necessary, purcirase®JM-administered markets. JCP&L will serve
10 MW in every hour. The FP Peak Load Share irtabte above has been reduced by 10 MW.
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IX.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
y=———
mln(RES LG T1)

The numerator is the excess supply on an EDC, wikithe number of tranches bid at
the going price §) minus the tranche targeT ). The denominator is a measure of
maximum possible excess supply for that EDC. Tteess supply on an EDC must be
less than or equal to the total excess supplyenAtiaction. RES is the upper bound of
the range of total excess supply reported to bglder30 tranches, whichever is larger,
and it serves as a measure of total excess supfihgiAuction. The excess supply on an
EDC must also be less than or equal to the exagsslysthat would result from all
bidders bidding the load cap on the EDC. Thigmesented by[1L.C-TT, namely the
number of registered biddem) (times the load cad-C) minus the tranche targerT).
The estimate of maximum possible excess supplyhferEDC used for the decrement
rules is RES, or the measure based on the number of regisbkedelérs and the load cap
NnCLC-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 20 tranches or mtren the decrement for that
EDC is set as follows:

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

For example ify = 0.5000, ther = 0.0270, which means that prices are reduced# 2
for the next round. Prices will be rounded ofthe nearest thousandth of a cent.

Using this rule, the smallest decrement would &0 (and the amount of the
price decrease would be rounded off to the nedhestsandth of a cent). When the
oversupply ratio is at or below 0.1667 (but aboyetlle decrement is set at 0.5%. The
decrement is never more than 5% (subject to rognolif). When the oversupply ratio is
0.8485 or greater, which means that the excesdysoppghe EDC reaches 84.85% of its
maximum, the decrement is set at 5%. When thesapety ratio is between 0.1667 and
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0.8485, so that the excess supply on the EDC wwdset 16.67% and 84.85% of its
maximum, the decrement is between 0.5% and 5% @iogpto the rule given above.

If an EDC'’s tranche target is between 10 and 18ctras (inclusive), then the
decrement for that EDC is set as follows:

A = Max [ 0.005 , min {(0.13§ — 0.013) , 0.05} ]

For example ify = 0.3000, therA = 0.0278, which means that prices are reduced by
2.78% for the next round. Prices will be roundéfdmthe nearest thousandth of a cent.

Using this rule, the smallest decrement would E®0(and the amount of the
price decrease would be rounded off to the nedhestsandth of a cent). When the
oversupply ratio is at or below 0.1324 (but aboyetl®e decrement is set at 0.5%. The
decrement is never more than 5% (subject to rognolif). When the oversupply ratio is
0.4632 or greater, which means that the excesdysoppghe EDC reaches 46.32% of its
maximum, the decrement is set at 5%. When thesapgty ratio is between 0.1324 and
0.4632, so that the excess supply on the EDC wmwdmet 13.24% and 46.32% of its
maximum, the decrement is between 0.5% and 5% @iogpto the rule given above.

If an EDC’s tranche target is between 5 and 9 traac(inclusive), then the
decrement for that EDC is set as follows:

A = Max [ 0.005 , min {(0.16 — 0.006) , 0.05} ]

For example ify = 0.2500, theA = 0.0340, which means that prices are reduced4 3
for the next round. Prices will be rounded ofthie nearest thousandth of a cent.

Using this rule, the smallest decrement would &0 (and the amount of the
price decrease would be rounded off to the nedhestsandth of a cent). When the
oversupply ratio is at or below 0.0688 (but aboyetlde decrement is set at 0.5%. The
decrement is never more than 5% (subject to rognalif). When the oversupply ratio is
0.3500 or greater, which means that the excesslysoppthe EDC reaches 35% of its
maximum, the decrement is set at 5%. When thesapgty ratio is between 0.0688 and
0.3500, so that the excess supply on the EDC iwvdmet 6.88% and 35% of its
maximum, the decrement is between 0.5% and 5% @iogpto the rule given above.

If an EDC'’s tranche target is 4 tranches or fewlse, decrement for that EDC is
set as a series of steps.
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Using this rule, the smallest decrement would be(4@6l the amount of the price
decrease would be rounded off to the nearest thdtisaof a cent). The smallest
decrement would be in effect when the oversuppiip lia at or below a pre-determined
minimum value. The decrement is never more than(&dbject to rounding off). The
largest decrement would be in effect when the ayaply ratio is above a pre-determined
maximum value. When the oversupply ratio is in lestw the pre-determined minimum
and maximum values, the decrement will be set at@mnmore values between 1% and
5%. For two or more consecutive values of the aygply ratio, the decrement will stay
constant.

For example, if the tranche target is 1 and if laenber of registered bidders is
greater than or equal to 15, the following seriesteps could be used:

0.01 if y <0.15
A =< 003 if 0.15<y<0.3

0.05 if y >0.3

When the oversupply ratio is at or below a minimuatue of 0.1500, the decrement is
set at 1%. When the oversupply ratio is above amax value of 0.3000, which means
that the excess supply on the EDC exceeds 30.00¢ wfaximum, the decrement is set
at 5%. When the oversupply ratio is at or below0O0O®but above 0.1500, so that the
excess supply on the EDC is at or below 30% buwvalkb% of its maximum, the
decrement is constant at 3%

As another example, if the tranche target is 2 iinle number of registered
bidders is greater than or equal to 16, the folhgngeries of steps could be used:

0.01 if vy < 0.08
A =< 0.03 if 0.08<y<0.18

0.05 if y >0.18

When the oversupply ratio is at or below a minimuatue of 0.0800, the decrement is
set at 1.00%. When the oversupply ratio is abowveaaimum value of 0.1800, which
means that the excess supply on the EDC exceedoflB%amaximum, the decrement is
set at 5%. When the oversupply ratio is betweeB@0and 0.1800, so that the excess
supply on the EDC is between 8% and 18% of its mari, the decrement is constant at
3%.
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The rules provided above as examples have thresibj@svalues for the
decrement or three “steps”. The exact form of thles used in the Auction for EDCs
with four or fewer tranches will depend on the tia@ target and on the number of
registered bidders. In general, if the tranchedlgcreases or the number of registered
bidders increases, the number of steps in theibmatay increase.

Changein Regime

Decrements continue to be between 0.5% and 5%eoptdvious 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 30 or fewanthes, 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.

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

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

A = Max [ 0.0025 , min {( 0.03§— 0.002) , 0.025} ]

For example ify = 0.5000, therA = 0.0145, which means that prices are reduced by
1.45% for the next round. Prices will be roundeidt@the nearest thousandth of a cent.

Using this rule, the smallest decrement would 25%. (and the amount of the
price decrease would be rounded off to the nedhesisandth of a cent). When the
oversupply ratio is at or below 0.1364 (but aboyetle decrement is set at 0.25%. The
decrement is never more than 2.5% (subject to riagnoff). When the oversupply ratio
is 0.8182 or greater, which means that the exaggslys on the EDC reaches 81.82% of
its maximum, the decrement is set at 2.5%. Wheroteesupply ratio is between 0.1364
and 0.8182, so that the excess supply on the EOfgtiseen 13.64 and 81.82% of its
maximum, the decrement is between 0.25% and 2.5%rdiag to the rule given above.

If an EDC'’s tranche target is between 10 and 18ctras (inclusive), then the
decrement for that EDC is set as follows:

A = Max [ 0.0025 , min {(0.06§ — 0.0065) , 0.025} |
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For example ify = 0.3000, therd = 0.0139, which means that prices are reduced by
1.39% for the next round. Prices will be roundeidt@the nearest thousandth of a cent.

Using this rule, the smallest decrement would 25%. (and the amount of the
price decrease would be rounded off to the nedhesisandth of a cent). When the
oversupply ratio is at or below 0.1324 (but aboyetle decrement is set at 0.25%. The
decrement is never more than 2.5% (subject to riagnoff). When the oversupply ratio
is 0.4633 or greater, which means that the exaggslyson the EDC reaches 46.32 of its
maximum, the decrement is set at 2.5%. When thesapely ratio is between 0.1324
and 0.4632 so that the excess supply on the EDi@etiween 13.24 and 46.32 of its
maximum, the decrement is between 0.25% and 2.5%rdiag to the rule given above.

If an EDC’s tranche target is between 5 and 9 trasc(inclusive), then the
decrement for that EDC is set as follows:

A = Max [ 0.0025 , min {(0.0§ — 0.003) , 0.025} ]

For example ify = 0.3000, therA = 0.0210, which means that prices are reduced by
2.10% for the next round. Prices will be roundedt@fthe nearest thousandth of a cent.

Using this rule, the smallest decrement would 25%. (and the amount of the
price decrease would be rounded off to the nedheaisandth of a cent). When the
oversupply ratio is at or below 0.0688 (but aboyetle decrement is set at 0.25%. The
decrement is never more than 2.5% (subject to riagnaoff). When the oversupply ratio
is 0.3500 or greater, which means that the exaggslyson the EDC reaches 35% of its
maximum, the decrement is set at 2.5%. When thesapely ratio is between 0.0688
and 0.3500, so that the excess supply on the ED@etiseen 6.88% and 35% of its
maximum, the decrement is between 0.25% and 2.5%rdiag to the rule given above.

If an EDC'’s tranche target is 4 tranches or fewlee, decrement for that EDC is
set as a series of steps.

Using this rule, the smallest decrement would 25%. (and the amount of the
decrease in price would be rounded off to the retdh®usandth of a cent). The smallest
decrement would be in effect when the oversuppiip lia at or below a pre-determined
minimum value. The decrement is never more thafSubject to rounding off). The
largest decrement would be in effect when the ayaply ratio is above a pre-determined
maximum value. When the oversupply ratio is in lestw the pre-determined minimum
and maximum values, the decrement will be set at@nmore values between 0.25%
and 2.5%. For two or more consecutive values obtlesupply ratio, the decrement will
stay constant.
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For example, if the tranche target is 1 and if lnenber of registered bidders is
greater than or equal to 15, the following seriesteps could be used:

0.0025 if y < 0.15
A =< 0015 if 0.15<y<0.3

0.025 if y >0.3

When the oversupply ratio is at or below a minimuatue of 0.1500, the decrement is
set at 0.25%. When the oversupply ratio is abowveaaimum value of 0.3000, which
means that the excess supply on the EDC exceed@%®f its maximum, the decrement
is set at 2.5%. When the oversupply ratio is atedow 0.3000 but above 0.1500, so that
the excess supply on the EDC is at or below 30.60%@bove 15.00% of its maximum,
the decrement is constant at 1.5%.

As another example, if the tranche target is 2 iatide number of registered bidders is
greater than or equal to 15, the following seriesteps could be used:

0.005 if y < 0.08
A =< 0.015 if 0.08<y<0.18

0.025 if 1y >0.18

When the oversupply ratio is at or below a minimuatue of 0.0800, the decrement is
set at 0.50%. When the oversupply ratio is abowveaaimum value of 0.1800, which

means that the excess supply on the EDC exceedl8%&f its maximum, the decrement
is set at 2.5%. When the oversupply ratio is betw@®800 and 0.1800, so that the
excess supply on the EDC is between 8.00% and #8d0ts maximum, the decrement
is constant at 1.5%.

The rules provided above as examples have thresibp®svalues for the
decrement or three “steps”. The exact form of thkes for EDCs with 4 or fewer
tranches will depend on the tranche target andhenntimber of registered bidders. In
general, if the tranche target increases or thebeurof registered bidders increases, the
number of steps in the function may increase.

The decrement for an EDC with a tranche target of 4ewer is subject to an
automatic increase when the decrement remainseaR#gime 2 minimum for three
rounds in a row. The maximum number of rounds nowa for which the decrement is
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increased is three rounds. If the decrement issased, it is set to the average of the
minimum decrement and the next highest decrement.

Specifically, the decrement mimped up, i.e., increased from the minimum to an
average of the two smallest decrements, wheneeeddélrement would otherwise have
been set at the minimum in that round, and:

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

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

» Of the three previous rounds, the decrement waats&e 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 greater than or equal to 15. If therawaply ratio is at or below 0.1100 for

rounds 20, 21, 22 and 23, the decrement is séeaninimum (0.25%) in rounds 20, 21

and 22, but the decrement is increased to 0.87b&wfterage of the minimum decrement
0.25% and the next highest decrement, 1.5%) ind@m
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D. BGS-FP 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-FP SUPPLIER MASTER AGREEMENT, made and entered into
this day of , 2012, by and between (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-FP Supplier” and, collectively, the “BGS-FPpliers”), the Company and each
BGS-FP Supplier hereinafter sometimes referred ditectively 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., the Nésvsey Board of Public Utilities
(“BPU”) has been authorized to make available tp power supplier on a competitive
basis the opportunity to provide Basic Generatiervige (“BGS”); and

WHEREAS, in its Decision and Order dated , in Docdket EO11040250
(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 to , 2012, a successful@utr bidding out
BGS-FP was held; and,

WHEREAS, each BGS-FP Supplier was one of the winning bi&lde the
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auction for the provision of BGS-FP; 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-FRd.oovered by the winning bid; and

WHEREAS, pursuant to the auction procedures approvedein th  Order, the
Company and each of the BGS-FP Suppliers desirenter into this BPU-approved
BGS-FP Supplier Master Agreement (“Agreement”) isgttforth their respective
obligations concerning the provision of BGS-FP.

NOW, THEREFORE, in consideration of the mutual covenants and sesset
forth below, and for other good and valuable coasition, 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.

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

Auction Price — the price, set forth in Appendix Agsulting from the Company’s
competitive solicitation of the opportunity to siypBGS-FP subject to any adjustment
made pursuant to Section 15.9 hereof. This pedfe basis for financial settlement of
BGS-FP Supply supplied by the BGS-FP Supplier toSBt® Customers under this
Agreement.

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.

Basic Generation Service Supply or “BGS Supply”’ithex BGS-FP Supply or BGS-
CIEP Supply.

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

BGS-CIEP Load — the full electricity requirememaqaluding without limitation, Energy,
Capacity, Ancillary Services and Firm Transmiss8arvice) of BGS-CIEP Customers.

BGS-CIEP Supplier — an entity that has been saldbt®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 a BGS-CIEP SuppMaster Agreement with the
Company as a Party. Each BGS-CIEP Supplier musairb&éSE and shall have the
obligations of an LSE under the PJM Agreements.

BGS-CIEP Supplier Responsibility Share — for eadBSBCIEP Supplier, the fixed
percentage share of the Company’'s BGS-CIEP Load/ffiach the BGS-CIEP Supplier is
responsible as set forth in Appendix A to the BASKC Supplier Master Agreement.
The stated percentage share was determined bypiginy the number of tranches won
by the BGS-CIEP Supplier in the auction times t@BCIEP Tranche size percentage
share.

BGS-CIEP Supply — unbundled Energy, Capacity, Aacil Services and Firm
Transmission Service, including all losses andtmgestion costs associated with the
provision of such serviceand such other services or products that a BGS-Gligiplier
may be required, by PJM or other governmental Healying jurisdiction, to provide in
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order to meet the BGS-CIEP Supplier Responsibifityare under the BGS-CIEP
Supplier Master 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 and is not taking electric generagervice from a Third Party Supplier.

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

BGS-FP Peak Load Share — is the portion of loadbatable to those Customers on
BGS-FP of the PIJM-determined EDC zonal peak load.

BGS-FP Supplier — an entity that has been seldbtedigh 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 accaelawith the Applicable Legal
Authorities and has entered into this Agreementwite Company as a Party. Each
BGS-FP Supplier under this Agreement must be an &&Eshall have the obligations of
an LSE under the PJM Agreements. The term “sappéilso refers generically to any
entity authorized by the BPU to provide BGS Supply,opposed to a specific signatory
to this Agreement, where the context makes it gmpxte to do so. The distinction can
be derived from the context, but is also genenadfiected in the use of lower case type
(“supplier”) to reflect the generic usage, and attidl capital (“Supplier”) to reflect a
Party to this Agreement.

BGS-FP Supplier Responsibility Share — for each BBSSupplier, the fixed percentage
share of the Company’s BGS-FP Load for which theSB& Supplier is responsible as
set forth in Appendix A. The stated percentageeshas determined by multiplying the
number of Tranches won by the BGS-FP Supplier enahiction times the Tranche size
percentage share.

BGS-FP Supply — unbundled Energy, Capacity, Angille&Services and Firm
Transmission Service, including all losses andtmgestion costs associated with the
provision of such serviceand such other services or products that a BGStkplier
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may be required, by PJM or other governmental bualying jurisdiction, to provide in
order to meet the BGS-FP Supplier Responsibilitgr8lunder this Agreement.

BGS-FP Tariffs — Rate Schedules of the Company.

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 thatleble by the Company to the BGS-FP
Supplier 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 orymtsdhat 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 anmdiata.

Costs — means, with respect to the Non-DefaultiagyPbrokerage fees, commissions
and other similar transaction costs and expenssonably 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 Ndatieng 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-
CIEP from a BGS-FP Supplier or BGS-CIEP Suppliespectively, in accordance with
the Applicable Legal Authorities.
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Damages — financial compensation from the Defaglftarty 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 specifiedectf®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 apgiale 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 ahfioad, equipment damage, or
tripping of system elements that could adverselgcafthe reliability of an electric
system or the safety of persons or property; 9ra(ifuel shortage requiring departure
from normal operating procedures; or (iii) a comitthat 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 tBompany’s electrical system or the
electrical system(s) of other(s) to which the Comy electrical system is directly or
indirectly connected (a “Connected Entity”). Suwcleondition or situation may include,
but shall not be limited to, potential overloadiogthe Company’s transmission and/or
distribution circuits, PJM minimum generation (Hhigload”) conditions, or unusual
operating conditions on either the Company’s oroar@cted Entity’s electrical system,
or conditions such that the Company is unable tweptc Energy from the BGS-FP
Supplier without jeopardizing the Company’s elaetisystem or a Connected Entity’s
electrical system.

Energy — three-phase, 60-cycle alternating curedattric energy, expressed in units of
kilowatt-hours or megawatt-hours.

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 StandaiMig,.A.C. 14:8-2 et seq., as modified
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or superseded, or in such other regulations oBiAel 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 éffect of requiring that specified
levels of electric power sold for the provision Bésic Generation Service shall be
produced from, or be otherwise attributable toeveable 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 ofGbepany’s rate tariff filing seeking an
increase or decrease for Firm Transmission Serwbéch 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 thecdr increase or decrease in the
Firm Transmission Service ratein dispute or in question.

Final Monthly Energy Allocation or “FMEA” — is a qutity 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
Transmission Service shall mean the type of trassiom service offered under the PIM
OATT that is accorded the highest level of priorfty scheduling and curtailment
purposes.

Forward Market Price — the price for On-peak EneFRprwards as determined by
averaging concurrent quotations obtained by allthed EDCs from the same three
independent brokers active in the electric markstavailable.
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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 attacteethis BGS-FP Supplier Master
Agreement or other form approved by the Company).

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

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

Suppliers.

Independent Credit Requiremeat “ICR” — an amount required as security under
Section 6.3 of this Agreement, to reflect the rigk Energy and Capacity price
movements between the Early Termination Date cabsedn Event of Default by a
BGS-FP Supplier and the date the final calculabbidamages owing to the Company
under Section 5.2 of this Agreement is made.

Interest Index — the average Federal Funds Effediate for the period of time the funds
are on deposit. The Federal Funds Effective Ratpuldished daily on the Federal
Reserve website (http://www.federalreserve.govasse/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, regolator franchise to sell electricity to retail
customers located within the PJM Control Area a term is defined in the PJIM RAA
or in successor, superseding or amended versiotitedJM RAA that may take effect
from time to time over the term of this Agreement.

Losses — means, with respect to any Party, an amemual 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.

MAAC - the Mid-Atlantic Area Council of NERC or imuccessor.

Margin — the amount by which the Total Exposure Amoexceeds a BGS-FP
Supplier’s, or Guarantor’s, credit limit as definadSection 6.6.
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Mark-to-Market Exposure Amount — an amount caladadaily for each BGS-FP
Supplier reflecting the total MtM credit exposucethe Company due to fluctuations in
market prices for Energy minus amounts due pursigathiis Agreement to such BGS-FP
Supplier for the delivery of BGS-FP Supply. TheatdiitM credit exposure will be equal
to 1.1 times the sum of the MtM credit exposureselach Billing Month as set forth in
Section 6.5 of this Agreement. The methodology dafculation of the MtM credit
exposure is illustrated in Appendix B.

Maximum Credit Limit — the lesser of the applicabteof TNW and the applicable credit
limit cap as specified in Section 6.6 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 traresdeentity 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 delingaas defined in Section
6.4(a)(i) of this Agreement.

NERC - the North American Electric Reliability Cauiiror its successor.

On-peak Energy Forward — a standardized energyingadroduct representing the
delivery of electric power in PJM, at the WestenmbiHover a period from 7:00 a.m. up to
the hour ending at 11:00 p.m. Monday through Frigxgluding NERC holidays. In the
event that the PJM Western Hub price is no longailable or no longer representative
of a transparent trading hub, the Parties will nieg¢® in good faith to agree upon an
alternate liquid price.
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PJM — the Pennsylvania-New Jersey-Maryland Intareotion L.L.C. or its successor.
PJM Agreements — shall have the meaning ascrib8eation 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 suasess

PJM OATT - the prevailing PJM Open Access Transionsg ariff on file with the
FERC, which sets forth the rates, terms and candtiof transmission service over
transmission facilities located in the PIJM Cont#oka, as is in effect on the Effective
Date and as modified from time to time.

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

PJM RAA — the PJM Reliability Assurance Agreemenit®successor.

Preliminary Monthly Energy Allocation or “PMEA” -sia quantity in kWh which, for
any Billing Month, is the preliminary calculatiofi ine BGS-FP Load associated with the
BGS-FP Supplier's BGS-FP Supplier Responsibilitgi®h

PMEA/FMEA Adjustment Amount — for any Billing Montlthe monetary amount due to
the BGS-FP Supplier or the Company, as the case baayn order to reconcile any
difference between the PMEA used for the purposeatdulating estimated payments
made to the BGS-FP Supplier for a given month &iedRMEA used for calculating the
final payments due to the BGS-FP Supplier for sondnth as more fully described in
Article 9 hereof.

Seasonal Billing Factor — a numerical factor sethfin Appendix B hereto, one amount
applicable during the summer months of June thro8gptember, and one amount
applicable during the non-summer months of Octaibeough May, applied to the

Auction Price in accordance with the provisionsAoficle 9 of this Agreement and

thereby used to shape the Company’s payments telBGSuppliers.

Service Territory — the geographic areas of theeStd New Jersey in which the
Company serves electric Customers.
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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)4ghthis 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
and Costs exceeds the Gains and shall be considar@gnount due to the Defaulting
Party under this Agreement if the Gains exceeddts of the Losses and Costs.

Statement — a monthly report prepared by the Comgngan the BGS-FP Supplier
indicating the amount due to the BGS-FP SupplietheyCompany in compensation for
kWhs supplied to BGS-FP Customers by the BGS-Fhplgupluring the current Billing
Month, in accordance with the BGS-FP Supplier'sgailons under this Agreement.

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

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

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

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

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

Total Exposure Amount — an amount calculated dé&ily each BGS-FP Supplier

reflecting the total credit exposure to the Compang consisting of the sum of (i) the
Mark-to-Market Exposure Amount arising under thigréement; (i) any amount(s)

designated as the “Mark-to-Market Exposure Amougntising under any other BGS
Supply agreements providing for “BGS-FP Supplysonilar BGS service; and (iii) the

amount designated as the “credit exposure” undgratiher BGS Supply agreements
providing for “BGS-CIEP Supply” or similar BGS sé&rg; provided that in the event the
amount calculated for any day is a negative numbehall be deemed to be zero for
such day.

Tranche — a fixed percentage share of the BGS-Fl bbb the Company as determined
for the purposes of the auction of the Company'SB& Load. The fixed percentage is
the Tranche size for the Company.
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Wholesale Customer — an entity (e.g., a municypadit 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-FP Supplier agrees and acknowledgeshb&ampany is contracting
for the provision of BGS-FP Supply from such BGS-BBpplier as the agent for
Customers receiving Basic Generation Service — driReicing on the Company’s
distribution system pursuant to the authorizatipnsvided to the Company under the

Order. The BGS-Fbupplier further agrees and acknowledges that trmapgany
will administer and monitor the BGS-FP Supplierarformance in providing BGS-FP
Supply under this Agreement and that the Comparall ¢fe entitled, on behalf of
Customers, to enforce BGS-FP Suppliers’ obligati@hated to the provision of BGS-FP
Supply. The BGS-FP Supplier hereby permanently isredocably waives any claim
that Company is not entitled to seek enforcementhis Agreement on behalf of
Customers. However, no Customer or group of Custemay seek enforcement of this
Agreement directly against the BGS-FP Supplier aeirt own behalf, including
independently or by joining in any legal action thg Company. This Agreement does
not create, assign or grant to any Customer orggadiCustomers any rights in or claims
to damages or remedies against the BGS-FP Suppdiependent of or different from the
rights expressly granted to the Company hereurslagant for Customers.

The Company is also contracting on its own behad aot as agent for
Customers insofar as this Agreement requires thegaay: (i) to pay the BGS-FP
Suppliers as required under this Agreement; andtdiiprovide data or to otherwise
cooperate with a BGS-FP Supplier in connection witbh BGS-FP Supplier’'s provision
of BGS-FP Supply. The Parties acknowledge thatAeeement is a forward contract
and, accordingly, the Parties hereto are entitbethé protections of section 556 of the
Bankruptcy Code. The Parties therefore agreetiigafgreement may be terminated by
either Party upon the commencement of a proceedinghe other Party under any
chapter of the Bankruptcy Code in accordance wéttiSn 5.2 of this Agreement.
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2.2 Parties’ Obligations

(@) Obligations of BGS-FP_Supplier

Each BGS-FP Supplier hereby agrees severally, dtyomtly, as follows:

0] to provide sufficient quantities of BGS-FP Siippn an instantaneous
basis at all times to meet the BGS-FP Supplier Respility Share; without limitation,
the BGS-FP Supplier shall be obligated to prochosé services provided by the PIJM Ol
and to perform such functions as may be requirethbyPJM Ol that are necessary for
the delivery of BGS-FP Supply required hereunder

(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-FP Supply, before the BPU, FERCaal other regulatory body
asserting jurisdiction, including meeting the rdpa requirements of any Energy
Portfolio Standards and the BPU’s Environmentabinfation Disclosure Standards,
N.J.A.C. 14:8.3 et seq;

(i)  to become the Load Serving Entity with respexthe provision of BGS-
FP Supply for the BGS-FP Supplier Responsibilityaltghand to comply with all
requirements of a Load Serving Entity with respéct such BGS-FP Supplier
Responsibility Share;

(iv) to pay to the Company the PMEA/FMEA Adjustmefimount for any
Billing Month in which the PMEA exceeds the FMEA @ore fully described in Article
9 of this Agreement;

(v) to pay to the Company a charge of $ er_Tpanche, which
amount was announced prior to the auction for éaemche comprising the BGS-FP
Supplier's BGS-FP Supplier Responsibility Sharegrider to reimburse the Company for
the total costs of the BGS-FP auction and relatstiscassociated with providing BGS-FP
administration;

(vi) to satisfy the Energy Portfolio Standards witkspect to its BGS-FP
Supplier Responsibility Share; and

(vii) to comply in a timely manner with all obligans under this Agreement
imposed upon a BGS-FP Supplier.

NERA

Economic Consulting



110 ¢ BGS-FP SUPPLIER MASTER AGREEMENT FP AucCTION

(b) Obligations of the Company

The Company hereby agrees as follows:

0] to pay to each BGS-FP Supplier every month an ameqgnal to the
Auction Price multiplied by the Seasonal Billingcka multiplied by the PMEA, as
detailed in Article 9 of this Agreement and subjecthe exceptions set forth therein;

(i) to pay to each BGS-FP Supplier the PMEA/FMEA Atjusnt Amount
for any Billing Month in which the FMEA exceeds tRMEA, as more fully described in
Article 9 of this Agreement;

(i)  to provide to each BGS-FP Supplier its estimatedregpte 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;

(iv)  to the extent that (a) the Company purchases Engugng the term of
this Agreement from renewable energy resourcesrttest the eligibility requirements
for satisfying the Energy Portfolio Standards; tfi) renewable energy attributes transfer
to the Company under the terms of the Energy pseharangements; and (c) the
Company is not utilizing the renewable energy latities associated with such purchases
to meet obligations as a Load Serving Entity witRiiM, the Company shall apply such
renewable energy attributes to help satisfy the BBSSupplier's Energy Portfolio
Standards obligations under Section 2.2(a)(vi)hid Agreement to the extent that the
Applicable Legal Authorities expressly allow or laotize the Company to do so;

(V) to pay to each BGS-FP Supplier, as approved byBfPd, a percentage
share equal to the BGS-FP Supplier Responsibihiyr& of such BGS-FP Supplier of all
amounts received from a TPS as damages, penattiésrfeited security due to the
failure of such TPS to provide adequate notice onfarmance with applicable BPU
requirements that a Customer previously servechbyTiPS is switching to BGS-FP or
forfeited as a result of an event of default byRSTunder the Company’s Third Party
Supplier Agreement; provided that the amounts paiBGS-FP Suppliers shall be net of
any amounts retained by the Company to offset andtssses of the Company associated
with the failure of the TPS to provide adequataasobr the occurrence of an event of
default under the Company’s Third Party Supplierggnent; and further provided, that
the Company shall have no obligation to seek thewery of any damages, penalties or
forfeited security due from a TPS through colleatiefforts, judicial procedures or
otherwise and

NERA

Economic Consulting



FP AucTIiON BGS-FP SUPPLIER MASTER AGREEMENT ¢ 111

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

(c) Obligation of the BGS-FP Customers

The Company hereby agrees on behalf of the BGS#s0o@ers to accept the
delivery of BGS-FP Supply necessary to meet the B8%.0ad.

2.3 PJM Services

Each BGS-FP Supplier shall make all necessary gerapnts for the delivery of
BGS-FP Supply through the PJM OI. The Company waiVise the PIJM Ol of the
magnitude and location of each BGS-FP Suppliersuac BGS-FP Supplier
Responsibility Share, as required by the PIJM Oi,tifi@ purpose of calculating such
BGS-FP Supplier's appropriate Firm Transmission viger obligation, Capacity
obligation, Energy obligation, or other requirengengtlated to the provision of service
under this Agreement by BGS-FP Suppliers arisindeurihe PJM OATT, PIJM RAA,
PJM OA and any other applicable PJM agreementgcidlely, the “PIJM Agreements”).
Each BGS-FP Supplier shall remain responsible td f&¥ the performance of its LSE
obligations associated with the provision of BGS&upply under this Agreement until
the effective date of the transfer of such LSEg#iions.

24 Communications and Data Exchange

Each BGS-FP Supplier and the Company shall supplgaich other all data,
materials or other information that is specifiedhrs Agreement, or that may otherwise
reasonably be required by BGS-FP Suppliers or bybmpany in connection with the
provision of BGS-FP Supply by the BGS-FP SuppleBGS-FP Customers, if required,
in a thorough and timely manner.

Electronic information exchange between each BGSS$ipplier and the
Company under this Agreement shall employ a BGSEpplier identification number,
assigned by the Company, which shall be consistéhtthe BGS-FP Supplier's Dunn &
Bradstreet Business number. Each BGS-FP Suppligst rhe equipped with the
communications capabilities necessary to complhh wite communications and data
exchange standards that are set by and as may tifre@rto time, be modified by PJM,
and must bear the costs of putting in place andcessfully testing all required
information technology systems that will enabléoitsend to and receive data from the
Company and PJM and to satisfy its obligations unihés Agreement, the PJM
Agreements and all other relevant agreements.
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2.5 Record Retention

The Company shall retain, for a period of two (2ass following the expiration
of the term of this Agreement, necessary recordassto permit BGS-FP Suppliers to
confirm the validity of payments due to BGS-FP Sigrsp hereunder; provided that if a
BGS-FP Supplier has provided notice within two y2ars of the expiration of the term
of this Agreement that it disputes the validityasfy payments, the Company agrees that
it shall retain all records related to such disputgl the dispute is finally resolved.

2.6 Verification

In the event of a good faith dispute regarding eavpice issued or payment due
under this Agreement, and provided that a mutuadlyeptable 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 tteympent due by obtaining copies of
relevant portions of the books and records of teroParty. 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 BGS-FP Supplier's Representations and Warrantie s

Each BGS-FP Supplier hereby represents, warrants Govenants to the
Company as follows:

a) such BGS-FP Supplier is a corporation, partnershipited 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
jurisdiction, under the laws of such jurisdictionda in such case, is duly registered and
authorized to do business and is in good standiniga State of New Jersey;

b) such BGS-FP Supplier has all requisite powerarttority to execute and
deliver this Agreement and to carry on the busirtesbe 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-FP Supplier's obligations hereunder have beadyg duthorized by all necessary
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action on the part of the BGS-FP Supplier and dbamal will not conflict with, or
constitute a breach of or default under, any oftédmmns, conditions, or provisions of the
BGS-FP Supplier’s certificate of incorporation gtdws or other constituent instruments
or any indenture, mortgage, other evidence of itetkiess, or other agreement or
instrument or any statute or rule, regulation, argelgment, or decree of any judicial or
administrative body to which the BGS-FP Supplieaiparty or by which the BGS-FP
Supplier or any of its properties is bound or sabje

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

e) this Agreement is the legal, valid and bindifdjgation of such BGS-FP
Supplier, enforceable in accordance with its terms;

f) there are no actions at law, suits in equitpgeedings or claims pending
or, to such BGS-FP Supplier's knowledge, threateagdinst the BGS-FP Supplier
before any federal, state, foreign or local cotmfunal or governmental agency or
authority that might materially delay, prevent oinder the BGS-FP 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-FP Supplier is in good standing as aa ifSPJM, is a signatory
to all applicable PJM Agreements, and is in conmaéa with, and will continue to
comply with, all obligations, rules and regulatipas established and interpreted by the
PJM Ol, that are applicable to LSEs as definecheyRJM Agreements; provided that the
BGS-FP Supplier shall not be obligated to becomke&iha in PIM until the date it begins
providing BGS-FP Supply to Customers;

i) it has made its trading and investment decisigmsguding 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-FP Supplier will comply with any and aiformation 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-FP Supplier shall be entitled to
exercise its reserved right to challenge any suotopols in the appropriate forum.
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3.2 Company’s Representations and Warranties

The Company hereby represents, warrants and cotgertanthe BGS-FP
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 andnterento 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 notflectrwith, 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, nidgulation, order, judgment, or
decree of any judicial or administrative body toiehhthe 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 allcumts 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;

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

h) it has entered into this Agreement with a fultlarstanding of the material
terms and risks of the same, and it is capablssidraing those risks;
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i) with respect to those rights and entitlementsfeoed on Customers under
this Agreement as set forth in Section 2.1 of &kgseement, the Board has conferred on
the Company all requisite power and authority tecexe this Agreement on behalf of
such Customers;

)] the Company’s performance under this Agreemgmiot contingent upon
the performance of Customers or the ability of Gusdrs to pay rates;

k) the Company shall have full responsibility foretaring, billing and
delivery with respect to Customers and BGS-FP Seygpkhall have no responsibility
with respect thereto; and

) the Company shall be responsible for distributg®rvices and the BGS-
FP Supplier shall not be responsible for distrimuttharges.

3.3 Survival of Obligations

All representations and warranties contained is thiticle 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 simthediately 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 uponBffective Date; provided
that the provision of BGS-FP Supply by BGS-FP Sigpplto BGS-FP Customers on the
Company’s system shall commence at 00:01 a.m. oe Jy 2012 and shall end at
midnight on May 31, 2015, unless this Agreementersninated earlier in accordance
with the provisions hereof.

4.2 Termination of Right to Supply BGS-FP

Each BGS-FP Supplier agrees that termination sf Algireement for reason of an
Event of Default shall terminate any right of sSuBBS-FP Supplier to provide BGS-FP
Supply to the BGS-FP Customers and nullify anyhefentittements to which such BGS-
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FP Supplier became entitled as a result of beihgcwsl as a winning bidder in the
competitive solicitation for BGS-FP Supply.

4.3 Survival of Obligations

Termination of this Agreement for any reason shall relieve the Company or
any BGS-FP Supplier of any obligation accrued arr@ag prior to such termination.
Applicable provisions of this Agreement shall cont 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 tHt@®BFP Suppliers under Section 15.9 of
this Agreement.

4.4 Mutual Termination

The Company and the BGS-FP Supplier may agreeyatirae during the term of
this Agreement to terminate their respective riglmsl 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 fonoh substance to the Company and
the BGS-FP Supplier (“Mutual Termination Agreemgngrovided that Company agrees
that it shall enter into such a Mutual Terminatidgreement, which will discharge the
terminating BGS-FP Supplier (the “Terminating BGB-BSupplier”) with respect to
liabilities arising after the effective date of thutual Termination Agreement if the
following conditions precedent are met: (i) themmating BGS-FP Supplier identifies a
replacement supplier willing to assume all obligas of the Terminating BGS-FP
Supplier hereunder for the remaining term of thgreement (the “Replacement BGS
Supplier”); (i) the Replacement BGS Supplier desteaites its compliance with Article
6 of this Agreement, “Creditworthiness”, as of tledfective date of the Mutual
Termination Agreement; (iii) the Replacement BGSp8ier executes a counterpart
signature page to this Agreement and thereby besa@mBarty under this Agreement,
effective immediately following the effective daiéthe Mutual Termination Agreement;
and (iv) the Terminating BGS Supplier is not, tee thelief or knowledge of the
Company, subject to an Event of Default as of tffeceve 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 Agream) 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 Agreemehgt it may have incurred Damages
as a result of the Event of Default, that the Regileent BGS Supplier has agreed in
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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

5.1 Events of Default

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

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

(i)  applies for, seeks consent to, or acquiesteshe 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 alltsfassets;

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

(vii) in the case of a BGS-FP Supplier, PIM terminateB&S-FP Supplier's
ability to make purchases from PJM markets or Padld$ithe Company responsible for
the provision of Energy, Capacity, Firm Transmisstervice or Ancillary Services to
meet the BGS-FP Supplier's BGS-FP Supplier Respditgi Share under this
Agreement;

(viii) fails to comply with the creditworthiness requirertse as set forth in
Article 6 of this Agreement, including, without litation, compliance with the
creditworthiness requirements to cover the Margiltdated under Section 6.7 or post
any Margin due under Section 6.7 of this Agreemeithin the time frames set forth in
this Agreement;
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(ix) in the case of the Company, fails to implemany measures that it is
directed to implement by the Board pursuant to drezlitworthiness review procedure
adopted by the Board in its Order dated Decemb20@? (Docket No. EX01110754);

x) fails to pay the other Party when paymentus;d

(xi)  violates any federal, state or local code utagon or statute applicable to
the supply of Energy in a manner that materiallygd adversely, affects the Party’s
performance under this Agreement, including by wéfailure to continually satisfy all
applicable FERC requirements, or, in the caseB&8&-FP Supplier, by way of failure to
maintain any other governmental approvals requioegarticipation in the New Jersey
retail Energy market as a BGS-FP Supplier, defalainy obligation or other failure to
comply with PJM requirements under the PIJM Agredmen fails to comply with the
Energy Portfolio Standards with respect to the BG&Spplier's BGS-FP Supplier
Responsibility Share;

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

(xiii)  subject to Section 5.3 (b) of this Agreement, ia tdase of the Company
acting on behalf of the BGS-FP Customers, failsatcept BGS-FP Supply properly
tendered by the BGS-FP Supplier under this Agre¢men

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

(xv) makes a materially incorrect or misleading repregen 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 miovi of BGS Supply between the
Company and the BGS-FP Supplier;

and fails to remedy such condition, event or delergcy 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
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.
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5.2 Rights Upon Default

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

(1) pursue any and all available legal and eqlétabmedies;

(i) declare an Early Termination Date of this Agmeent with respect to the
obligations of the Defaulting Party without anybility or responsibility whatsoever
except for obligations arising prior to the datdeymination, 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), (ii), (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 #hggeement with respect to such
Supplier; and

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

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

5.3 Damages Resulting From an Event of Default

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

Damages resulting from (i) a BGS-FP Supplier'sufi@lto (A) provide BGS-FP
Supply in conformance with Section 2.2 hereof oy fBy PJM for purchases of any
products or services from PJM, or other failuredoply with PIJM requirements, such
that PJM holds the Company responsible for the iprmv of Energy, Capacity, Firm
Transmission Service or Ancillary Services to meeth BGS-FP Supplier's BGS-FP
Supplier Responsibility Share under this Agreeneertti) the occurrence of any Event of
Default attributable to a BGS-FP Supplier resultingearly Termination, shall include
all Costs incurred by the Company, acting in a cemumlly reasonable manner
consistent with any statutory or regulatory requieats imposed by the Applicable Legal
Authorities, in obtaining replacement services mrobtaining a replacement supplier,
which Costs exceed the amounts that would have pagable to the defaulting BGS-FP
Supplier under this Agreement. Costs incurred liyy €ompany for the purpose of
calculating Damages hereunder will consist of:
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0] the cost of Energy (including all charges fosses and congestion), Firm
Transmission Service, Capacity, Ancillary Servioe®ther elements of BGS-FP Supply
allocated to the Company by the PJM Ol due to #llare of a BGS-FP Supplier to meet
obligations owing to the PJM Ol in connection withobligations under this Agreement;

(i) the cost of Energy (including all charges fosses and congestion), Firm
Transmission Service, Capacity, Ancillary Servioe®ther elements of BGS-FP Supply
purchased by the Company to replace BGS-FP Sualyy @ BGS-FP Supplier was
obligated to supply under this Agreement duringtdren hereof;

(i)  administrative and legal costs associated with ying replacement
BGS-FP Supply; and

(iv)  financial hedging costs incurred by the Compam behalf of BGS-FP
Customers as a result of having to procure BGS-HBpl$ not provided by a BGS-FP
Supplier.

Without limitation of the foregoing, Damages calted hereunder shall
constitute the ultimate liability of a BGS-FP Supplin the event of an Early
Termination caused by an Event of Default attriblgato such BGS-FP Supplier
regardless of the reason or basis for such Eartynihation. 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 cement supplier. The Company
and each BGS-FP Supplier agree that, until theutztlon of Damages under this
provision is completed, the amount and paymenth® €Company of the Settlement
Amount on behalf of BGS-FP Customers in the evéandearly Termination as set forth
in Section 5.4 of this Agreement shall be immedyatieie and owing as an estimate of all
Damages ultimately determined to be due and owiddter Damages have been finally
determined under this Section 5.3, the amounts aih&pes due and owing will be
reconciled with payments already made by the BGS#pplier under Section 5.4 of this
Agreement.

(b) Failure By Company on Behalf of Customers To Acept BGS-FP_Supply
Tendered By BGS-FP Supplier:

Damages resulting from the failure of the Companybehalf of Customers to
accept BGS-FP Supply tendered by the BGS-FP Supmieessary to meet the BGS-FP
Supplier Responsibility Share of BGS-FP Load urider Agreement shall consist of the
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positive difference (if any) between the amountt twould have been payable to the
BGS-FP Supplier hereunder had the Company accémeBGS-FP Supply tendered by
the BGS-FP Supplier necessary to meet the BGS-FpliBu Responsibility Share of
BGS-FP Load under this Agreement minus the amaalized by the BGS-FP Supplier
in disposing, in a commercially reasonable manokthe BGS-FP Supply not accepted
by the Company; provided, however, that the Comsma}l not be required to accept on
behalf of any Customer, quantities of unbundled rgneAncillary Services or other
component of BGS-FP Supply utilized by Customersaoninstantaneous basis as a
function of electrical load, in excess of such @ustr's instantaneous consumption of
such component of BGS-FP 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 $leathe exclusive remedy available to
the BGS-FP Supplier in the event of Early Termmatresulting from an Event of
Default attributable to the Company.

(d) Other Damages

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

54 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-FP Supplier shall be consideridoa-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 fsatifve, as a date for Early Termination
(“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 Teatiom Date shall be deemed to occur
automatically and concurrently with the Event off&at, without any requirement for
the provision of notice by the Non-Defaulting Partyith respect to an Event of Default
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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 quantitpuats 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-FP Load chaagesay have occurred since the
previous calendar year.

(b) Net Out of Settlement Amounts

The Non-Defaulting Party shall calculate a TermoratPayment by aggregating
all Settlement Amounts due under this Agreemeranyr other agreement(s) between the
Company and the BGS-FP Supplier for the provisibrBGS 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-FP Supplier for the provision of BG$@By 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-Fpli&ufor the provision of BGS
Supply, so that all such amounts shall be nettedtowa single liquidated amount;
provided, however, that if the BGS-FP Supplier e tDefaulting Party and the
Termination Payment is due to the BGS-FP Suppiier, 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 BB&-BP 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
by the Company as security for additional amoum&s tnay be determined to be due and
owing by the BGS-FP Supplier, and if, upon makingnal determination of Damages,
the Termination Payment, or any portion thereofpibe made to the BGS-FP Supplier,
the Company will pay simple interest on the TerrtiotaPayment amount being made to
the BGS-FP Supplier. Simple interest will be ckdted at the lower of the Interest Index
or six (6) percent per annum.
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(© 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 Defaultifarty 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 aitwn 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 thenfi@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-kiRier that, in the event the
BGS-FP Supplier is a party to other agreements thighCompany for the provision of
BGS Supply that existed prior to the Effective Datehis Agreement or are entered into
after the Effective Date of this Agreement, the @amy will calculate a single
Termination Payment applicable to all such agre¢snas set forth herein. Each BGS-
FP Supplier that is a party to such other agreesneith the Company for the provision
of BGS Supply hereby agrees that such other agmsnaee deemed amended by this
Agreement for the purpose of calculating a singgniination Payment as described
herein.

55 Step-up Provision

If any one or more BGS-FP Suppliers defaults in aldigations hereunder
resulting in the exercise of the right of Early mamation by the Company with respect to
such BGS-FP Supplier(s), then the Company, comgisteth 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-FP Laadyject to compliance with the
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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. Followiegagsumption by BGS-FP Supplier(s)
of additional Tranches hereunder, the Company gitelbare a modified Appendix A
which shall set forth the revised BGS-FP Suppliesponsibility Shares of the BGS-FP
Load of the participating Non-Defaulting BGS-FP 8ligr(s) following such
assumption. This modified Appendix A shall beialéd (as a single document or in
counterparts) by the Company and any affected BBS#pplier(s) and shall thereafter
be deemed a part of this Agreement, as to sucletafeBGS-FP Supplier(s), from the
effective date of such modified Appendix A. A BE®8- Supplier will not suffer any
prejudice if it declines an offer to assume addgiol ranches upon the default by another
BGS-FP 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-FP Supplier for the provision of BGS Supplylsha set off: (i) first, to satisfy any
payment obligations of the Defaulting Party to NM@n-Defaulting Party pursuant to this
Agreement or any other agreement(s) between thep@oynand the BGS-FP Supplier
for the provision of BGS Supply that are unseclward not subject to any Guaranty; (ii)
second, to satisfy any payment obligations of tieéaDiting Party to the Non-Defaulting
Party pursuant to this Agreement or any other agee#(s) between the Company and
the BGS-FP Supplier for the provision of BGS Supplgt are unsecured, but which are
subject to a Guaranty; and (iii) third, to satiafyy remaining payment obligations of the
Defaulting Party to the Non-Defaulting Party purmsuto this Agreement or any other
agreement(s) between the Company and the BGS-Fpli&ufor 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
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.
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ARTICLE 6: CREDITWORTHINESS

6.1 Applicability

Each BGS-FP Supplier agrees that it shall meetrbaitworthiness requirements
of this Article 6 at all times during the term dfis Agreements and shall inform the
Company immediately of any changes in its credihgaor financial condition. Without
limitation of the foregoing, each BGS-FP Supplidrals upon written request,
affirmatively demonstrate to the Company, its cdamgte with the creditworthiness
requirements set forth hereunder. The Company msiabksh less restrictive
creditworthiness requirements under this Articie & non-discriminatory manner.

6.2 Creditworthiness Determination

The BGS-FP Supplier may submit and maintain a #gcdeposit in accordance
with Section 6.3 and 6.6 of this Agreement in l@usubmitting to or being qualified
under a creditworthiness evaluation. The BGS-Fpper shall have the opportunity to
petition the Company to re-evaluate its creditwiokbs whenever an event occurs that
the BGS-FP Supplier believes would improve the retgation made by the Company of
its creditworthiness. The Company’s credit re-eatibn must be completed as soon as
possible but no longer than thirty (30) days afeeiving a fully documented request.
The Company must provide the rationale for its meteation of the credit limit and any
resulting security requirement. The Company mestopm its credit re-evaluation and
associated security calculation in a non-discrirminamanner. BGS-FP Suppliers shall
provide unrestricted access to audited financiatestents; provided that if audited
financial statements are not available, the Compaay specify other types of financial
statements that will be accepted.

6.3 Independent Credit Requirement

The Independent Credit Requirement per TrancheRTIQ that will be required
of BGS-FP Suppliers under this Agreement shaliaiytbe $2.4 million per Tranche and
shall decline in accordance with the schedule otuas part of Appendix B throughout
the term hereof. The ICR under this Agreementhis ICRT times the number of
Tranches shown in Appendix A hereto.

6.4 Independent Credit Threshold

BGS-FP Suppliers that qualify under the followingtezia will be granted an
Independent Credit Threshold (“ICT”). The ICT wide used by the BGS-FP Supplier
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solely to partially or fully cover the aggregateR@mounts under this Agreement and
any other BGS Supply agreement(s) between it aadCtmpany. In all instances, the
most current senior unsecured debt rating (orndvailable, the most current corporate
issuer rating discounted one notch) will be used.

(@) The following requirements shall apply to BGB-FSuppliers or
Guarantors of BGS-FP Suppliers that have been pocated or otherwise formed under
the laws of a state of the United States or of Dimrict of Columbia in order to be
granted an ICT. For BGS-FP Suppliers who canndadtriee following requirements, the
posting of cash or a letter of credit in an acdelgtdorm as defined in Section 6.9(b)
below (see standard format in Appendix C) for thére aggregate ICR amounts under
this Agreement and any other BGS Supply agreenjebésveen it and the Company
will be required at the time of or prior to the exgon of this Agreement.

(1) The BGS-FP Supplier shall meet the followingjugements: (1)
must be rated by at least two of the followingrigtagencies: Standard & Poor’s Ratings
Services (“S&P”), Moody’s Investors Service, IntMpody’s”), Fitch, Inc. (“Fitch”) or
A.M. Best Company (“A.M. Best”), and (2) must hawveninimum senior unsecured debt
rating (or, if unavailable, corporate issuer ratithgcounted one notch) of at least “BBB-"
from S&P, “Baa3” from Moody’s, “BBB-" from Fitch, 0“bbb” from A.M. Best (a
“Minimum Rating”). If the BGS-FP Supplier is ratéy only two rating agencies, and
the ratings are split, the lower rating will be dself the BGS-FP Supplier is rated by
three or four rating agencies, and the ratingsplig the lower of the two highest ratings
will be used; however, in the event that the twghlst ratings are common, such
common rating will be used. The maximum levelred tCT will be determined based on
the following table:

Credit Rating of the BGS-FP Supplier Indel\:l)ievr({dent
Credit Threshold
S&P Moody’s Fitch A.M. Best
A- and above A3 and above A-and above aaa 169GV T
BBB+ Baal BBB+ aa 10% of TNW
BBB Baa2 BBB a 8% of TNW
BBB- Baa3 BBB- bbb 6% of TNW

Below BBB- | Below Baa3 Below BBB- Below bbb 0% of W

L“TNW” means Tangible Net Worth.
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The BGS-FP Supplier will be required to post cash tetter of credit in
an acceptable form as defined in Section 6.9(bhisfAgreement_(see standard format in
Appendix C) for the aggregate ICR amounts undex Agreement and any other BGS
Supply agreement(s) between it and the Companthe@xtent that the aggregate ICR
exceeds the ICT at the time of or prior to the exiea of this Agreement; or

(i) For BGS-FP Suppliers having a Guarantor, thes@ntor (1) must
be rated by at least two of the following ratinggages: S&P, Moody’s, Fitch, or A.M.
Best, and (2) must have a minimum senior unsecdedd rating (or, if unavailable,
corporate issuer rating discounted one notch) etmahe Minimum Rating. If the
Guarantor is rated by only two rating agencies, thiedratings are split, the lowest rating
will be used. If the Guarantor is rated by threéoorr 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 ratilhdpe used. The maximum level
of the ICT that could be provided through the Guotydsee standard format in Appendix
D) will be determined based on the following table:

Credit Rating of the Guarantor Indé\:l)z)r(l.dent
Credit Threshold
S&P Moody’s Fitch A.M. Best
A- and above A3 and aboveA- and above | aaa 16% of TNW
BBB+ Baal BBB+ aa 10% of TNW
BBB Baa2 BBB a 8% of TNW
BBB- Baa3 BBB- bbb 6% of TNW

Below BBB- | Below Baa3 Below BBB- Below bbb 0% of WN

The BGS-FP Supplier will be granted an ICT of ughe amount of the
Guaranty, provided that the amount of the Guaranbelow the maximum ICT shown in
the table above; provided that if a Guaranty isvigeed for an unlimited amount, the
BGS-FP Supplier will be granted an ICT of up to thaximum ICT shown in the table
above. The Guaranty tendered by the BGS-FP Supplisatisfy the ICT requirement
arising under this Section 6.4 shall be a sepatateiment from the Guaranty, if any,
tendered by the BGS-FP Supplier to satisfy anyirement for a credit limit to cover the
Total Exposure Amount arising under Section 6.6hef Agreement; provided, however,
that a single Guaranty may be provided if such &uigris for an unlimited amount. The
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BGS-FP Suppliers will be required to post cash lmtter of credit in an acceptable form
as defined in Section 6.9 of this Agreement for diggregate ICR amounts under this
Agreement and any other BGS Supply agreement(s)eleet it and the Company, to the
extent that the aggregate ICR exceeds the ICTeatirtie of or prior to the execution of
this Agreement.

(b) The following standards shall apply to BGS-Rip@Siers or Guarantors of
BGS-FP Suppliers that have not been incorporatedharwise formed under the laws of
a state of the United States or of the DistricCofumbia. For a BGS-FP Supplier who
cannot meet the following requirements, the posbhgash or a letter of credit in an
acceptable form as defined in Section 6.9(b) of #greement (see standard format in
Appendix C) for the entire aggregate ICR amountgeurthis Agreement and any other
BGS Supply agreement(s) between it and the Compdhipe required at the time of or
prior to the execution of this Agreement.

0] The BGS-FP Supplier shall supply such evidencé
creditworthiness so as to provide the Company withmparable assurances of
creditworthiness as is applicable above for BGS-Skppliers 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-FP Supplier, to evaluate tideace of creditworthiness submitted
by such BGS-FP Supplier; or

(i) The Guarantor of a BGS-FP Supplier shall syspich evidence of
creditworthiness so as to provide the Company withmparable assurances of
creditworthiness as is applicable above for Guarandf BGS-FP 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-FP Supplier.evaluate the evidence of
creditworthiness submitted by such Guarantor.

(© All BGS-FP Suppliers or Guarantors of BGS-FRp@iers that have not
been incorporated or otherwise formed under the laiva state of the United States or of
the District of Columbia shall, in addition to dibcumentation required elsewhere in this
Section 6.4, supply the following as a conditiorbeing granted an ICT:

(1) For BGS-FP Suppliers: (i) a legal opinion ofuosel qualified to
practice in the foreign jurisdiction in which theGB-FP Supplier is incorporated or
otherwise formed that this Agreement has been dutfiorized, executed and delivered
and is the legal, valid and binding obligation leé BGS-FP Supplier in the jurisdiction in
which it has been incorporated or otherwise form@jl;the sworn certificate of the

NERA

Economic Consulting



FP AucTIiON BGS-FP SUPPLIER MASTER AGREEMENT ¢ 129

corporate secretary (or similar officer) of such 6P Supplier that the person
executing this Agreement on behalf of the BGS-Fpp8er has the authority to execute
the Agreement and that the governing board of 86B-FP Supplier has approved the
execution of this Agreement; and (iii) the swormtifieate of the corporate secretary (or
similar officer) of such BGS-FP Supplier that th€®-FP Supplier has been authorized
by its governing board to enter into agreementhefsame type as this Agreement. The
Company shall have full discretion, without liabjlior obligation to the BGS-FP
Supplier, to evaluate the sufficiency of the docotaesubmitted by the BGS-FP Supplier.

(i) For the Guarantor of a BGS-FP Supplier: (iJegal opinion of
counsel qualified to practice in the foreign jurcdbn in which the Guarantor is
incorporated or otherwise formed that the Guardwaty 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 o ttorporate 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-FP Supplier, to
evaluate the sufficiency of the documents submitgeduch Guarantor.

6.5 Mark-to-Market Credit Exposure Methodology

To calculate the daily exposure for each BGS-FPpiempthe Mark-to-Market
(“MtM”) credit exposure methodology will be usedhe “mark” for each Billing Month
will be determined at the time the auction is costgadl based on the available Forward
Market Prices and for the remaining Billing Monthdl be derived based on historical
data. At the time the auction is completed, théMMtedit exposure for each BGS-FP
Supplier shall be equal to zero. Subsequently,differences between the available
Forward Market Prices on the valuation date andniee’k” prices for the corresponding
Billing Months will be used to calculate the daityedit exposures for each BGS-FP
Supplier. The total MtM credit exposure will beuadjto 1.1 times the sum of the MtM
credit exposures for each Billing Month. The metblody for calculation of the MtM
credit exposure is illustrated in the example (@snypothetical numbers) set forth in
Appendix B hereto.
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6.6 Credit Limit

The following criteria constitute the Company’sdite/orthiness requirements for
the BGS-FP Suppliers to cover the Total Exposureoém In all instances, the most
current senior unsecured debt rating (or, if urlabée, the most current corporate issuer
rating discounted one notch) will be used.

0] For a BGS-FP Supplier to be granted an unseklime of credit, the BGS-
FP Supplier shall meet the following requiremeifty:must be rated by at least two of
the following rating agencies: S&P, Moody’s, Fitch A.M. Best, and (2) must have a
minimum senior unsecured debt rating (or, if unkioée, corporate issuer rating
discounted one notch) equal to the Minimum Ratitfghe BGS-FP Supplier is rated by
only two rating agencies, and the ratings are,sihlé lowest rating will be used. If the
BGS-FP Supplier is rated by three or four ratingrames, and the ratings are split, the
lower of the two highest ratings will be used; pdad that in the event that the two
highest ratings are common, such common rating lvallused. The Maximum Credit
Limit to cover the Total Exposure Amount will betelemined based on the following
table:

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

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

cap below
: : AM. 0 Credit
S&P Moody’s Fitch Best %o 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
BBB- Baa3 BBB- bbb 0% of TNW 0

The BGS-FP Supplier will be required to post cashadetter of credit in an
acceptable form as defined in Section 6.9 (b) of &greement (see standard format in
Appendix C) for the Margin due the Company as sethfin Section 6.7 of this
Agreement; or
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(i) For BGS-FP Suppliers having a Guarantor, thea@ntor (1) must be
rated by at least two of the following rating agesc S&P, Moody’s, Fitch or A.M. Best,
and (2) must have a minimum senior unsecured @eioigr (or, if unavailable, corporate
issuer rating discounted one notch) equal to theilim Rating. If the Guarantor is
rated by only two rating agencies, and the ratemgssplit, the lowest rating will be used.
If the Guarantor is rated by three or four ratimgpracies, and the ratings are split, the
lower of the two highest ratings will be used; pdad that in the event that the two
highest ratings are common, such common rating lvgllused. The Maximum Credit
Limit to cover the Total Exposure Amount that coblel provided through the Guaranty
(see standard format in Appendix D) will be detered based on the following table:

Max. Credit Limit to be
calculated as the lesser of
the % of TNW and credit

limit cap below

Credit Rating of the Guarantor

, , A.M. 0 Credit Limit
S&P Moody’s Fitch Best Yo 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 | 5ojow Baa3 | BEIOW Below o0 ot Tnw | 0

BBB- BBB- bbb

The BGS-FP Supplier will be granted a credit liegual to the lesser of (i) the
amount of the Guaranty as provided to the Compdnthe time this Agreement is
executed as such amount may be modified in any dederor substitute Guaranty
provided to the Company during the term of this égnent, or (ii) the Supplier's
Maximum Credit Limit. The BGS-FP Supplier, howeveray not increase or substitute
its Guaranty for the purpose of increasing its iaple credit limit during the time
period after the Company has made a Margin callbefibre the BGS-FP Supplier has
posted the required Margin. Notwithstanding amyghherein to the contrary, the BGS-
FP Supplier may increase the limit of its Guaraafter satisfying a Margin call from the
Company and upon the Company’s receipt of an amkraesubstitute Guaranty
increasing the limit of the Guaranty, the BGS-FP3ier may request a return of Margin
in accordance with Section 6.7 of this Agreemehte BGS-FP Supplier will be required
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to post cash or a letter of credit in an acceptédii® as defined in Section 6.9(b) of this
Agreement (see standard format in Appendix C) lier Margin due the Company as set
forth in Section 6.7 of this Agreement; or

(i)  The posting of cash or a letter of credit as defimeSection 6.9 (b) below
for the entire Total Exposure Amount as set fontlsection 6.7 of this Agreement.

6.7 Posting Margin and Return of Surplus Margin

€)) If at any time and from time to time during tkem of this Agreement, the
Total Exposure Amount exceeds the BGS-FP Supplarthe Guarantor’s credit limit,
then the Company on any Business Day, may reghasttie BGS-FP Supplier provide
cash or a letter of credit in an acceptable formdefined in Section 6.9(b) of this
Agreement (see standard format in Appendix C)niramount equal to the Margin (less
any Margin posted by the BGS-FP Supplier and hgldhle Company pursuant to this
Agreement or any other agreement(s) between thep@oynand the BGS-FP Supplier
for the provision of BGS Supply).

If the BGS-FP Supplier receives written notice Ktairgin from the Company by
1:00 p.m. New York time on a Business Day, then B@&S-FP Supplier shall post
Margin the next following Business Day, if postiogsh, and by the second Business Day
following the date of notice, if posting a letter @edit, unless the Company agrees in
writing to extend the period to provide Margin. thle BGS-FP Supplier receives notice
for Margin from the Company after 1:00 p.m. New Kdime on a Business Day,
whether posting cash or a letter of credit, thenBBS-FP Supplier must post Margin the
second Business Day following the date of notickessmthe Company agrees in writing
to extend the period to provide Margin. The Conypaill not unreasonably deny a
request for a one-day extension of such periodthénevent that the BGS-FP Supplier
fails to post Margin when due in accordance witls tBection 6.7, then an Event of
Default under Article 5 of this Agreement will beeeined to have occurred and the
Company will be entitled to the remedies set fantArticle 5 of this Agreement.

(b) Surplus Margin being held by the Company tisahot needed to satisfy
the Total Exposure Amount, as determined abovel, bal returned to the BGS-FP
Supplier upon receipt of a written request by th@SBFP Supplier. Surplus Margin
means cash or a letter of credit posted by the BBSupplier as a result of a request by
the Company pursuant to Section 6.7(a) that exceedSotal Exposure Amount less the
BGS-FP Supplier's or the Guarantor’s credit lifihe amount returned to the BGS-FP
Supplier shall be the surplus Margin then heldigy@ompany. If the BGS-FP Supplier
posted cash and notice is received by 1:00 p.m. Xewk time on a Business Day, the
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surplus Margin will be returned by the next follogi Business Day and if the BGS-FP
Supplier posted cash and notice is received byCinapany after 1:00 p.m. New York
time on a Business Day, the surplus Margin shaleb@ned by the second Business Day
following the date of notice, unless the BGS-FP (fliep agrees in writing to extend the
period to return the surplus Margin. If the BGS-&pplier posted a letter of credit, the
surplus Margin shall be returned on the next Bissirizgay following the Business Day on
which the amendment to the letter of credit is ek from the issuing bank, unless the
BGS-FP Supplier agrees in writing to extend theqggeto return the surplus Margin. The
BGS-FP Supplier will not unreasonably deny a retjtmsa one-day extension of such
period. In the event that the Company fails tanmetthe surplus Margin when due in
accordance with this Article, then an Event of Ddfander Article 5 of this Agreement
will be deemed to have occurred and the BGS-FP l&uppwill be entitled to the
remedies set forth in Article 5 of this Agreement.

6.8 Grant of Security Interest/Remedies

To secure its obligations under this Agreement tanithe extent that the BGS-FP
Supplier posted Margin/collateral hereunder, theSE&® Supplier hereby grants to the
Company a present and continuing security intaresand lien on (and right of setoff
against), and assignment of, all cash collaterdl@sh equivalent collateral and any and
all proceeds resulting therefrom or the liquidatibareof, whether now or hereafter held
by, on behalf of, or for the benefit of, the Compaand the BGS-FP Supplier and the
Company agree to take such action as is reasomaflyired to perfect the secured
Party’s first priority security interest in, anehi on (and right of setoff against), such
collateral and any and all proceeds resulting fheme or from the liquidation thereof.
Upon or any time after the occurrence or deemedroeace and during the continuation
of an Event of Default or an Early Termination Datee Company may do any one or
more of the following: (i) exercise any of the rgland remedies of the Company with
respect to all collateral, including any such riggahd remedies under law then in effect;
(ii) exercise its rights of setoff against any atidoroperty of the BGS-FP Supplier in the
possession of the Company whether held in conmeetith this Agreement or any other
agreement(s) between the Company and the BGS-Fpli&ufor the provision of BGS
Supply; (iii) draw on any outstanding letter of diteissued for its benefit; and (iv)
liquidate all security held by or for the benefftthe Company free from any claim or
right of any nature whatsoever of the BGS-FP Seppincluding any equity or right of
purchase or redemption by the BGS-FP Supplier. Gtmapany shall apply the proceeds
of the collateral realized upon the exercise ohsughts or remedies to reduce the BGS-
FP Supplier's obligation under this Agreement oy ather agreement(s) between the
Company and the BGS-FP Supplier for the provisiorBG&S Supply (the BGS-FP
Supplier remaining liable for any amounts owinghte Company after such application),
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subject to the Company’s obligation to return angphkis proceeds remaining after such
obligations are satisfied in full.

All notices, demands or requests regarding cregjtirements and credit related
security or deposit transfers shall be in writimgl &hall be personally delivered or sent
by overnight express mail, courier service or fai& transmission (with the original
transmitted by any of the other aforementionedvee}i methods) addressed as follows:

If to a BGS-FP Supplier:

Notification information for each BGS-FP Supplies set forth on
Appendix A hereto.

If to the Company to:

Copy to:

or to such other person at such other addressPastg shall designate by like notice to
the other Party. Notice received after the clos¢he Business Day shall be deemed
received on the next Business Day; provided that@dy facsimile transmission shall
be deemed to have been received by the recipietiteifrecipient confirms receipt
telephonically or in writing.

6.9 Security Instruments

At each BGS-FP Supplier's choice, the following deemed 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 C). Téiter 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-FP Supplier will be regglito provide a substitute letter of
credit from an alternative bank satisfying the mmnim requirements. The receipt of the
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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-FP Supplier fails to supply a substitutéeteof credit as required, then the
Company will have the right to draw on the existietfer of credit and to hold the
amount as Margin.

If the credit rating of a bank or other financiakiitution from which a BGS-FP
Supplier has obtained a letter of credit falls etbe levels specified in Article 6 of this
Agreement, the BGS-FP Supplier shall have two (@¥iBess Days following written
notice by the Company to obtain a suitable letfecredit from another bank or other
financial institution that meets those standards.

6.10 Maintenance of Creditworthiness

(a) Reporting of Changes

Each BGS-FP Supplier shall promptly notify the Camp of any change in its
credit rating or financial condition or that of iGuarantor. The BGS-FP 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 creditworthineds ao BGS-FP Supplier
whenever it becomes aware of an adverse changegththe provision of notice by such
BGS-FP Supplier or otherwise, in the BGS-FP Supplier Guarantor’s credit standing.
If the lowest credit rating (whether senior unsedudebt rating or corporate issuer
rating) used to determine the BGS-FP Supplier's IQTits credit limit adversely
changes, the Company will require additional séguiiom the BGS-FP Supplier in
accordance with Sections 6.4 and 6.6 of this AgesemThe additional security must be
in a form acceptable to the Company, as specifieSection 6.9 of this Agreement and
must be posted as set forth in Section 6.7 ofAQgiIeement.

6.11 Calling on Security

The Company may call upon the security posted ByB&S-FP Supplier if the
BGS-FP Supplier fails to pay amounts due to the gaong pursuant to this Agreement or
any other agreement(s) between the Company anBiGi®eFP Supplier for the provision
of BGS Supply after all of the following events acc

€)) Written Notice of Default is provided to th&B-FP Supplier; and
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(b) Any applicable cure period ends.

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

6.12 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 will page a statement of interest
amounts due to the BGS-FP Supplier. The statemidiriie sent to the BGS-FP Supplier
within three (3) Business Days after the end ofBiieng Month via overnight mail or
other expeditious means. The Company shall makereist payments on the first
Business Day after thé"&lay of each calendar month

6.13 Confidentiality

Information supplied by a BGS-FP Supplier in corimec with the
creditworthiness process shall be deemed confaerand not subject to public
disclosure, unless Applicable Legal Authoritiesuieg disclosure of the information. If
information must be disclosed, then the confiddibyieof the information shall be
maintained consistent with the Applicable Legal Warity’'s rules and regulations
pertaining to confidentiality. The BGS-FP Suppheitl be given prompt notice of any
request by a third party to obtain confidentialormhation related to the BGS-FP
Supplier’s creditworthiness.

6.14 No Endorsement of BGS-FP Supplier

The Company’s determination that a BGS-FP Supiereditworthy pursuant to
the process set forth above, shall not be deemerbnstitute an express or implied
warranty or guarantee of any kind with respect be tfinancial or operational
gualifications of the BGS-FP Supplier. The Compuuilytreat all BGS-FP Suppliers in
a non-discriminatory manner and shall provide refgrence to any BGS-FP Supplier.

6.15 Multiple BGS Supply Agreements

It is the intention of the Company and the BGS $iepphat, in the event the
BGS-FP Supplier is a party to other agreements thighCompany for the provision of
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BGS Supply that existed prior to the effective datehis Agreement or is entered into
after the effective date of this Agreement, the @any will calculate the Margin
applicable to all such agreements as set forthirnereEach BGS-FP Supplier that is a
party to such other agreements with the CompanytHer provision of BGS Supply
hereby agrees that such other agreements are deenegdied by this Agreement for the
purpose of calculating the Margin as describedihere

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

The Parties must adhere to any applicable opemdticgquirements of PJM
necessary to protect the integrity of the transimmssystem within the PJM Control Area
and the transmission systems of interconnectedaantas, and must satisfy any and all
PJM, MAAC and NERC criteria, when applicable. TR&S-FP Supplier also must
adhere to any applicable operational requiremehtheo Company necessary to protect
the integrity of the Company’s local distributioystem.

The BGS-FP Peak Load Share will be determined byGbmpany based on the
zonal peak load contributions utilized in the PJ&edmination of the zonal obligations
for Capacity, adjusted for contributions associatétht Customers served by Third Party
Suppliers, BGS-CIEP Customers and Wholesale Custom€ontributions for TPSs
shall be calculated as set forth in the Compan¥$ Dperating procedures found on the
Company’s website at www. .com. The BGS-FFKR&ad Share of a BGS-FP
Supplier is based on the BGS-FP Supplier RespdigiShare.

7.1 Load Obligations

The Company and the BGS-FP Supplier acknowledge tha BGS-FP
Customers are within the Company’s metered boueslaand that the BGS-FP Load
must be divided into BGS-FP Supplier obligations dpplying the BGS-FP Supplier
Responsibility Share for each BGS-FP Supplier beaa Serving Entity that must meet
its PJM obligations. These load obligations inelulut are not limited to, hourly Energy
obligations, Capacity obligations, Ancillary Semscobligations, and Firm Transmission
Service obligations under the PJM Agreements.
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7.2 Data Transmission

@) Energy

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

(b) Capacity

The procedures for transmitting the BGS-FP Supitesponsibility Share data to
be used by PJM to determine the BGS-FP SupplieajsaCity obligations shall be as set
forth by PJM.

(c) Transmission

The procedures for transmitting the BGS-FP Supptesponsibility Share data
based upon which the BGS-FP Supplier will meebhlibgations under the PIJIM OATT
shall be as set forth by PIM.

(d)  Ancillary Services

The procedures for transmitting data regardingB&S-FP Supplier’'s Ancillary
Services obligations shall be as set forth by PIM.

7.3 Energy Scheduling

The Company will not provide load-forecasting seegi. The BGS-FP Supplier
shall schedule Energy resources to meet its obigatwith PJM as provided for in the
PJM Agreements, procedures, and manuals. The Gompfaough an e-schedule, shall
provide PJM and the BGS-FP Supplier with the datgarding the BGS-FP Supplier
Responsibility Share of the Energy obligations, sa$ forth by PJM. The Energy
obligations for each BGS-FP Supplier will be detewd based on its BGS-FP Supplier
Responsibility Share of the BGS-FP Load. The tqedliminary BGS-FP Energy
obligation will be based on the total Energy lodaisall of the BGS-FP Customers as
calculated by the Company, including all losses @malccounted for energy.
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ARTICLE 8: THE ENERGY SETTLEMENT/RECONCILIATION PRO CESS

8.1 Energy Settlement By PIM

The settlement process occurs at PJM to reflectBB&-FP Supplier's actual
Energy obligations in a supply/usage reconciliapoocess. The Energy obligations for
each BGS-FP Supplier will be determined based erBBS-FP Supplier Responsibility
Share of the BGS-FP Load. The reconciled total B8 &SEnergy obligation will be
based on the final total Energy loads for the Qusts receiving BGS-FP service,
including losses.

Any adjustments for billing and metering errors aepd subsequent to the
calculation of FMEA will be proportionally allocateby the Company to the BGS-FP
Suppliers.

8.2 Energy Settlement by the Company

In the event that actual BGS-FP Customer consumolata is not available until
after the PJM deadline for conducting the finatlsatent, the Company will conduct the
settlement process with the BGS-FP Supplier. ShBJM impose penalties against the
Company as a result of the BGS-FP Supplier's tretiwas or failure to meet PIM
requirements, such penalties shall be passed throyghe Company, to the BGS-FP
Supplier as part of this settlement process. Hitiah, all other applicable charges from
PJM, including any billing adjustments, will be appriately allocated to the BGS-FP
Supplier.

ARTICLE 9: BILLING AND PAYMENT

9.1 The Company Payment of Obligations to the BGS-F P Supplier

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

(@) Each Billing Month, the Company will prepare a 8méent of amounts
due to the BGS-FP Supplier. A line item on thigt&tent will show amounts due equal
to the Auction Price multiplied by the applicableaSonal Billing Factor multiplied by
PMEA for the Billing Month in question.
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(b) The Statement will be sent to the BGS-FP Seppiithin six (6) Business
Days after the end of the Billing Month via overmignail or other expeditious means.

(© The Company shall make payment on the firstifiss 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 rafiagencies, and the ratings are split,
the lower rating will be used. If Company is ratey 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 discountedrmteh) becomes equal or higher than
the Required Rating, (i) the Company shall makénéral payment on the first business
day after the 8 day of the calendar month for approximately 50%hef amount due to
the BGS-FP Supplier for the previous calendar m@hth “Initial Payment”), and (ii) the
Company shall make a second payment on the fisihbss day after the $@lay of the
calendar month for any remaining amounts associattdthe previous calendar month,
which will include the difference between the laitPayment and any amounts due equal
to the Auction Price multiplied by the applicableaSonal Billing Factor multiplied by
PMEA for the Billing Month in question.

(e) To the extent that the FMEA differs from the BMthe Company will
pay or charge the BGS-FP Supplier for the PMEA/FM&ustment Amount within the
PJM deadline for conducting the final settlement.

() If each Party owes an amount to the other Pamysuant to this
Agreement, including any related interest, paymenmtsredits, the Parties may satisfy
their respective obligations to each other by ngtthe aggregate amounts due to one
Party against the aggregate amounts due to the Brey, with the Party, if any, owing
the greater aggregate amount paying the other Beetgifference between the amounts
owed.

(9) Payments shall be subject to adjustment for anyhmetic errors,
computation errors, meter reading errors, or ognears, provided that the errors become
known within one (1) year of the termination ofstiiigreement.
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(h)  The Company shall make payments of funds payabléhe¢oBGS-FP
Supplier by electronic transfer to a bank desighatethe BGS-FP Supplier.

(1) If a good faith dispute arises between the Compamy the BGS-FP
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-disguiarty within one hundred twenty
(120) calendar days from the date of the Statenmedispute. Statement disputes shall
be addressed promptly, and in accordance withigprite resolution procedures set forth
in Article 11 of this Agreement. Upon resolutiohaoStatement dispute, any payments
made to either Party will include simple interest the payment at the lower of the
Interest Index or six (6) percent per annum paydiden the date that notice of a
Statement dispute was received by the non-dispiarty.

()] If payment is made to the BGS-FP Supplier aftexr 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-FP Supplier's Obligations to Ot  her Parties

The Company shall have no responsibility for bglibetween: the BGS-FP
Supplier and PJM; the BGS-FP Supplier and any Bner@apacity source; or the BGS-
FP Supplier and any other third party. The Compually be solely responsible for
billing BGS-FP Customers for BGS-FP.

9.3 The BGS-FP Supplier Payment of Obligationstot he Company

The BGS-FP Supplier shall pay all Charges it in¢iaeunder in accordance with
the following provisions:

€)) Each Billing Month, the Company shall submitiavoice to the BGS-FP
Supplier for all Charges owed by the BGS-FP Suppirgler this Agreement. The BGS-
FP Supplier shall make payment for Charges incusredr before the due date shown on
the invoice. The due date will be on the first iBess Day after the ¥9day of each
calendar month. The invoice will be sent to the BE&ESSupplier within six (6) Business
Days after the end of the Billing Month via overmignail or other expeditious means.

(b) Invoices shall be subject to adjustment for asythmetic errors,
computation errors, Meter Reading errors, or otbeors, provided that the errors
become known within one (1) year of the terminatidthis Agreement.
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(c) The BGS-FP Supplier shall make payments of fundgalpe to the
Company by electronic transfer to a bank designbyettie Company.

(d) If a good faith dispute arises between the Compamy the BGS-FP
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 mloces set forth in Article 11 of this
Agreement. Upon resolution of a billing disputey @ayments made to either Party will
include simple interest on the payment at the losteéhe Interest Index or six (6) percent
per annum payable from the date that notice oflladlsipute was received by the non-
disputing Party.

(e) If payment is made to the Company after the dae shown on the
invoice, a late fee will be added to the unpaicabeé until the entire invoice is paid.
This late fee will be calculated at the prime rabenmercial borrowers are charged by
J.P. Morgan Chase.

ARTICLE 10: SYSTEM OPERATION

10.1 Disconnection and Curtailment By the Company

The Company shall have the right, without incurrisgy liability to BGS-FP
Suppliers, to disconnect (or otherwise curtaileinipt or reduce deliveries from) the
BGS-FP Suppliers or to disconnect (or otherwis¢adyinterrupt or reduce deliveries to)
any Customer whenever the Company determines inefe&cise 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 inspectiomgpfod the Company’s facilities; or due
to any other reason affecting the safe and reliapleration 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-FP Customer s

The Parties agree and acknowledge that serviceGS-BP Customers may be
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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-FP Supplier with prior notification of aayrtailment, interruption or reduction,
to the extent practicable; and (c) resume senggar@amptly as practicable.

10.4 PJM Requirements

The BGS-FP Supplier acknowledges and agrees thad, member of PJM, the
Company is bound by all PIJM operating instructiopslicies and procedures as are
currently set forth in the PJM Operating Manualjchkhare available through the Internet
on the PJM Home Page (http://www.pjm.com), as maydvised from time to time,
which are needed to maintain the integrity of tli&IPsystem. The BGS-FP 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 involuntarydtuey 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-FP Supplier also acknowledges and agreeshtha Company may need
to act in response to governmental or civil autlyatirectives which may affect BGS-FP
Customer load. The BGS-FP Supplier agrees to catpwith the Company in order to
comply with said directives.
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ARTICLE 11: DISPUTE RESOLUTION

11.1 Informal Resolution of Disputes

The Company and the BGS-FP Supplier shall use daild and reasonable
commercial efforts to informally resolve all dispsatarising out of the implementation of
this Agreement. The BGS-FP Supplier’s point oftachfor all information, operations,
and questions shall be the Company’s Basic Geoer&ervice Unit and the Auction
Website. Any dispute between the Company and t&S-BP Supplier under this
Agreement may be referred to a designated serpoesentative of each of the Parties for
resolution on an informal basis as promptly as tprable.

11.2 Recourse to Agencies or Courts of Competent Ju  risdiction

Nothing in this Agreement shall restrict the righa 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 Jerselhe Parties’ agreement hereunder is
without prejudice to any Parties’ right to contdst jurisdiction of the agency or court to
which a complaint is brought.

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 specifyimgy 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&pomill 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-FP Supplier are subjeetnis shall comply with, all
existing or future applicable federal, State anchldaws, all existing or future duly-
promulgated orders or other duly-authorized actiohd?JM or of Applicable Legal
Authorities.
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12.2 FERC Jurisdictional Matters

The inclusion herein of descriptions of procedueprocesses utilized by PIJM or
otherwise subject to the jurisdiction of FERC idemded solely for informational
purposes. If anything stated herein is found by BERC 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 ansteng procedures or processes
utilized by PJM are duly modified, the applicabl&RC rule, regulation, order,
determination or modification shall control. Tcaetbxtent 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-FP Supplier, if applesaghall use reasonable commercial
efforts to secure, from time to time, all approfeiarders, approvals and determinations
from the FERC necessary to support this Agreement.

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 failioreomply with its obligations under this
Agreement. Notwithstanding anything to the comtriar this Agreement, the BGS-FP
Suppliers have no obligations or liability to otlBBS-FP Suppliers.

This Agreement does not create any duty to any B8Ssupplier with respect to
the administration of the Company’s Third Party @igr Agreements by the Company,
including, without limitation, with respect to tteedit and security provisions of the
Company’s Third Party Supplier Agreements and Aetitl thereof. Nor will the
Company have any liability to any BGS-FP Supplier &ny act or failure to act in
connection with such administration. If any digpatises among the BGS-FP Suppliers
regarding the allocation of forfeited security (oéthe Company’s costs as described in
Section 11.3 of the Company’s Third Party Suppkegreements) due to BGS-FP
Suppliers pursuant to Article 11 of the Companysrd Party Supplier Agreements, then
such forfeited security (net of the Company’s c@ssdescribed in Section 11.3 of the
Company’s Third Party Supplier Agreements) will deposited into an interest-bearing
account pending final disposition of such dispute.
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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 delideby a BGS-FP Supplier upon receipt
thereof into the Company’s distribution system amdil delivery thereof at the retail
electric meter of the Customer; and each BGS-FPpli&upshall be deemed to have
custody and control of the electric Energy at atiess prior to receipt thereof by the
Company. Each BGS-FP Supplier shall at all timesiéemed to hold title to electric
Energy until delivery at the retail electric metérthe 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 persormsrgy 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

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 erygds or any third parties, that were
caused by or occur in connection with an act orssiman of a BGS-FP Supplier with
respect to an obligation arising under or in cotioacwith this Agreement, or for which
such BGS-FP Supplier has otherwise assumed lwbuinder the terms of this
Agreement, such BGS-FP Supplier shall defend @tGbmpany’s option), indemnify
and hold harmless the Company, its shareholdeesdlbmembers, 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-FP Supplier (the “Indemnified Sigs}) become the
defendant in, or obligor for, any third party clairand/or liabilities for losses, penalties,
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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-FP Suppli¢h respect to an obligation
arising under or in connection with this Agreemantfor which the Company or such
other BGS-FP Supplier has otherwise assumed kabiuinder the terms of this
Agreement, the Company or such BGS-FP Suppliel sleénd (at the option of the
Indemnified Supplier), indemnify and hold harmleg®e Indemnified Supplier, its
shareholders, board members, directors, officedseamployees, 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 negligenceitful 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
payable by or for either Party under any statutecieme, including any Worker’s
Compensation Acts, Disability Benefit Acts or otlignployee 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 aforememd&id delivery methods) addressed as
follows:
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If to a BGS-FP Supplier:

Notification information for each BGS-FP Supplies set forth on
Appendix A hereto.

If to the Company to:
Copy to:

or to such other person at such other addressPastg shall designate by like notice to
the other Party. Notice received after the clos¢he Business Day shall be deemed
received on the next Business Day; provided thétadyy facsimile transmission shall
be deemed to have been received by the recipietiteifrecipient 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 righteunder, 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.

15.3 Assignment

Parties shall not assign any of their rights orgattions under this Agreement
without obtaining (a) any necessary regulatory apgis) and (b) the prior written
consent of the non-assigning Party, which conskall 1ot be unreasonably withheld;
provided that the Company agrees that it shalltgtartonsent to a proposed assignment
by a BGS-FP Supplier if the proposed assignee maditsof the Company’s
creditworthiness requirements then in effect unéldicle 6 of this Agreement; and
further provided that a BGS-FP Supplier wishingassign its interests hereunder shall
not be obligated to obtain the consent of any oB®5-FP Supplier. No assignment of
this Agreement shall relieve the assigning Partyany 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-FP Suppliedssent, to any entity succeeding
to all or substantially all of the assets of ther(@any, if such assignee agrees, in writing,
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to be bound by all of the terms and conditions die@nd all necessary regulatory
approvals are obtained. The BGS-FP Supplier math prior written notice to the
Company but without obtaining the approval of thenfpany, assign the accounts,
revenues or proceeds under this Agreement to d pairty. The Company agrees that,
following receipt of such notice of the assignmehaccounts, revenues or proceeds and
such other documentation that the Company may nadyp request, the Company will
pay amounts becoming due to the assigning BGS-Aipli®u under this Agreement
directly to the designated assignee; provided, hewehat nothing herein shall enlarge
or expand the rights of such designated assigngmnbdehe rights granted to the BGS-FP
Supplier and the right of such designated assigmeeceive payments shall be subject to
all defenses, offsets and claims of the Compangingyiunder this Agreement. The
Company further agrees that, in the event necessegujatory approvals to effectuate an
assignment have been sought in good faith but dbtibn by the regulatory body is
pending, the Company shall accept the performahtieeoproposed assignee as a Party
to this Agreement, as co-obligor with the Partygmsing to assign its interest, until such
approvals are obtained; provided that, in the ettemtregulatory body declines to grant
its approval (or, in the discretion of the Compainythe event the application seeking
approval is still pending without action by the utgory body after ninety (90) days),
the request for approval of the assignment shalldeaned 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, interptein, execution, amendment,
termination and construction of this Agreement lshalgoverned 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 thisefgeat are used solely for
convenience and do not constitute a part of thee&gent 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 tlase&ment as agent. Nothing in this
Agreement shall be construed to create any dutgtamdard of care with reference to, or
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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-FP Suppliers are expressly agreed to be seaedahot joint. No Party shall have
any right, power, or authority to enter into anyesgnent or undertaking for, or on behalf
of, or to act as or be an agent or representafijvar ¢o 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 teifhss Agreement is intended by the
Parties as a final expression of their agreemenhe Parties further agree that this
Agreement is the complete and exclusive statemérageeement and supersedes all
proposals (oral or written), understandings, regm&ions, conditions, warranties,
covenants and all other communications betweeR#nies relating thereto.

15.8 Taxes

All present and future federal, state, municipalotiner taxes imposed by any
taxing authority by reason of the provision of BEB-Supply to BGS-FP Customers by a
BGS-FP Supplier under this Agreement shall be idaility of the BGS-FP Supplier,
except for New Jersey State Sales and Use Taxeshwihll be the Company’s
responsibility to collect from BGS-FP Customers fflemittance to the applicable taxing
authority. Should a BGS-FP Supplier be requiredetnit any New Jersey State Sales
and Use Taxes directly to the applicable taxindhauty, other than taxes previously
collected by the BGS-FP Supplier on behalf of tleen@any, the Company will defend
and indemnify the BGS-FP Supplier for such Sala$ E@ee Taxes and will pay to the
BGS-FP Supplier all such tax amounts upon demdfatch BGS-FP Supplier shall pay
all such taxes to the applicable taxing authootyhie extent required or permitted by law.
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If any transaction is exempt from the payment of anch taxes, the affected BGS-FP
Supplier will, if requested, provide the Companyhwalid tax exemption certificates.
Should the Company be required to remit any sucstdirectly to any applicable taxing
authority, other than taxes previously collectedisy Company directly from a BGS-FP
Supplier, the BGS-FP Supplier will defend and indéynthe Company and will pay to
the Company all such tax amounts upon demand.

If new taxes are imposed on Energy, Capacity, Fimansmission Service or
Ancillary Services after the Effective Date of tligreement, within forty-five (45) days
of the final adoption of any such new taxes, than@any will notify the BGS-FP
Suppliers that such new tax has been adopted,sedk approval from the Board to
collect the new taxes from BGS-FP Customers, aridpnovide the BGS-FP Suppliers
with a copy of the Company’s petition seeking sag@proval from the Board. Upon
receipt of Board approval of the collection of thewv taxes from BGS-FP Customers, the
BGS-FP Supplier will be excused from liability foayment of those new taxes.

15.9 Changes in Transmission Charges for Firm Trans  mission Service

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

0] 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-FP Suppliers that such rate filirag lbeen made, and will seek approval
from the Board to increase or decrease the chaogB&S-FP Customers by the amount
of such rate adjustment for Firm Transmission Serviprovided that, if the rate
adjustment for the Firm Transmission Service ish® demand component of such rate,
the rate adjustment sought by the Company shaditéted as a dollar per kilowatt-hour
charge or reduction based on a load factor forstrassion service equal to the load
factor for transmission service over the previouglte (12) months; and further
provided that the Company will provide the BGS-F&p@diers with a copy of the
Company’s petition seeking such approvals fromBbard;

(i) upon receipt of Board approval for the adjustmarthe charges to
BGS-FP Customers, the Company shall begin collgdtie new charges (calculated with
respect to the increase or decrease) from the B&GuUStomers;
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(i) in the event of a decrease in Firm Transmissiowi&aiCharges,
the Auction Price shall be deemed to be decreagdldebdecrease to BGS-FP Customers
approved by the BPU;

(iv)  in the event of an increase in Firm TransmissiorviSe Charges
the following provisions shall apply: (a) commeargiwith the date that the Company
begins collecting the rate increase approved byt#d from the BGS-FP Customers, the
Company shall track that portion of the chargeB@&S-FP Customers comprised by the
increase and shall retain such tracked amountthéobenefit of the BGS-FP Suppliers;
(b) upon approval by the FERC, in a Final FERC ©Omated not subject to refund, of a
proposed increase in charges for Firm TransmisS&mice, or at such time as an annual
adjustment to the charges for Firm TransmissioviSerbecomes effective pursuant to
the applicable FERC-authorized formula rate, tHfong shall occur: (A) the Auction
Price shall be deemed to be increased by the iseteaBGS-FP Customers approved by
the BPU; and (B) the Company shall promptly payheRGS-FP Supplier, in proportion
to its BGS-FP Supplier Responsibility Share, theoants tracked and retained for the
benefit of BGS-FP Suppliers during the term of hggeement; provided, however, that
in the event only a proportion of the increasedrghdor Firm Transmission Service is
approved by FERC, in a Final FERC Order and nojestuifto refund, the Auction Price
shall be increased only by that portion of the eéase approved by the FERC and the
BGS-FP Suppliers shall be paid only that portiorthef tracked and retained amounts
associated with the portion of the increase apmtdsethe FERC; and further provided
that in the event FERC approves less than theetytof the increased charge or rejects
the increase in its entirety, all amounts tracked eetained by the Company for the
benefit of the BGS-FP Suppliers associated with tbgcted increase for Firm
Transmission Service (or the rejected portion ad thcrease for Firm Transmission
Service), shall be credited by the Company agafosire rates paid by BGS-FP
Customers and the BGS-FP Suppliers shall havegid im or to such amounts. The
Company will pay simple interest on amounts tracked retained hereunder, calculated
at the lower of the Interest Index or six (6) petgger annum; and

(v) Nothing herein shall prevent or restrict the pgvation of the
Company or the BGS-FP Suppliers in any FERC orcjatlproceedings associated with
any proposed increase or decrease in charges ffior Hansmission Service or any
FERC or judicial proceedings associated with amgnfda rate adjustment, in sponsoring,
supporting, opposing, challenging or otherwise aslsing such increases, decreases, or
adjustments.

(b) If, prior to the Effective Date of this Agreentga filing is made with the
FERC to increase or decrease the charges for Fiamsmission Services, including any
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charge or surcharge imposed on customers recdimngTransmission Services, and the
Company seeks the approval of the BPU to increasdecorease the rates charged to
BGS-FP Customers by the amount of such increaskeaease 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-FP Customers, the Company [sgih collecting the new rate
(calculated with respect to the increase or dee)dasm the BGS-FP Customers;

(i) in the event of a rate decrease, the Auction Piadl be deemed
to be decreased by the rate decrease to BGS-FBrerst 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-FP Custorar (y) June 1, 2012 if the
Company begins collecting the rate increase apprdyethe BPU from the BGS-FP
Customers prior to June 1, 2012, the Company gshadk that portion of the rates
charged to BGS-FP Customers comprised by the rateease and shall retain such
tracked amounts for the benefit of the BGS-FP Sappl (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 increasshanges to BGS-FP Customers
approved by the BPU; and (B) the Company shall ptbnpay each BGS-FP Supplier,
in proportion to its BGS-FP Supplier ResponsibilBpare, the amounts tracked and
retained for the benefit of BGS-FP Suppliers durthg term of this Agreement;
provided, however, that in the event only a praparof the proposed increase in charges
for Firm Transmission Service is approved by FERCa Final FERC Order and not
subject to refund, the Auction Price shall be iasexl only by that portion of the
proposed increase approved by the FERC and the B&Suppliers shall be paid only
that portion of the tracked and retained amourge@ated with the increase approved by
the FERC; and further provided that in the everREEapproves less than the entirety of
the proposed increase or rejects the proposedaserna its entirety, all amounts tracked
and retained by the Company for the benefit oB&S-FP Suppliers associated with the
rejected increase in charges for Firm TransmisSiervice (or the rejected portion of the
proposed increase in charges for Firm TransmisSiervice), shall be credited by the
Company against future rates paid by BGS-FP Custwmed the BGS-FP Suppliers
shall have no right in or to such amounts. The Camgpwill pay simple interest on
amounts tracked and retained hereunder, calcuédtdae lower of the Interest Index or
Six (6) percent per annum; and
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(iv) Nothing herein shall prevent or restrict the m#pation of the
Company or the BGS-FP Suppliers in any FERC orcjatlproceedings associated with
any proposed increase or decrease in charges fom Fransmission 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 IBCFEubject to refund without a
Final FERC Order and such charges are being cetleétom BGS-FP 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 purposdseqgireceding paragraphs, the Company
may seek a ruling requesting such a determinatam the BPU within ten (10) Business
Days of the filing at the FERC. The Company slib#reafter implement the rate
increase or rate decrease for Firm Transmissiomicerif any, through an appropriate
adjustment in the Auction Price in accordance whthdirectives of the BPU in its order.

15.10 Use of the Word “Including”

The word “including”, when following any generahtment 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 tred&ral Acquisition Regulation
(“FAR"), 48 Code of Federal Regulations Chaptestiguld be deemed to apply to this
Agreement, the BGS-FP Supplier shall comply witla tquirements of such clause(s),
and shall include the terms or substance of swalsels) in its subcontracts, as and to the
extent required by the FAR:
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1) Clean Air and Water: 852.223-2;

2) Contract Work Hours and Safety Standards Act-OvertCompensation:
§52.222-4;

3) Equal Opportunity: 852.222-26;

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

5) Affirmative Action for Handicapped Workers: 8§52236;

6) Utilization of Small Business Concerns and Smallsddivantaged
Business Concerns and Small Business and Smaliadstaged Business
Subcontracting Plan: §852.219-8 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 stash) tarms and conditions pursuant to
the FPA, if the FPA is deemed to have jurisdicomer 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 ezfc which will be
considered an original, but all of which shall ditage one instrument.

NERA

Economic Consulting



156 ¢ BGS-FP SUPPLIER MASTER AGREEMENT FP AucCTION

IN WITNESS WHEREOF, the Parties hereto have caused this Agreemerd to b
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-FP SUPPLIER MASTER AGREEMENT ,

BGS Supplier

Address for Notice

DATED , 2012,
BY AND BETWEEN

AND THE BGS-FP SUPPLIERS

Auction Price BGS Supplier
Responsibility Share

The address for any notice to peovpursuant to Section 6.8 and
15.1 of the BGS-FP Supplier Master Agreement diethe following:

For Credit Related Issues, Section 6.8:

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-FP SUPPLIER MASTER AGREEMENT,
DATED , 2012,
BY AND BETWEEN
AND THE BGS-FP SUPPLIERS

Seasonal Billing Factor

The Seasonal Billing Factor is as follows:

June through September:

October through May:
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SCHEDULE FOR ICRT
36-MONTH BGS-FP

MONTH ($/tranche)
FEB. 2012 2,400,000
MAR. 2012 2,400,000
APR. 2012 2,400,000
MAY 2012 2,400,000
JUNE 2012 2,400,000
JULY 2012 2,400,000
AUG. 2012 2,400,000
SEPT. 2012 2,000,000
OCT. 2012 2,000,000
NOV. 2012 2,000,000
DEC.2012 1,900,000
JAN. 2013 1,900,000
FEB. 2013 1,900,000
MAR. 2013 1,800,000
APR. 2013 1,800,000
MAY 2013 1,800,000
JUNE 2013 1,650,000
JULY 2013 1,650,000
AUG. 2013 1,650,000
SEPT. 2013 1,400,000
OCT. 2013 1,400,000
NOV. 2013 1,400,000
DEC.2013 1,300,000
JAN. 2014 1,300,000
FEB. 2014 1,300,000
MAR. 2014 1,200,000
APR. 2014 1,200,000
MAY 2014 1,200,000
JUNE 2014 1,000,000
JULY 2014 1,000,000
AUG. 2014 1,000,000
SEPT. 2014 850,000
OCT. 2014 850,000
NOV. 2014 850,000
DEC.2014 650,000
JAN. 2015 650,000
FEB. 2015 650,000
MAR. 2015 400,000
APR. 2015 400,000
MAY 2015 400,000
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MtM EXPOSURE AMOUNT CALCULATION INFORMATION:

Table 1 contains the illustrative mafii®r each month of the BGS-FP auction period.
Monthly marks (example only, to be updated in Jan2®12) are provided for June
2012 through May 2015. For the months, two-monttké or quarterly blockswhere
broker quotes are available, broker quotes willused for those months. For all the
remaining months the EDCs will be using a proprietmethod that reflects forward
market conditions.

The method described above will be employed from__, 2012 through , 2012.
From , 2012 through the day of the close efB&S-FP Auction, only the months
for which a monthly, a two-month block or a qudstdrlock quotes are available will be
updated. The mark for each Billing Month is the kndrat was calculated on the date that
the BGS-FP Auction closes and will not change dherlife of the contract. After the
close of the BGS-FP Auction Forward Market Prica @hange. In addition, the on-
peak and off-peak loads used to calculate the MioSure Amount will be adjusted
monthly to reflect the most current changes.

Forward Market Prices for the months, two-monthckéoor quarterly blocks where at
least two broker quotes are available will be eqodhe broker quotes. In case quotes for
a component of a block and for the block are betnlable, the EDCs reserve the right
not to use both the component of a block and thekhif they are inconsistent with each
other. However, when this inconsistency occursBEB€ must use either the component
or the block. Forward Market Prices for the monttvgp-month blocks or quarterly
blocks where broker quotes are unavailable willelpgial to the last available broker
guotes or in case they have not been quoted orbribleer sheets since the BGS-FP
Auction closed, they will be equal to the marksatehe close of the BGS-FP Auction.

2 |llustrative marks represent PJM Western Hub eakpprices.

% For two-month and quarterly blocks for which theerage for the block and a component of the block
are both quoted, the component will be equal tquisted price and the other months in the blockhwil
constructed so that the weighted average (weidhyezh-peak hours in each month) of the block equals
the quote for the block; e.g., Q4 2012 = $50 antd20&2 = $40; therefore, Oct 2012 = $40 and Nov-Dec
2012 = $55 ($50*(336+336+368)-$40*336)/(336+368)4$5. If only the block is quoted, that price
will be used for all relevant months; e.g., Jan/B8h3 = $35, then Jan 2013 = $35 and Feb 2013 = $35
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MtM CALCULATION EXAMPLE

PARAMETERS
On the closing day of the auction, the followinggraeters are set

1. The expected On-Peak Load per tranche for each EDC.

2. The expected Off-Peak Load per tranche for each.EDC

3. Atable of monthly on-peak forward prices (to bediss the inception price
“mark” for each month of the supply period).

4. A table of monthly historical on-and off-peak enepgices to determine the ratio
of off-peak price to on-peak prices.

Indicative on-peak and off-peak loads per trancmefich EDC will be made available
14 days prior to the auction.

ALL ENERGY PRICES ARE BASED ON THE PJM WESTERN HUB.
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EXAMPLE

TABLE 1 — INITIAL DATA

Broker Sheets (Quotes from Auction Closing Day)

Broker

Bid/Offer

Jul-12

Aug-12

Sep-12

Oct-12 Nov-12

Broker 1
Broker 1
Broker 2
Broker 2
Broker 3
Broker 3

Bid
Offer
Bid
Offer
Bid
Offer

Average

Mid

Broker

Bid/Offer

Jan-13

Feb-13

Mar-13

Apr-13 May-13

Broker 1
Broker 1
Broker 2
Broker 2
Broker 3
Broker 3

Bid
Offer
Bid
Offer
Bid
Offer

Average

Mid

TABLE 2 - EXAMPLE OF HISTORICAL ENERGY PRICES, AND RATIO OF

OFF-PEAK TO ON-PEAK PRICE

Broker Sheets (Quotes from Auction Closing Day)

Month

Historical Average Price

Historical Ratio of Off-Peak to On-Peak Price

January
February
March
April

May

June

July
August
September
October
November

December
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TABLE 3 - DATA SET ON THE CLOSING DAY OF THE AUCTIO N ENERGY
(MWH/TRANCHE)

On-Peak Volumé Off-Peak Volume® On-Peak Pricé Off-Peak Price’

Jun-12
Jul-12
Aug-12
Sep-12
Oct-12
Nov-12
Dec-12
Jan-13
Feb-13
Mar-13
Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13
Oct-13
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Nov-14
Dec-14
Jan-15
Feb-15
Mar-15
Apr-15
May-15

* On-peak and off-peak volumes will be adjusted rnignt

®> On-peak and off-peak volumes will be adjusted rhignt

® Forward price (if available). If not available jasted historical average price will be used.
" On-peak price multiplied by the historical off-jxéan-peak ratio.
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EXAMPLE

TABLE 4 - DATA ON DAY 1 OF THE SUPPLY PERIOD
Broker sheets on day 1 of the Supply Period

Broker  Bid/Offer Jun-12 Jul-12  Aug-12 Sep-12 Oct-12 Nov-12
Broker 1 Bid

Broker 1  Offer

Broker 2 Bid

Broker 2  Offer

Broker 3 Bid

Broker 3  Offer

Average Mid

Broker  Bid/Offer Dec-12 Jan-13 Feb-13 Mar-13  Apr-13 May-13
Broker 1 Bid

Broker 1  Offer

Broker 2 Bid

Broker 2  Offer

Broker 3 Bid

Broker 3  Offer

Average Mid

Note: For a monthly forward price from a brokeb®included, both bid and offer must be available.
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EXAMPLE

TABLE 5 - DATA SET ON THE CLOSING DAY OF THE AUCTIO N
Energy (MWh/tranche)

On-Peak Off-Peak
Load per Load per
Tranche  Tranche
(MWh) (MWh)

Inception  Current Change in Change in
On-Peak DayOn- On-Peak Off-Peak MtM
Price Peak Price  Price Pricé

Jun-12
Jul-12
Aug-12
Sep-12
Oct-12
Nov-12
Dec-12
Jan-13
Feb-13
Mar-13
Apr-13
May-13
Jun-13
Jul-13
Aug-13
Sep-13
Oct-13
Nov-13
Dec-13
Jan-14
Feb-14
Mar-14
Apr-14
May-14
Jun-14
Jul-14
Aug-14
Sep-14
Oct-14
Nov-14
Dec-14
Jan-15
Feb-15
Mar-15
Apr-15
May-15

Total

Note: Inception on-peak price is equal to on-pgage set on the closing day of the auction.

8 Change in on-peak price multiplied by ratio of-p&ak price to on-peak price.
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APPENDIX C TO BGS-FP SUPPLIER MASTER AGREEMENT
DATED , 2012,
BY AND BETWEEN
AND THE BGS-FP SUPPLIERS

SAMPLE BGS-FP LETTER OF CREDIT
(Date)

Letter of Credit No.

To: [One of the following:

Atlantic City Electric Company (“ACE”) or Jersey fteal 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 irrevocatbéasferable Letter of Credit (this

“Letter of Credit”) for the account of (the “Applicant”),
in the amount of $ , effective imatety and available to you at
sight upon demand at our counters at (Location) and expiring

364 days from date of issuance or any extensioretfi€in the form of Annex 5),
unless terminated earlier in accordance with thevipions hereof or otherwise
extended.

2. This Letter of Credit is issued at the request led Applicant, and we hereby
irrevocably authorize you to draw on us, in accamgawith the terms and conditions
hereof, up to the maximum amount of this LetteiCoédit, subject to reduction as
provided in paragraph 12 hereof. This Letter odditrmay be drawn upon an Event
of Default under the BGS-FP Supplier Master Agrestifsg between the Applicant
and you, dated and the BGS-CIEP Supplester Agreement(s)
between the Applicant and you, dated

3. A partial or full drawing hereunder may be mageyou on any Business Day on or
prior to the expiration of this Letter of Credit loielivering, 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, appropriatelyngdeted and duly signed by your
Authorized Officer and (ii) your draft in the forof Annex 2 hereto, appropriately
completed and duly signed by your Authorized OfficAuthorized Officer shall
mean President, Treasurer, any Vice PresidentyoAasistant Treasurer.

L If the issuer of the Letter of Credit is locatacain area that is not in the Eastern time zons tithie and
all other times in this Letter of Credit, and thefidition of a Business Day should be adjusted etingly.
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4. We may, but shall not be obligated to, accept auyest to issue a substitute Letter
of Credit. Such request shall be in an Availapitertificate 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 shall nexceed the present value of this
Letter of Credit. Upon acceptance by us of anyhsieguest to issue a substitute
Letter of Credit for exchange, the new Letter oédt shall be issued in the amount
as set forth in the Availability Certificate.

5. We hereby agree to honor a drawing hereunder nradempliance with the terms
and provisions of this Letter of Credit by transieg in immediately available funds
the amount specified in the draft delivered torugonnection with such drawing to
such account at such bank in the United Statesoasnyay specify in your draft
delivered to us pursuant to Paragraph 3 hereoB8:09 P.M. (New York, NY time)
on the date of such drawing, if delivery of thigjuesite document is made prior to
11:00 AM (New York, NY time) on a Business Day puast to Paragraph 3 herein
above, but at the opening of business on the Business Day next succeeding the
date of such drawing if delivery of the requisitecdment is made on or after 11:00
AM (New York, NY time) on any Business Day pursuaotParagraph 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 fthate of receipt of the
documents) that the demand for payment was notteffein accordance with the
terms and conditions of this Letter of Credit, isigitthe reasons that the demand for
payment was not effected in accordance with suchg@nd conditions, and that we
will upon your instructions hold any documents atiydisposal or return the same to
you. Upon being notified that the demand for paymeas not effected in
conformity with this Letter of Credit, you may atipt to correct any such non-
conforming demand for payment to the extent that @ entitled to do so, provided,
however, in such event a conforming demand for gatnmust be timely made in
accordance with the terms of this Letter of Credit.

7. This Letter of Credit shall automatically terminadé&d be delivered to us for
cancellation on the earliest of (i) the making ouyof the drawings in an amount
equal to the maximum amount available to be madeuineler, (ii) the date we issue a
new letter of credit in exchange for this LetteiGyedit in accordance with Paragraph
4 herein above, (iii) the date we receive from ypoCertificate of Expiration in the
form of Annex 4 hereto, or (iv) the above-stategisation date hereof.
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8. As used herein:

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

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

9. This Letter of Credit is assignable and transfexainl accordance with Annex 6, to an
entity who you certify to us in the form of Annex &d we hereby consent to such
assignment or transfer, provided that this LetteiCoedit may not otherwise be
amended or modified without consent from us, yod e Applicant, and except as
otherwise expressly stated herein, is subjecteédthiform Customs and Practice for
Documentary Credits — 2007 Revision, ICC Publicatido. 600, or any successor
publication thereto (the “UCP”). Any and all trémisfees, expenses and costs shall
be borne by the Applicant. This Letter of Credials, as to matters not governed by
the UCP, be governed and construed in accordantte New York law, without
regard to principles of conflicts of law. Transefees shall be borne by the
Applicant.

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

11.We certify that as of atedwe
(“Bank”) satisfy the senior unsecured debt ratihtd from Standard & Poor’s Ratings
Services or “A2” from Moody’s Investors Service Inc

12. The amount which may be drawn by you under thiteLef Credit shall be automatically
reduced by the amount of any drawings paid thraugykeferencing this Letter of Credit
No. . Partial drawings are permitted hedeun

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

14.In the event of act of God, riot, civil commotiansurrection, war, terrorism or by any
strikes or lock outs, or any cause beyond our obrttnat interrupts our business, and
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causes the place for presentation of this Letté@reflit to be closed for business on the
last day of presentation, the expiration date isf ltketter of Credit shall be automatically
extended without amendment to a date thirty (3@@ncar days after the place for
presentation reopens for business.

15.This original Letter of Credit has been sent to theneficiary EDC located at
above (as per Applicant’s instmgl. The aggregate amount paid
to the EDC during the validity of this Letter ofeiit will not exceed the amount of this
Letter of Credit. Any demands or communicationshie form of the attached Annexes
(except for Annex 5) or other communications deddio us under this Letter of Credit
must be signed by an Authorized Officer of the ED&cceptance or rejection of any
amendments to this Letter of Credit or any exterssmursuant 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 thevexbeferenced 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 CreNib. ,
dated , 20__, the undersigned is ehtdlenake a drawing under the Letter
of Credit in the amount of $ , inasmucthese is an Event of Default under
any BGS Supplier Master Agreement between the Aaptiand us.

3. We acknowledge that, upon your honoring the drgwherein requested, the
amount of the Letter of Credit available for dragvshall 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 forwarilittg

EDC
Address

Very truly yours,

EDC
By
Name:
Title:
Date:

APPLICANT NAME

By.
Name:
Title:
Date:

Agreed and Accepted:

(Bank)

By

Name:

Title:

Date:
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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)
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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)
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ANNEX 6 TO LETTER OF CREDIT

NOTICE OF TRANSFER
OF LETTER OF CREDIT NO.

1 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 Ishve 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 cedfiear 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 @alito 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)
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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
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APPENDIX D TO BGS-FP SUPPLIER MASTER AGREEMENT
DATED , 2012,
BY AND BETWEEN
AND THE BGS-FP 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 BGF@tpplier Master Agreement(s)

dated (the “Agreements”). Guarantor entets this Guaranty in consideration

of, and as an inducement for Guaranteed Party gastitered into or entering into the
“Agreements” with [Name],_a

[State] corporation (the “BGS Supplier”), which mawolve the extension of credit by

the Guaranteed Party. Guarantor, subject to thmasteand conditions hereof, hereby
unconditionally and absolutely guarantees to thar@uteed Party the full and prompt
payment when due, subject to an applicable gracedgand upon demand in writing

from the Guaranteed Party to the Guarantor’s atterdt the address for Guarantor set
forth in Section 11 hereof of any and all amourdygble by the BGS Supplier to the
Guaranteed Party arising out of the Agreement(s), a

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)). NdistEnding 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.
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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 tartene, 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 refrétom 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 A&greement(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 agreefdoim 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
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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 equitathlkecharge of the Guarantor’s
obligations hereunder.

5. The Guarantor hereby irrevocably waives (a) anyhtrigf 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¢thmay 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 unddre terms here of shall be
conclusively presumed to have been created inneditaereon. 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 anGtlaranteed 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
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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 gdadrof such amount by reason of
(a) any judgment, decree or order of any court dmiaistrative body having
jurisdiction over such payee or any of its propemy (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 compeshall 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 hdezunr the amount so repaid or
recovered to the same extent as if such amounnéeer originally been received
by any such payee.
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13.

14.

15.

16.

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 whichmgat will expire. The Guarantor
may terminate this Guaranty upon thirty (30) daysrpwritten 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, epceith 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: (§ 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, gisteation or filing with, any court
or other governmental body having jurisdiction ottee Guarantor is required on
the part of the Guarantor for the execution, dejivand performance of this
Guaranty except for those already made or obtaifi@dhis Guaranty constitutes a
valid and legally binding agreement of the Guargrdaad is enforceable against the
Guarantor, except as the enforceability of this i@oty may be limited by the
effect of any applicable bankruptcy, insolvencyorganization, moratorium or
similar laws affecting creditor’s rights generadlgyd 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 Incorpoian or by-laws] or any law,
regulation or contractual restriction binding owiitits 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 Guaranteeg 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
objections to venue or inconvenient forum. The 1Gotr and Guaranteed Party
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17.

18.

19.

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 statetadrthe terms of this Guaranty
and supersedes all prior oral or written represimts, understandings, and
agreements between the Guaranteed Party and thhar@rawith 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, whecin$ and provisions shall remain
binding and enforceable. This Guaranty may be drelcun 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 theté&egsof Guarantor only as such,
and every person, firm, association, trust or cafon having any claim or

demand arising under this Guaranty and relatinGuarantor, its shareholders or
Trustee shall look solely to the trust estate ofa@antor for the payment or
satisfaction thereof.
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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 teelfective as of the earliest effective date
of any of the Agreement(s).

[GUARANTOR]

By:
Title:

Accepted and Agreed to:

(EDC)
By:
Title:
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