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INTRODUCTION

The New Jersey electric distribution companies ("EDCs") - 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") - first filed a joint

proposal for the procurement of electric power for basic generation service ("BGS") customers

on July 1, 2001. On December 10, 2001, after allowing various stakeholders to comment and

holdir~g public hearings, the New Jersey Board of Public Utilities ("BPU" or "Board") approved

the EDCs’ joint proposal to implement a statewide simultaneous descending clock auction

("clock auction"). The first BGS clock auction was held in February 2002. In the ensuing years,

the EDCs have jointly filed an annual auction proposal to procure BGS Suppiy, which has been

consistently approved by the Board and successfully implemented through the combined efforts

of the Board, its Staff, the Auction Manager, the Board’s Advisor, and the EDCs. Since 2002,

the annual energy auctions created and administered by the New Jersey BPU have been used to

efficiently meet the demand of BGS customers.

A~er the first five years of BGS Auction experience, the Board conducted a review of

the BGS Auction process, which led to some further improvements in the process, including the

ability for bidders to comment on the alternate guaranty process and application forms. The

Board conducted another comprehensive review foIlowing the 2012 BGS Auctions in Docket

No. ERI2020150. The Board solicited comments fi’om all parties with a focus on the

proct~ement process and policy issues directly related thereto. The Board Order in Docket No.

ER18040356 instructed the EDCs to submit a proposal to procure BGS Supply beginning June

1, 2019. Accordingly, the EDCs hereby submit the instant proposal, which proposes to continue

to conduct a statewide clock auction to procure power for BGS customers.
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II. GOALS OF THE BGS PROCUREMENT PROCESS

In the following sections of this filing, the EDCs review why the BGS Auction Process

continues to best meet the interests of New Jersey customers. The starting point of the

explanation is a review of the goals of the BGS procurement process. In the Electric Discount

and Energy Competition Act of 1999 ("EDECA"), the Legislature found and declared that it is

the policy of the State, consistent with other important policy objectives, to rely upon competitive

markets, where such markets exist, to deliver energy services to consumers (.N.J.S.A. 48:3-

50a(2)). To accomplish these policy objectives, EDECA directed the Board to implement "retail

choice." Retail choice allows retail electric customers to be given the choice of shopping directly

for their electric service or opting not to shop and to receive BGS.

EDECA is quite clear on the subject of power procurement for BGS: "Power procured

for basic generation service by an electric power supplier shall be purchased at prices consistent

with market conditions." (N.J.S.A. 48:3-57d). The same section goes on to note that "charges

assessed to customers for basic generation service shall be regulated by the Board, and shall be

based on the reasonable and prudent cost to the supplier of providing such service, including the

cost of power purchased at prices consistent with market conditions, by the supplier in the

competitive wholesale marketplace." (Emphasis added.) BGS is a regulated market-priced

service.

The goal of having BGS reflect market conditions and competitive power market prices

not only is consistent with EDECA, but also is consistent with several other important objectives.

Retail choice can only develop and proliferate efficiently if the alternative to retail choice - BGS

- is efficiently priced.1 As currently structured by the BPU, the BGS Auction Process ensures

that BGS is efficiently priced. The BGS product is a full requirements product. Suppliers bear

and include in their price a wide variety of risks including load variability, market volatility, fuel

price increases, migration, and changes in the PJM marketplace. These risks are not managed by

regulation; rather, these risks are managed by competitive entities that can employ creative risk

"Efficient proliferation of retail choice" should not be confused with artificially stimulating retail choice or
maximizing switching. Rather, efficient proliferation of retail choice occurs when Third Party Suppliers
("TPSs") are able to offer added value that can induce customers to switch away from a market-priced BGS
offering.
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management strategies. Hence, the price that retailers compete against is the risk-adjusted price

of competitive BGS suppliers providing full requirements service. A market price means the

best or Iowest market price that can be reasonably obtained, a price that will vary with market

conditions including conditions in world energy markets. This is exactly what EDECA intended.

Intrinsic characteristics of the customer classes must also be considered in an examination

of the appropriate BGS procurement process. In implementing the BGS Auction Process, the

Board recognizes that some customer classes are able to understand the risks of price movements

in competitive power markets and will be able to absorb risks or contract for the management of

those risks. On the other hand, other customer classes may neither understand nor be able to

manage these price risks in a way that yields a more economical result than the BGS offering.

In this regard, the BGS-RSCP product is designed to provide residential customers and

smaller commercial and industrial customers with BGS at a stable price that still reflects

competitive, market-based costs for a price-risk managed service. While it is entirely appropriate

that such customers receive a stable market price, larger, more sophisticated, commercial and

industrial customers can react to real-time electricity price signaIs to facilitate demand response

and can contract for price-risk management in the competitive market. The BGS-CIEP product,

which reflects real-time hourly energy spot prices,2 has been implemented for such larger, more

sophisticated customers.

These broad policy goals of the BGS procurement process are reflected in and expanded

upon by a number of specific goals that apply to the BGS procurement process:

To obtain reliable supply on behalf of BGS customers, at prices consistent with

market conditions.

To establish a fair and transparent dompetitive process that will maximize

participation. The process shouId be transparent in terms of the requirements for

participation, the supply contract, t~e retail rates that will result from the Auction,

and the manner in which final auction prices are determined and in which winners

The terms "real-time hourly energy spot price" or "real-time hourly spot price" refer to PJM’s Residual Metered
Load aggregate real-time Locational Marginal Price.



emerge at the Auction. The process should be fair and transparent in terms of

providing timely and equal access to information for alI bidders.

To allocate supply responsibility efficiently over the loads of the multiple EDCs.

An efficient allocation of supply helps to ensure that prices best reflect the market,

so that any market perceptions regarding differences in serving various EDCs are

reflected in the prices.

To have competitive entities take, manage, and price BGS risks. BGS is a price-

risk management service where competitive entities assemble supply components

in the competitive power market, and assess and price these risks. This ensures

that customers obtain the full benefits of competition by opening the price-risk

management function to competitive discipline.

To implement BGS at market rates that reflect customer class, seasonal and time-

of-day market differences in order to encourage efficient consumption and

conservation decisions, and in order to encourage the development of efficient

retail competition. BGS rates should also minimize customer switching in

response to rate design inefficiencies.

To minimize customer confusion by presenting customers who stay on BGS with

the appropriate type of retail rate structure and design.

To design a BGS product consistent with the ability of various customer classes

to react to price and manage energy price risks.

To preserve the financial integrity of the EDCs. BGS costs and revenues exceed

60% of total EDC cost and revenues. BGS costs are an order of magnitude greater

than EDC earnings. It is imperative that the BGS process protects the financial

integrity of the EDCs.
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III. THE ESTABLISHED BGS AUCTION PROCESS IS UNIQUELY
SUITED TO THE GOALS OF BGS PROCUREMENT

The Board’s BGS Auction Process fully specifies and provides structure to all necessary

aspects of a proct~ement process. In addition, all of the elements of the BGS Auction Process

work together to achieve the goals identified in and flowing from EDECA’s mandate. The

remainder of this section discusses briefly how the principal elements of the BGS Auction

Process work together to achieve these goals.

III. A. Product Definition

The BGS Auction Process defines the product as a full requirements product. BGS

suppliers are responsible for serving a percentage of an EDC’s default service load, whatever the

load may be at any given point in time. Bidders compete to serve BGS customers by striving to

be the best at assembling supply components (energy, capacity, renewable attributes, etc.) in the

competitive power market, and at assessing and pricing the risks associated with serving a

percentage of BGS Load. Having a full requirements product places the portfolio acquisition

and price-risk management function in the hands of the competitive entities that can most

efficiently carry out these tasks. The full requirements product is designed so that all aspects of

BGS Supply that can be provided through the competitive market, including risk assessment and

management, are provided and priced through the competitive market. The full requirements

product is fully consistent with EDECA’s preference for reliance on competitive forces. The full

requirements product also obtains a full service price for BGS that serves as an efficient

competitive benchmark for efficient retail choice and enables potential BGS suppliers to bid with

knowledge as to the retail rates that will result from the Auction. The fulI requirements product

thus also encourages the development and efficient working of competitive retail markets.

Currently, the full requirements product is procured separately for residential and smaller

commercial and indus~at customers (the "BGS-RSCP product") and for larger commercial and

industrial customers (the "BGS-CIEP product"). The BGS-RSCP product is procured on a three-

year rolling portfolio basis and the BGS-CIEP product is procured on an annual basis. The use

of an appropriate term structure enables smaller commercial and residential customers to benefit

from a stable yet market-based rate that is appropriate for these customers, consistent with
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EDECA, and helps to minimize customer confusion. Providing larger customers price certainty

for capacity, RPS compliance, and ancillary services also helps to minimize customer confusion

and provides for an environment where the retail offerings can develop efficiently. This dual

structure provides appropriate stability and a hedge against volatility for each customer type, and

achieves the goal of designing a product that is consistent with the ability of various customer

classes to react to price and to manage energy price risks.

HI. B. Auction Format

The BGS Auction Process solicits bids through a clock auction: a multiple round process

with dynamic irfformation feedback. Bidders submit bids each round as prices tick down, and

each round bidders get information about how the market views the auction opportunity. On the

basis of that information, bidders have an opportunity to revise their bids, and switch their bids

from one EDC to another. The information that bidders receive during the BGS Auction reduces

the uncertainty that bidders face and leads to more aggressive bidding. In this way, the BGS

clock auction format encourages competitive bidding and efficient market prices consistent with

EDECA. The fact that bidders can switch from one EDC to another means that any price

differences anaong the EDCs reflect the market’s view of differences in the cost to serve each

EDC’s BGS Load. Hence, the BGS Auction achieves efficient relative prices and an efficient

allocation of supply responsibility among the EDCs. As explained later in greater detail, the

BGS Auction also provides a large degree of transparency as all bidders understand how prices

are determined and how winners emerge. This transparency encourages participation and further

helps to obtain reliable suppIy at prices consistent with market conditions.

113[. C. Competitive Safeguards

In addition to the fact that a clock auction format promotes competitive bidding, several

competitive safeguards are part and parcel with the BGS Auction Process: (i) the Association and

Confidential Information Rules; (ii) the setting of load caps; and (iii) the ability to reduce the

volume at the Auction.

The Association and Confidential Infomaation Rules ensure that bidders independently

and vigorously compete against each other at the Auction, resulting in competitive bidding, and

leading to the procurement of reliable supply at an efficient market price. Additionally, the
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Association and ConfidentiaI Information Rules ensure that the bidders’ confidential information

is properly kept confidential so that participation in the BGS procurement process does not

damage or hinder any other market activities that the bidder undertakes. Through its Auction

Orders, the Boaxd has consistently upheld the confidentiality of bidders’ information as an

exception to OPRA. Bidders’ certainty that their competitively-sensitive information will be

protected as confidential encourages participation. Robust participation in turn leads to efficient

The load cap limits the number of tranches that a bidder can bid and win at the Auction.

This competitive safeguard not only controls the ability of any entity to unduly influence the

auction-closing price but also provides for needed diversity in the pool of BGS suppliers. This

diversity limits the exposure of the EDCs and their customers to the credit risk of any one entity,

providing retiable supply sources to BGS customers.

IH. D. Qualification Procedures

The BGS Auction Process provides for a standardized qualification process. As part of

the qualification process, all prospective bidders must accept in advance the terms of a form of

master contract between the BGS supplier and the EDC acting as agent for its customers, and the

terms of the auction rules under which BGS is procured. All prospective bidders also must meet

standard credit provisions, which ensure that customers receive the benefit of the BGS bargain

in terms of reliable service for the term of the contract. The standard contract terms, qualification

process, credit terms, and the price-only basis for the evaluation of bids, directly contribute to

the transparency of the process as bidders understand the terms under which they participate in

the BGS process. These features also contribute to the fairness of the process. Once a prospective

supplier has been qualified, and registered as a bidder, its bids are evaluated on a price-only basis,

which ensures that all bidders compete on a "level playing field." The transparency and fairness

of the process encourage maximtm~ participation, and maximum participation Ieads to efficient

market prices.

HI. E. Rate Design

The BGS Auction Process features a method for translating the auction closing prices into

retail rates. For residential and smaller commercial and industrial customers, the rate design
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methodology properly reflects time-of-use pricing differentials. For larger commercial and

industrial customers, the rate design methodology reflects energy prices at the hourly market. In

both cases, the methodologies employed provide the proper benchmarks to advance the goal of

efficient retail pricing and development of competitive retail markets. The EDCs specify and

communicate the rate design methodology to bidders in advance of the Auction. Thus, bidders

can properly assess the risk in serving BGS Load, reducing bidders’ uncertainty and encouraging

participation in the process.

III. F. Roles

The EDCs, the BGS Auction Manager, Board Staff, and the Board’s Advisor all have

clearly defined roles that allow them to contribute to the management of the BGS procurement

process. The EDCs file with the Board their procurement proposal each year, provide bidders

with data and documents needed to prepare their bids, assess the financial and creditworthiness

qualifications of suppliers, support the promotion of the auction oppommity, and manage the

contracts with BGS suppliers on behalf of their customers. These activities maximize the

participation in the process and ensure efficient market prices. The Board considers the

procurement proposal as well as accounting, contingency plans, and cost recovery. Approval of

these items helps to further the goal of protecting the financial integrity of the EDCs.

The BGS Auction Manager serves as a singte point of contact for bidder questions and

concerns, maintains a website through which bidders are kept informed about the process,

ensuring the fairness of the process by providing equal access to information for all bidders.

Additionally, the BGS Auction Manager manages the qualification procedure and the bid

process. Board Staff and the Board Advisor monitor the entire process and monitor the bids

round by round. This oversight farther enhances the fairness and the transparency of the process,

promoting participation.

Further, the BGS Auction Manager and the Board’s Advisor each submit a report to the

Board promptly at the close of the Auction so that the Board can be in a position to evaluate

~vhether the process was competitive and whether the process was conducted as approved. The

Board has in the past committed to raake this assessment within two business days. This prompt

Board review of auction results enables suppliers to give their best bids and contributes to the
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goal of obtaining reliable supply at prices consistem with market conditions. The way in which

the BGS Auction Process is managed and the oversight provided by the Board and its Advisor

are important factors in its success and in the ability of the process to meet its goals.
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OVERVIEW OF THE EDCS’ PROPOSAL FOR THE 2019

The EDCs have again worked together to develop a detailed proposal for the competitive

bidding to procure BGS Supply that builds on the experience of prior BGS Auctions. The EDCs’

proposal for the BGS competitive bidding process for the supply period beginning June 1, 2019

("2019 Auctions") is summarized below.

IV. A. BGS - Residential Small Commercial Pricing ("BGS-RSCP")

BGS-RSCP procurement offers wi11 be solicited through a statewide Auction Process that

simultaneously seeks offers for all BGS-RSCP Load in the State. Appendix B, the BGS-

RSCP Auction Rules, further describe this Auction Process.

The BGS-RSCP Auction will seek offers for the supply of full requirements tranches of

each EDC’s BGS-RSCP Load for a three-year period. For each EDC, tranches in the

2019 BGS-RSCP Auction will be identical and uniform and will represent a fixed

percentage of that EDC’s total BGS-RSCP Load. Approximately two-thirds of the EDCs’

BGS-RSCP Load for the period from June 1, 2019 through May 31, 2020 was secured

through the 2017 and 2018 Auctions. Therefore, approximately one-third of the EDCs’

BGS-RSCP Load will be procured for the BGS Supply period beginning June I, 2019.

Following a successful Auction Process, the EDCs will have under contract one-third of

their total BGS-RSCP Load with a remaining contract tenn of one year, one-third of their

total BGS-RSCP Load with a remaining contract term of two years, and one-third of their

total BGS-RSCP Load for a term of three years.

The EDCs will use a multiple round descending clock auction to procure BGS-RSCP

Supply. In a round, bidders wiI1 state how many tranches they wish to serve of an EDC’s

BGS-RSCP Load at the price in that round. The going price will decrease each round in

which there is excess supply and the BGS-RSCP Auction will end when the amount

proposed to be supplied is equal to the amount the EDCs wish to procure. There will be

a single clearing price for each EDC’s BGS-RSCP Load that will apply to all tranches for

that EDC procured in this Auction. Payments to bidders from June through September

will be shaped by the use of a summer multiplicative factor on the Auction price, and
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payments for the remaining months will be shaped by the use of a winter nmltiplicative

factor.

The EDCs propose changing the shape of the decrement function from a linear function

to a stepwise function for PSE&G, JCP&L, and ACE (RECO already has a stepwise

fimction for its decrement). This is the same change that was proposed and approved for

the BGS-CIEP Auction in 2018 and thus this proposal would harmonize the approach

across the two Auctions. The stepwise functions, which are described in detail in the

BGS-RSCP Auction Rules, closely approximate the final decrement formulas used for

the 2018 BGS Auctions. These decrement functions are expected to serve their main

purpose, namely to ensure that the Auction is paced appropriately, with price decreases

sufficiently large when excess supply is abundant and price levels are above those

consistent with the market, and with smaller price decreases as the Auction nears its end

and prices approach bidders’ valuations. These functions are easier for bidders to

understand. Furthermore, the use of the stepwise functions for the larger EDCs, which

was done for the first time in the 2018 BGS-CIEP Auction, has shown that stepwise

functions minimize departures from efficient relative prices over the course of the

Auction. This occurs because the prices for different EDCs are more likely to decrease

by exactly the same percentage from one round to the next, keeping relative prices more

stable and closer to their efficient levels. Finally, these decrement functions provide less

information to bidders about the excess supply of a given EDC. Less information of this

type means that bidders are more likely to switch and generally change their bids

considering only their valuations rather than also taking into consideration their impact

on the excess suppIy and the price of any particular EDC. While this last benefit is more

important in the BGS-CIEP Auction where a bidder controls a larger number oftranches

because of the 45% statewide load cap, it is still expected to promote competition in the

BGS-RSCP Auction and favor auction results that yield efficient market prices, to the

benefit of ratepayers.

A rate design methodology that accounts for supply procured in prior Auctions will be

used to translate final Auction prices into BGS-RSCP customer rates for one year

beginning June 1, 2019. The EDCs’ rate design proposals, including the timing of setting
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these rates, are detailed in each EDC’s Company Specific Addendmaa. Bidders will be

provided with a spreadsheet that converts final Auction prices into customer rates. This

will enable bidders to assess migration risk at various price levels. BGS-RSCP rates will

reflect market-influenced seasonality and time-of-day use, where appropriate and

feasible, in order to provide efficient price signals.

The rate design methodology yields for each EDC the summer multipticative factor and

the winter multiplicative factor used for supplier payments. The EDCs propose that the

strummer and winter payment factors both be set to 1 for any EDC whose rate design

methodology results in a summer payment factor less than 1 and a winter payment factor

over 1. The EDCs witi update the seasonal payment factors at the time of the compliance

filing to the Board, to reflect updates of the inputs. Further, the EDCs will update inputs

to the rate design methodology one final time approximately ten days before the BGS-

RSCP Auction. All such updates will be communicated to bidders. The last update will

be early enough to provide bidders certainty before the Auction while allowing the EDCs

to update the PJM transmission obligations to their 2019 values and potentially to

integrate any decisions by the Board regarding transmission rates issued at its January

2019 agenda meeting.

To ensure supplier diversity, each EDC will have a load cap for its BGS-RSCP Load

("EDC load cap"). An EDC load cap is a maximum number oftranches that a bidder can

win in the Auction for that EDC. In addition, there wit1 be a statewide load cap that limits

the aggregate amount of BGS-RSCP Load for all EDCs that can be won by any bidder.

BGS - Commercial and Industrial Energy Pricing ("BGS-CIEP")

The EDCs proposal for the 2019 BGS-CIEP Auction can ~be summarized as follows:

The EDCs propose a multiple round descending clock auction to procure BGS-CIEP

Supply. BGS procurement offers will be solicited through a statewide Auction Process

that sin:mltaneously seeks offers for all BGS-CIEP Load in the State. Appendix A, the

BGS-CIEP Auction Rules, further describe this Auction Process.
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The BGS-CIEP Auction will seek offers for the supply of full requirements tranches of

each EDC’s BGS-CIEP Load. For each EDC, la’anches will be identical and uniform and

will represent a fixed percentage of that EDC’s total BGS-CIEP Load based on a tranehe

size of approximately 75 MW on an eligible basis. The procurement term for BGS-CIEP

load will be one year with the BGS-CIEP Supply period beginning on June 1, 2019.

The BGS-CIEP Auction will determine the BGS-CIEP Price, which will be paid to

bidders on the basis of the capacity obligation of customers. The EDCs propose,

consistent with previous BGS-CIEP Auctions, a pre-specified ancillary service

component of $6.00iMWh.

For BGS-CIEP tranches, rate schedules will specify the BGS-CIEP charge resulting from

the finaI BGS-CIEP Auction Price as a per kW or per kWh rate, a per kW or per kWh

rate for the transmission obligation, a pre-specified per kWh rate for ancillary services,

and a provision to pass through the real-time hourly energy spot price. All CIEP

customers will be charged the CIEP Standby Fee, which the EDCs propose be set at

0.015¢&Wh. BGS-CIEP suppliers will receive a proportional share of revenue,

comprised of five elements: (i) the pre-specified CIEP Standby Fee for sales made to all

CIEP-eligible customers at the customer meter, (ii) the daily BGS-CIEP capacity

obligation times the BGS-CIEP Price determined at the BGS-CIEP Auction, (iii) the daily

BGS-CIEP transmission obligation times the transmission rate, (iv) the hourly BGS-CIEP

Load at the EDC’s PJM zone bus times the real-time hourly spot price, and (v) the pre-

specified ancillary services rate times BGS-CIEP sales adjusted for losses.

BGS-RSCP and BGS-CIEP

Each BGS suppIier will be required to assume PJM Load Serving Entity ("LSE")

responsibility for the portion of BGS Load (whether BGS-CIEP or BGS-RSCP) served

by that supplier. In accordance with PJM Agreements, BGS suppliers will be physically

and financially responsible for the day-to-day provision of electricity to BGS customers.

This full requirements service includes the provision of capacity, energy, transmission,

ancillary services and any other services as may be required by PJM. The LSE obligations

of each BGS tranche are subject to uncertainty and bidders will be required to manage
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this uncertainty. All BGS customers are free to come and go from BGS, provided that

they give notice at least 13 days before their next scheduled meter reading.

The detailed commercial terms and conditions under which the BGS supplier will operate

will be set forth in the BGS Supplier Master Agreements. The BGS Supplier Master

Agreements are designed to govern the interaction of each EDC and the BGS suppliers

during the period when the BGS supplier is serving BGS Load. The BGS Supplier Master

Agreements for BGS-CIEP and BGS-RSCP, as proposed by the EDCs and subject to

Board approval, are attached to this filing as Appendices C and D.

The EDCs propose that the CIEP line remain unchanged at 500 kW for the 2019 BGS

Auctions. BGS customers with a Peak Load Contribution ("PLC") of 500 kW or more

wilt be required to take service under a BGS-CIEP tariff or rate.

The EDCs propose to continue to allow potential bidders to propose modifications to the

standard form of the Post-Auction Letter of Credit as weIl as to the standard form of the

Pre-Auction Letter of Credit. The EDCs propose to continue to make available an

alternate guaranty process for bidders that have corporate policies that preclude them

from using the Standard Form of Guaranty appended to the BGS Supplier Master

Agreements. The EDCs propose that the specific deadlines associated with the multiple

steps of such a process be published separately in the guidelines to the alternate guaranty

process (rather than those deadlines being included in the general Auction timeline as

they are not generally relevant to a majority of bidders).

The final bidder information webcast is an opportunity to communicate to bidders a

number of parameters including the level of the tranche fees and the final decrement

formulas. The EDCs propose to release to bidders the transmission rates at this time also.

This allows the EDCs to highlight the release of this information for bidders and

potentially to integrate any decision from the Board taken in this regard at the January

2019 agenda meeting.

The EDCs have developed contingency plans, tariff sheets, and accounting and cost

recovery proposals that are detailed in their respective Company Specific Addenda.
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These are essential elements of the EDCs’ Auction proposal, and the EDCs request that

the Board review and approve these elements of the proposal.

The Board will render a decision on the Auction Process and render a decision on the

Auction results. Under the proposed Auction Process, the Board will approve or reject

in their entirety the results of the BGS-RSCP Auction and, separately, the results of the

BGS-CIEP Auction, by the end of the second business day following the day on which

the Iast Auction closes. The Board, at its discretion, has the option of rendering a decision

on the results of one Auction and of rendering a decision on the results of the other

Auction at different points in time. For example, the Board may render a decision on the

first Auction that closes while the second Auction is still in progress.

The bids at the Auctions will represent binding commitments on behalf of bidders and

full acceptance of all contract terms. Upon Board approval, Auction resuIts will be a

binding commitment on the EDCs and the winning BGS suppliers.
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CONDUCT OF THE AUCTIONS

In this section, the EDCs explain particular aspects of the conduct of the 2019 BGS

Auctions. The roles of the Board, the Board Advisor, the EDCs and the Auction Manager are

explained. In addition, the EDCs’ proposal for continued confidentiaIity of sensitive Auction

information is presented. Finally, a preliminary timeline for the Auction Process is provided.

go A°

V. A. 1.

The Roles of the Board, the Board Advisor, the EDCs and the Auction
Manager

The Role of the Board and the Board Advisor

Past Auction Processes have proven successful in achieving the benefit of market-based

prices for BGS Supply. The EDCs believe that it is appropriate for the Auction Process to be

similar to that approved in the previous Auctions.

The EDCs believe that the Board should again play a substantial role in the 2019 BGS

Auctions. Specifically, the EDCs respectfully recommend that the Board and the Board Advisor

be responsible for the following activities:

The Board will approve the Auction Process set for~ in this Proposal, the Auction
Rules, and the EDCs’ Company Specific Addenda;

The Board will approve the BGS-CIEP Supplier Master Agreement and the BGS-RSCP
Supplier Master Agreement;

¯ The Board Advisor will oversee the conduct of the Auctions and brief the Board during
the Auction Process; and

The Board will render a decision on final Auction results by the end of the second
business day following the day on which the last Auction closes. The Board, at its
discretion, has the option of rendering a decision on the results of one Auction and on
the results of the other Auction at different points in time. For example, the Board may
render a decision on the first Auction that closes while the second Auction is still in
progress.
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V. A. 2. The Role of the EDCs

It is important for the EDCs to work with the Board and with other parties to design a

process that assures that supply for BGS customers is procured at a cost consistent with market

conditions, that there is a smooth and seamless transfer of responsibility for BGS Supply from

the prior year’s BGS suppliers to BGS suppliers for the supply period begimning Jtme t, 2019,

and that adequate protections are in place to assure that the BGS suppliers are physically and

financially reliable.

In that regard, the EDCs believe that it is appropriate for the EDCs to continue to assume

the previously-approved logistical responsibilities that include:

Retention of NERA as Auction Manager to administer the Auction;

Development of the Auction Process, which is presented to the Board in this filing;

¯ Promotion of the Auctions in conjunction with the Auction Manager;

¯ Supply of the data and other key information that the suppliers would use to prepare their
bids and that will be made available through an Auction website maintained by the
Auction Manager;

Provision of follow-up technical support to the Auction Manager in response to specific
questions received from bidders and potential bidders with respect to the data and Auction
Process information and pre-Auction information packages;

¯ Development of the BGS Supplier Master Agreements and instruments for financial
guarantees;

¯ Review and approval of financial qualifications, including review of aIternate guaranty
forms; and

Execution of the B GS Supplier Master Agreements on behalf of their customers.

In addition, the EDCs propose to continue to fund the Board’s retention of an independent Board

Advisor to oversee the Auctions under the Board’s supervision and to advise the Board with

respect to interim and final approvals. As in years past, the cost of the independent Board Advisor

will be recovered through the tranche fees paid by winning bidders.
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The Role of the Auction Manager

The EDCs will retain NERA as Auction Manager to administer the Auctions. The

Auction Manager will be responsible for day-to-day administration, for dissemination of

information about the Auction Process. Further, if necessary, the Auction Manager will be

responsible for the development of software that will implement the rules of the Auction.

The Auction Manager would be primarily responsible for the following tasks:

Setting up and maintaining a website for the dissemination of Auction information to
stakeholders. This Auction information inctudes application deadlines and information
webcast dates, as well as the information packages prepared by the EDCs and the Auction
Manager;

Receiving queries from interested parties, directing the questions to EDC representatives
if necessary, and retttrning the answers to the inquiring parties. To maintain fairness and
to ensure that all parties have the same information, the Auction Manager will also
maintain a database of all questions and answers on the website;

Receiving applications for qualification and notifying interested parties of the results of
the qualification procedure;

Managing the Alternate Guaranty process;

Receiving indicative offers and tetters of credit, ensuring that these are in accordance with
the rules and notifying registered bidders of their initial eligibility;

Developing and testing bidding procedures that impIement the Auction Rules;

Providing technical help to bidders with respect to the Auction Rules and the bidding
procedures;

Managing the interface drying the Auctions, to ensure that Auction parameters such as
length of rounds and decrements are set appropriately;

Developing information packages that will be made available to bidders at the time of the
bidder information webcasts;

Drafting manuals for the Auctions;

Reviewing other information required of bidders before and after qualification and
resolving issues over associations with the Board Advisor;
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Training potential bidders in the bidding procedures;

Providing to the Board and the EDCs a full factual report on the Auctions and on the final
results; and

Preparing the BGS Supplier Master Agreements for the EDCs upon the completion of the
Auctions, but before the Board renders its decision on the Auction results, in order to
streamline and expedite the contract execution process.

In addition, the Auction Manager would support the EDCs and the Board by providing

assistance, when appropriate, with the following tasks:

Promoting the Auctions to potential participants; and

Coordinating between the Board with its Advisor, and the EDCs.

The Auction Manager is important to a weII-run process, from the promotion of the

Auctions to the certification of the results, and performs an essential task in developing and

testing the bidding procedt~es for the Auctions. As in years past, the cost of the Auction Manager

will be recovered through the tranche fees paid by winning bidders.

V.B.    Confidentiality of Auction Information

On October 22, 2004, the Board issued an Order (Docket No. EO04040288) wherein a

list of information was found exempt from the requirements of the Open PuNic Records Act

("OPRA’), N.J.S.A. 47:1A-1 et seq., and the rules promulgated by the Board at N.J.A.C. 14:1-

I2 et seq. The Board found the following information, filed as part of the Auction Process,

resulting from the BGS-RSCP or the BGS-CIEP Auctions, or provided by market participants

for the purpose of participating in the Auctions, to be information that would provide an

advantage to competitors or bidders, and deemed it confidential and not included as a government

record pt~suant to OPRA:

1. EDC-specific starting prices that are in effect for the first round of bidding;

2. Logic processes and algorithms used by the Auction Manager to determine the

starting prices, and volmne adjustments during the Auction rounds;
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Indicative offers consisting of the number oftranches a qualified bidder is willing

to su_pply at the maximum and minimum starting prices;

Auction round prices and individual bids in each round;

Bidder information supplied to qualify for the Auctions from the Part 1

Application;

q_he identities of the bidders except for the identities of the winners as

released by the Board;

¯ Information on Bidding Agreements;

¯ Financial and Credit Requirements;

¯ Guarantors’ Information;

Justification for Omissions.

o Bidder information supplied to register for the Auctions from the Part 2

Application:

The identities of the bidders except for the identities of the winners as

released by the Board;

Qualified Bidders’ Indicative Offers and Calculations of Required Bid

Bond;

, Qualified Bidders’ Preliminary Maximum Interest in Each Product;

, Additional Financial and Credit Requirements;

¯ Associations and Confidential Information Certifications;

¯ Justification for Omissions.

The EDCs request that the Board find and conclude that the foregoing information be deemed

non-public proprietary commercial and financial information that would provide an advantage to

competitors or bidders and not included as a government record pursuant to OPRA.
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V.C.    Regulatory Milestones and Tentative Auction Timeline

The proposed Auction timeline is as follows. The EDCs request that the Board approve

this tentative fimeline as a guideline for the conduct of the Auctions with the understanding that

the time lapses between the various steps be materially adhered to (e.g., the time between the

Paxt 2 application and the Auction not be unreasonably shortened). However, the specific dates

would be subject to adjustment to accommodate holiday schedules, the schedules of other

procurements in the region, and external events.

Event Date

EDC proposal filed Friday, June 29, 2018

Discovery request deadline Monday, July 23,2018

Discovery response deadline Monday, August 06, 2018

First FAQ is posted Tuesday, August 14, 2018

Release of Preliminary Draft of RSCP Pricing Spreadsheet Tuesday, August 21,2018

Deadline for Initial Comments on all proposals Wednesday, September 05, 2018

Announce Alternate Guaranty Process Available Tuesday, September 11,2018

Legislative-type Board Hearing September 2018

Public Hearings September 2018

Deadline for Final Comments Wednesday, October 03, 2018

Information Webcast for Potential Bidders Thursday, October 04, 2018

Illustrative Part 1 and Part 2 Application Forms are posted Thursday, October 04, 2018

Comment Process for Letters of Credit is posted Thursday, October 04, 2018

Deadline for Expression of Interest in Alternate Guaranty Process Tuesday, October 23, 2018

Deadline to propose modifications to the standard form of the Pre-
Auction and Post-Auction Letters of Credit by NOON Tuesday, October 23, 2018

Auction Manager provides individual responses to parties proposing
modifications to the Letters of Credit Thursday, November 01, 2018

All modifications to the standard form of the Letters of Credit that are
acceptable on an optional basis are posted Monday, November 05, 2018

Statewide minimum and maximum starting prices announced Wednesday, November 14, 2018

Load caps announced Wednesday, November 14, 2018

Tranche sizes announced Wednesday, November 14, 2018

Board decision on Auction proposat November 2018

EDC Compliance Filing November~ecember 2018

Expected Board Decision on Compliance Filing December 2018
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Event Date

Information Webcast for Potential Bidders Monday, December 3, 2018 (tentative)

Online Application Portal made available to Bidders Tuesday, December 4, 2018

Deadline to submit Part 1 Application due by NOON Tuesday, December 18, 2018

Part 1 Applications are reviewed December 18-21, 2018

Applicants are notified of Part i Application Results Friday, December 21, 2018

Deadline to submit Part 2 Application due by NOON Thursday, January 10, 2019

Part 2 Applications are reviewed January 10-17, 2019

Applicants are notified of Part 2 Application results Thursday, January 17, 2019

Mark-to-Market Information Release Tuesday, January 22, 2019

Tranche Fee is announced Tuesday, January 22, 2019

Transmission Rates announced Thursday, January 22, 2019

Information Webcast for Registered Bidders Tuesday, January 22, 2019 (tentative)

Auction Manager informs Registered Bidders of changes to
decrement formulas or ranges of total excess supply (if necessary) Wednesday, January 23, 2019

Final rate spreadsheets are posted Thursday, January 24, 2019

Final seasonal factors announced Thursday, January 24, 2019

Trial Auctions for Registered Bidders Thursday, January 24, 2019

Auction Manager informs Bidders registered in BGS-CIEP Auction Tuesday, January 29, 2019
of starting prices

Auction Manager informs Bidders registered in BGS-RSCP Auction Wednesday, January 30, 2019of starting prices

BGS-CIEP Auction Starts Friday, February 01, 2019

BGS-RSCP Auction Starts Monday, February 04, 2019

Within 2 business days of close of the
Board decision on Auction results BGS-RSCP Auction or BGS-CIEP

Auction, whichever comes later

Winning suppliers execute BGS Supplier Master Agreements Within 3 business days of Board decision

Documents provided to bidders by Auction Manager containingWithin 5 business days ofBoarddecisionconfidential information must be destroyed

BGS-RSC~ rates filed with Board No later than 30 days prior to becoming
effective

Power Flows Saturday, June 01, 2019
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BOARD APPROVAL AND EXECUTION OF BGS SUPPLIER
MASTER AGREEMENTS

The EDCs propose that the Board decide formally, within two business days of the day

on which the Iast Auction closes, whether or not to accept the Auction results. The Board, at its

discretion, has the option of rendering a decision on the results of one Auction and of rendering

a decision on the results of the other Auction at different points in time. For example, the Board

may render a decision on the first Auction that closes while the second Auction is still in progress.

Since the Auction Process would have been previously approved by the Board, accepted bids

resulting from the Auction would be deemed reasonable and prudent.

The EDCs recommend that each winning bidder be immediately notified by the Auction

Manager of the Board’s approval of the Auction results, and that each winning bidder and each

EDC be given a period of three business days from receipt of the notification to formally execute

the BGS-CIEP and BGS-RSCP Supplier Master Agreements. The obligations outlined in those

Agreements will be part of an irrevocable offer that will become a binding, contractual obligation

upon the award of the bid and contract execution will memorialize this commitment.

In other words, the purpose of the review and approval process recommended by the

EDCs is for the Board to take the necessary time at the start of the Auction Process to resolve

potentially contentious issues, to provide a mechanism for an expeditious decision from the

Board in response to the Auction results, and to provide assurance to potential bidders that, once

they are notified by the Board that their offer to serve one or more tranches has been accepted,

they will indeed be serving that BGS Load.
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VII. LIST OF CHANGES

Below is provided a listing of changes to the proposal for the provision of BGS for the

period begirming June 1, 2019 compared to the proposaI for the provision of BGS for the period

beginning June 1, 2018. The EDCs do not consider any of these changes to be material and are

providing this list for the convenience of the parties in this proceeding.

I. Overview of Changes to Proposal

The EDCs maintain alI material aspects of the prior year’s proposal with respect to the

product, standard contract, auction format, rate design, bidder interface, and competitive

safeguards. The EDCs propose minor changes as enhancements to the prior year’s process,

namely:

As reflected in the BGS-RSCP Auction Rules (Appendix B to this filing), the EDCs

propose to use stepwise functions for the decrement formulas.

As reflected in the tentative Auction timeline: (i) intermediate deadlines in the

alternative guaranty process would be included in a separate document rather than be

part of the Auction timeline; (ii) transmission rates would be announced at the time

of the final bidder information webcast; and (iii) inputs to the rate design methodology

woutd be updated one final time approximately ten days before the BGS-RSCP

Auction.

As reflected in each Company Specific Addendttm, each EDC has eliminated the

input in its rate design spreadsheet for the incremental RPM cost results from PJM’s

Incremental Auctions for Capacity Performance. This reflects the fact that the last

BGS Supplier Master Agreements to include supplier compensation for incremental

RPM costs have expired.

Additional Minor Changes to documents

The following

administrative in nature.

additional changesto the documents are minor and primarily
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BGS Supplier Master Agreements

¯ Dates are updated to the current year; and

¯ The docket nmnber is updated.

BGS Auction Rules

Dates are updated to the current year;

The tranche targets are updated with the most recent PJM data and the examples are

modified as needed to reflect the change in the tranche targets; and

Decrement formulas reflect the final decrement formulas from the prior year for the

BGS-CIEP Auction (the decrement formulas reflect the new proposal for the BGS-

RSCP Auction).

Company-Specific Addenda

¯ Dates are updated to the current year; and

¯ The docket number is updated.
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APPENDIX A

Provisional BGS-CIEP Auction Rules
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VIII.A. Introduction

VIII.A.1. Overview

The four New Jersey Electric Distribution Companies ("EDCs") are Atlantic City

Electric Company ("ACE"), Jersey Central Power & Light Company ("JCP&L"), Public

Service Electric and Gas Company ("PSE&G"), and Rockland Electric Company ("RECO").

The EDCs will procure full-requirements service for their Commercial and Industrial Energy

Pricing (BGS-CIEP) loads in a single, statewide Auction for a one-year term from June 1, 2019

to May 31, 2020. The Auction will determine a CIEP Price measured in $/MW-day. Each

EDC’s CIEP Load includes the load of all customers served at transmission voltage and other

large customers, as described in Table VIII-1. The BGS-CIEP Load for each EDC will be

divided into a number oftranches of equal size, each accounting for the same percentage of the

EDC’s BGS-CIEP Load.

BGS-CIEP is not a term-price service, but a service that is priced to the hourly market.

Suppliers will be bidding for the right to serve a portion of BGS-CIEP Load for one or more

EDCs. Customers on BGS-CIEP (BGS-CIEP customers) wilt pay, and winning suppliers will

receive, the PJM "Hourly Real-Time Spot Price" for the zone, which refers to PJM’s load-

weighted average Residual Metered Load aggregate ReaI-Time LocationaI Marginal Price, as

welI as the pre-specified ancillary services rate and transmission costs based on the PJM Open

Access Transmission Tariffs ("OATT") in effect on January I, 2019. Energy charges and

ancillary service charges to customers will be adjusted for losses on each EDC’s system as

appropriate. CIEP customers (i.e., all customers eligible for BGS-CIEP) will pay, and winning

suppliers will receive, the CIEP Standby Fee, which is a fee for the option available to each

CIEP customer of taking BGS on this tariff. The EDCs propose that this fee be set at

0.015C/kWh of the energy used by CIEP customers measured at the customer meter. The

Auction will determine for each EDC a CIEP Price ("price") measured in $/MW-day, that will

be reflected in the rates charged to customers on BGS-CIEP, and that wilI be paid to each

winning supplier on the basis of the share of the tranches for an EDC that each supplier has

won at the Auction. The capacity obligation is the unforced capacity requirement for the

aggregate group of BGS-CIEP customers determined in accordance with the EDC and PJM

practices on a daily basis.
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The EDCs will procure their BGS-CIEP Loads through a simultaneous descending

clock auction (’Mock auction"). The clock auction proceeds in a series of rounds. During the

bidding phase of each round, each bidder must indicate how many tranches of each EDC’s

BGS-CIEP Load the bidder wishes to serve given the prices announced by the Auction

Manager. The prices will be in dollars per megawatt-day. A bid is the number of tranches of

each EDC’s BGS-CIEP Load that a bidder war~ts to serve. After the bidding phase of a round,

the Auction Manager reduces the price for the tranches of an EDC by a decrement if the

number oftranehes bid by aIl bidders is greater than the number of tranches that are needed for

that EDC. The Auction Manager then announces new prices for each EDC before bidding in

the next round opens. The Auction continues and the prices tick down until, for each EDC, the

total number of tranches subscribed falls to the point where it equals the number of tranches

needed. When the Auction ends, the bidders holding tranches in the final round are the

winners. Following the end of the Auction, the Board of Public Utilities ("Board") will decide

whether to approve the Auction results and if it does, winners wilt become authorized BGS-

CIEP suppliers. All winners for an EDC’s tranches receive the same price, as explained in

section VIII.C. t 1.

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

Basic Generation Service, or BGS, is the electric supply for those retail customers who

are not served by a third party supplier. BGS Load is the toad associated with these customers,

and it is obtained by subtracting the load of third party suppliers from the retail load in an EDC

zone. For each EDC, BGS Load is divided into two portions, BGS Commercial and Industrial

Energy Pricing Load ("BGS-CIEP Load") and BGS Residential Small Commercial Pricing

Load ("BGS-RSCP Load"). An EDC’s BGS-CIEP Load is defined to include the sum of the

hourly load of all BGS-CIEP customers, times the EDC loss expansion factor associated with

each CIEP rate class. CIEP customers refer to aI1 customers that are eligible for BGS-CtEP,

whether or not they choose BGS-CIEP. That is, CIEP customers are retail customers who are

taking BGS-CIEP, or are retail customers served by a third party supplier who, were they to

take BGS, would be served under a CIEP (rather than an RSCP) tariff or rate. Table VIII-1

provides each EDC’s list of rate classes for which either all customers, or only customers with

a peak load contribution of 500 kW or greater, must currently take BGS on a CIEP tariff or
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rate. BGS-RSCPLoad is the load associated with customers who take BGS but do so on an

RSCP (rather than a CIEP) tariff or rate.

Table VIII-I. Customers Who Must Take BGS on a CIEP Tariff
CustomersEDC Rate Class Included Description Voltage Level

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

High Tension Service ("HTS-All General purposes at 26,400V to
Sub") subtransmission voltages 69,000V

PSE&G
Large Power and Lighting, All General purposes at primary2,400V to
Primary Service ("LPL-P") distribution voltages. 13,200V

Large Power and Lighting, 500 kW or General purposes at secondary208V to 480V
Secondary Service ("LPL-S") greater distribution voltages

General Service Primary All General purposes at primary2,400V to
("GP") distribution voltages 34,500YV

General Service TransmissionAll General purposes at 34,500AV
("GT") transmission voltages

High Tension Service

General purposes at secondary
distribution voltages

General purposes at secondary
distribution voltages

General purposes at high
voltages

General purposes at primary
distribution voltages

General purposes at secondary
distribution voltages

General purposes at primary
distribution voltages

General purposes at secondary
distribution voltages

JCP&L All 230,000V

General Service Secondary 500 kW or 120 - 480V
("GS") greater

General Service Secondary 500 kW or 120 - 480V
Time-of-Day ("GST") greater

Transmission General ServiceAll 23,000V or
("TGS’) higher

Armual General Service- 500 kW or 4,000 &
Primary ("AGS-Primary") greater 12,000V

Annual General Service - 500 kW or 120 - 480V
ACE Secondary ("AGS-Secondary")greater

Monthly General Service 500 kW or 4,000 &
Primary ("MGS - Primary") greater 12,000V

Monthly General Service 500 kW or I20 - 480V
Secondary ("MGS - greater
Secondary")

Service Classification No. 7 -All Primary service customers 2,400V or
Primary TOU Service and with demands exceeding 500higher
Separately Metered Space kW
Heating Service

Service Classification No. 2 -
General Service

R~CO

500 kW or General primary and
greater secondary service

All primary
and secondary
voltages
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For ptuposes of the Auction, the BGS-CIEP Load for an EDC is called aproduct in the

Auction: the BGS-CIEP Load for PSE&G is a product in the Auction, and the BGS-CIEP Load

for ACE is another product in the Auction, etc. Each product in the Auction is divided into

units called tranches, each representing the same percentage of that EDC’s BGS-CIEP toad.

The number of tranches that each EDC will procure in the Auction and the size of each tTanche

(i.e., the percentage of the BGS-CIEP Load that each tranche represents for an EDC) are

provided below in Table VIII-2 also provides a MW-measure for each of an EDC’s tranches.

The MW-measm~e of each tranche is determined on the basis of the obligation attributable to all

CIEP customers (those who receive BGS and those who do not) during 2018 (called the CIEP

Peak Load Share). The data in Table VIII-2 are provisional. Following the October 2018

update of this obligation by PJM, this table will be updated. The Auction Manager will provide

the update no later than 10 days before suppliers must first apply to participate in the Auction.

Table VIII-2. Provisional Number of Tranches and MW-Measures of Trancbes per EDC
CIEP Peak Load     Number of     Size of tranche    MW-measure

EDC Share (MW) tranches (%) (MW)

PSE&G 1,797.77 24 4.17% 74.91

JCP&L 805.89 11 9.09% 73.26

ACE 318.40 4 25.00% 79.60

RECO 56.00 1 100.00% 56.00

Total 2,978.06 40

The EDCs do not represent that each tranche will have the loads shown above or any

particular value. The actual BGS-CIEP Load will depend upon many factors including

customer migration to third party suppliers and weather conditions. Bidders are responsible for

evaluating the uncertainties associated with BGS-CIEP Load.

VIII.A.3.    Payment to BGS-CIEP Suppliers

Winners at the Auction are authorized to become BGS-CIEP suppliers by the Board. A

BGS-CIEP supplier provides full-requirements service for the percentage of the EDC’s BGS-

CIEP Load for a given supply period corresponding to the number of tranches won by the

BGS-CIEP supplier for that supply period. FuIl-requirements service means that the BGS-

CtEP supplier is responsible for fulfilling all the requirements of a PJM Load Serving Entity
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("LSE"), including capacity, energy, ancillary services and transmission, and any other service

as PJM may require. A winning suppIier may win one or more tranches for one or more EDCs.

Each BGS-CIEP supplier receives an EDC-specific network transmission rate applied to

the supplier’s share (the number of tranches won times the size of the tranche) of the BGS-

CIEP transmission obligation. This transmission rate wilI be based on the OATT rate in effect

on January 1, 2019 and will be announced prior to the Auction. To the extent that the

transmission rates change and that the Board approves a corresponding change to the BGS-

CIEP customers’ rates: (1) if such a change results in an increase in BGS-CIEP customers’

rates, then any additional revenues collected as a result of such an increase, once approved by

the FERC in a final order and no longer subject to a retired, would be to the benefit of BGS-

CIEP suppliers; or (2) if such a change results in a decrease in BGS-CIEP customers’ rates,

then any decrease in revenues would result in a reduction of payments to BGS-CIEP suppliers.

The parameters of what constitutes a change in transmission rates are specified in Section 15.9

of the BGS-CIEP Supplier Master Agreement. Each BGS-CIEP supplier receives an ancillary

service payment rate, pre-specified for each EDC, that includes PJM-administrative costs, and

that is applied to the supplier’s share of BGS-CIEP Load (energy).

Each BGS-CIEP supplier receives the "Hourly Real-Time Spot Price", which refers to

the PJM load-weighted average Residual Metered Load aggregate Real-Time Locational

Marginat Price for the zone, applied to the supplier’s share of BGS-CIEP Load (energy), and

the price determined in the Auction applied to the supplier’s share of the BGS-CIEP capacity

obligation.

With respect to the rates that will be paid by BGS-CIEP customers, the transmission

rate is based on either a demand charge or transmission obligation charge, depending on the

EDC. The energy rate is the Hourly Real-Time Spot Price, which will be adjusted each hour by

the relevant EDC loss expansion factor. The ancillary service rate will be a pre-determined

value based on the ancillary service payment rate to suppliers adjusted for losses. The price for

an EDC is the final Auction price for that EDC and witl be assessed as a specific capacity

obligation charge, demand charge, or energy charge. All of these charges are Ievied on actual

BGS-CIEP customers only. Details for each particular EDC are in the Company Specific

Addenda.
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Each BGS-CIEP supplier also receives the CIEP Standby Fee. All CIEP customers pay

this standby fee, whether the customers are currently ta2dng BGS or not. The EDCs propose

that this standby fee be set at 0.015C/kWh of the energy used by CIEP customers measured at

the customer meter. This option fee is the charge for providing the option to each CIEP

customer of taking BGS on this tariff.

Example 1. l
Suppose, for purposes of this example, that the tranche target for PSE&G is 25 tranches. A
BGS-CIEP supplier wins 5 of PSE&G’s 25 tranches. The BGS-CIEP supplier serves 20% of
the BGS-CIEP Load and would be paid as follows.
For capacity, assume an Auction clearing price of $135iMW-day and a BGS-CIEP capacity
obligation totaling 30,000 MW-days for the month. The BGS Supplier is paid 20% of
30,000 MW-days times $t35/2WIV-day, or $810,000.
For transmission, assume a BGS-CIEP transmission obligation totaling 36,000 MW-days for
the month and assume an OATI" of $50/MW-day. The BGS-CIEP supplier is paid 20% of
36,000 MW-days times $50/MW-day, or $360,000.
For ancillary services, assume an ancillary service payment rate of $6/MWh and monthly
energy of 500,000 MWh at the BGS-CIEP customer meter; assuming a loss expansion factor
of 1.046759 and adjusting for dist~bution and transmission losses as de-rated for PJM
marginal losses of 1.601%, monthly BGS-CIEP Load is 515,000 MWh. The BGS-CIEP
supplier is paid 20% of 515,000 MWh times $6~Wh, or $618,000.
For energy, assume 800 MWh of energy measured at the BGS-CIEP customer meter for
hour 1; assuming a loss expansion factor of 1.046759 and adjusting for distribution and
transmission losses as de-rated for PJM marginal losses of 1.601%, hourly BGS-CIEP Load
is approximately 824 MWh. Assume also an Hourly Real-Time Spot Price of $50/MWh.
The BGS-CIEP supplier is paid 20% of 824 MWh times $50/MWh, or $8,240. For the
remaining hours in the month an energy payment is determined in the same way but with the
actual hourly BGS-CIEP Load and the actual Hourly Real-Time Spot Price for the zone.
Assuming that energy used by alt CIEP customers was 1,000,000 MWh measured at the
customers’ meter (double the corresponding value in the example for BGS-CIEP customers),
the BGS-CIEP supplier would receive 20% of 1,000,000 MWh times 0.015C/kWh, or
$30,000 for the month for the CIEP Standby Fee. Note that for this payment, energy at the
customer meter is not increased for tosses.

All examples are for illustrative purposes. The prices, statewide load cap, and bids are ilIustrative only.
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VIII.A.4. Reliance on Product Definition, Payment Information, Rates, and Customer
Switching in These Rules

Information regarding the definition of a product in the Auction and information

regarding the payment bases given in t~ese Auction Rules are solely for the convenience of

bidders and are not to be relied Kpon by bidders. The BGS-CIEP Supplier Master Agreement

posted on the BGS Auction website is the document that provides the official definitions of

products in the Auction and payment terms. Information regarding rates paid by customers and

information on rules regarding the ability of customers to switch from or back to BGS-CIEP

given in these Auction Rules are solely for the convenience of bidders and are not to be relied

upon by bidders. Board Orders as well as the tariffs of each EDC are the documents that

provide official information in this regard.

VIH.B. Before the Auction

VIII.B.1. Information Provided to Bidders

The EDCs make data available to potential bidders in advance of qualification. The

data series are posted to the BGS Auction website, http://www.bas-auction.com/

bzs.dataroom.asv.

The EDCs provide historical data, consisting of hourly load and daily capacity and

transmission peak load allocations, for the following load categories: total retail, BGS, CIEP,

BGS-CtEP, RSCP, and BGS-RSCP. The data include associated zonal losses.

The EDCs provide generally three years of historical data. All data series at a given

point in time use the contemporaneous definition of CIEP customers. The BGS-CIEP data for

a given month includes customers who take BGS on a CIEP tariff in force in that month. The

CIEP data includes customers who take BGS on a CIEP tariff in force in that month as well as

CIEP customers (as defined for that month) who are served by a third party supplier. BGS-

RSCP and RSCP data are derived as residuals; for example, RSCP Load is equal to total retail

load less CIEP Load, and BGS-RSCP Load is equal to the BGS Load less BGS-CIEP Load.

The EDCs provide monthly customer switching data (number of customers and estimated load)

as currently provided to the Board. Hourly load data series, peak load allocations, and
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switching statistics are .updated monthly. Some historical data series older than three years

remain posted to the BGS Auction website strictly for the convenience of bidders.

To the extent practicable, the EDCs will also provide additionaI data to assist bidders.

The EDCs will provide one-time customer counts and historical aggregate energy usage for

several groupings of customers who in the past were eligible to take BGS on an RSCP tariffbut

who are or will be required to take BGS on a CIEP tariff. These groupings may include:

customers 500 to 749 kW, 750 to 999 kW, 1,000 to 1,249 kW, 1,250 to 1,499 kW, and 1,500

kW or greater. The EDCs may provide limited series of historical hourly load for specific

customer classes or customer groupings for which customers have interval meters. The EDCs

may provide load profiles for specific customer classes or customer groupings as well as

additional historical customer switching data.

No later than 10 days2 before interested parties first apply to participate in the Auction,

the Auction Manager will announce a statewide load cap, a statewide maximum starting price,

and a statewide minimum starting price. At the same time, the Auction Manager will

announce the size of the CIEP Peak Load Share for each EDC, the number of tranches

available to bid for each EDC in the Auction, and the MW-measure of each tranche for each

EDC based on the percentage of the CIEP Peak Load St~are that a tranche represents. The

statewide load cap is a maximum number of t-ranches of BGS-CIEP Load that any one bidder

can bid in the Auction and serve statewide. The statewide load cap limits the impact that any

one bidder may have on the Auction. (There are no EDC-specific load caps.) The minimum

and maximum starting prices establish the range of possible starting prices for the Auction:

each EDC will choose a starting level for its price for round 1 of the Auction that is between

the minimum and the maximum starting prices. The EDCs will agree on the statewide load

cap, and on the statewide minimum and maximum starting prices. Board Staff and the Board

Consultant will review these decisions.

VIILB.2.    Qualification Process

The application process is in two parts. All interested parties that have no impediments

to meeting the PJM LSE requirements can submit a Part 1 Application. There is no state

Unless otherwise specified, "days" refers to business days.
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licensing requirement. Interested parties wilt be asked to submit financial information so that

the EDCs can assess their creditworthiness. In addition, each interested party will be asked to

comply with other qualification criteria that will have been agreed upon by all EDCs, including

agreeing to comply with the BGS-CIEP Auction Rules and agreeing to the terms of the BGS-

CIEP Supplier Master Agreement. Each interested party will also be asked to agree that if the

interested party is successful in its Part 1 Application it will keep confidential the list of other

successful applicants and it will not assig~ its rights or substitute another entity in its place.

This is to ensure that the entity that agrees to the BGS-CIEP Auction Rules in the Part 1

AppIication is also the entity submitting bids in the BGS-CIEP Auction, and to ensure that the

entity that agrees to the terms of the BGS-CIEP Supplier Master Agreement is the entity that

will execute the BGS-CIEP Supplier Master Agreement should the interested party become an

Auction winner. In accordance with these Auction Rules, execution of the BGS-CIEP Supplier

Master Agreement must occur within three days of Board certification of the Auction results

and within that period the Auction winner will demonstrate compliance with the

creditworthiness requirements set forth in the BGS-CIEP Supplier Master Agreement. Such

creditworthiness requirements will take into consideration all BGS obligations held by the

Auction winner, including those from past BGS Auctions.

Applications must be submitted no later than noon3 on the Part 1 Application Date,

which will be no earlier than ten (10) days after the anaximum and minimum starting prices

have been announced. All interested parties wiI1 have at least ten (I0) business days to

complete the Part 1 Application. Interested parties will be notified as to whether they succeeded

in qualifying to participate in the Auction no later than three days after the Part 1 Application

Date. An interested party that has qualified becomes a qualified bidder. The Auction Manager

will send simultaneously to each qualified bidder a list of all qualified bidders, but the list of

qualified bidders will not be publicly disclosed. Interested parties, in their Part 1 Applications,

will have undertaken to maintain the confidentiality of the list of qualified bidders, and to

destroy documents with this information provided by the Auction Manager within five days of

the Board rendering a decision on the Auction results, as explained further in this docmnent in

section VtII.E.4 in the "Association and Confidential Information Rules".

3 Unless otherwise specified, aIl times are Eastern Time Zone times.
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Qualified bidders that wish to participate in the Auction must submit a Part 2

Application to the Auction Manager. Only qualified bidders may submit Part 2 Applications.

Part 2 AppIications must be submitted no later than noon on the Part 2 Application Date,

which will be no later than 10 days before the start of the Auction. In the Part 2 Application,

qualified bidders will make a number of certilications to ensure compliance with the

association and confidential information portion of these rules. These certifications, provided

in section VIII.E.4 below, ensure that each qualified bidder is bidding independently of other

qualified bidders and ensure the confidentiality of information regarding the Auction. Each

qualified bidder is atso asked to agree to keep confidential the list of other successful

applicants; to agree that the submission of any bid creates a binding and irrevocable offer to

provide service under the terms of the BGS-CIEP Supplier Master Agreement; and not to

assign its rights or substitute another entity in its place. On an exceptional basis, the Auction

Manager may consider requests for substitution of another entity for a qualified bidder when

the qualified bidder consolidates into, amalgamates into, or merges into another corporate

entity. Such a request may only be considered if it is received prior to the Part 2 Application

Date. This is to ensure that the entity that agrees to comply with the Association and

Confidential Information Rules is also the entity submitting bids in the BGS-CIEP Auction, and

to ensure that the entity that agrees that its bids create a binding and irrevocable offer to

provide service under the terms of the BGS-CIEP Supplier Master Agreement is also the entity

that will execute the BGS-CIEP Supplier Master Agreement should the qualified bidder

become an Auction winner. With their Part 2 Application, qualified bidders will also be

required to submit an indicative offer and to submit a financial guarantee in proportion to

their indicative offer.

A qualified bidder is associated with another qualified bidder if the two bidders have

ties that could allow them to act in concert or that could prevent them from competing actively

against each other in the Auction. The competitiveness of the Auction and the ability of the

Auction Process to deliver competitive prices may be harmed by the coordinated or eoltusive

behavior that associations facilitate. The Auction Manager, who may rely, among other

factors, on the number of independent competitors to set the Auction volume, would be using

inaccurate information unless associations are duly disclosed in the Part 2 Application. The

Auction volume is the number of tranches that the EDCs plan to purchase through the Auction.
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Associations may be considered in setting the Auction volume and may be used in the

application of the statewide load cap. See section VIII.E "Association and Confidential

Information Rules" later in this document for precise criteria.

Sanctions can be imposed on a bidder tbr failing to disclose information relevant to

determining associations, for coordinating with another bidder, or for failing to abide by any of

the certifications that the bidder will have made in its Part 1 and Part 2 Applications. Such

sanctions can include, but are not limited to, loss of all rights to serve any BGS-CIEP Load

won in the Auction by such bidder, forfeiture of financial guarantees and other fees posted or

paid, prosecution under applicable state and federal laws, debarment from participation in

future BGS Auctions, and other sanctions that the Board may consider appropriate. For any

failure to disclose information or any violation of the certifications, the Auction Manager will

make a recommendation to the Board on a possible sanction and the Board will make the final

determination.

An indicative offer specifies two numbers of tranches. The first number represents the

amount that the qualified bidder is willing to serve at the maximum starting price on a

statewide basis (i.e., for all EDCs combined). The second number represents the amount that

the qualified bidder is willing to supply at the minimum starting price on a statewide basis. At

each of the maximum and the minimum starting prices, the number oftranches indicated by the

qualified bidder cannot exceed the statewide load cap. At the maximum starting price, the

number oftranches indicated by a qualified bidder cannot be lower than two.

Indicative offers are important in two respects. First, the EDCs may use the indicative

offers to inform their decision in setting the round 1 prices. Second, the number of tranches

indicated by the qualified bidder at the maximum starting price determines the qualified

bidder’s initial eligibility. As explained in the bidding rules in section VIII.C.3, a bidder will

never be able to bid in the Auction on a number of tranches greater than the bidder’s initial

eligibiIity. Thus, the qualified bidder is encouraged to state the maximum possible number of

tranches that it would be willing to serve.

Each qualified bidder must post a financiaI guarantee, in the form of a letter of credit (or

bid bond), proportional to its initial eligibility. A financial guarantee of $375,000 per tranche is

required. Letters of credit (or bid bonds) must be in a form acceptable to the EDCs. Sample
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letters of credit and sample bid bonds that are acceptable to the EDCs will be posted to the

Auction website.

Example 2.

Suppose that the maximum starting price is $550/MW-day and the minimum starting price is
$425/MW-day. Suppose that the statewide load cap is 18 tranches. A qualified bidder submits
an indicative offer of 8 tranches at the maximum starting price and 4 tranches at the minimum
starting price. The qualified bidder is required to submit a financial guarantee for $3,000,000
(8 x $375,000) in the form of a letter of credit (or bid bond). The number of tranches of the
indicative offer at the maximum starting price is not lower than the minimum of 2 tranches and
does not exceed the maximum of the statewide load cap of 18 tranches. The number of
tranches of the indicative offer at the minimum starting price does not exceed the maximum of
the statewide load cap of 18 tranches.

For a Part 2 Application to be accepted, it must be complete, including its indicative

offer and financial gtmrantee. The financial guarantee must be provided in a form acceptable to

all EDCs and must be sufficient to cover the indicative offer at the maximum starting price. If

its Part 2 Application is accepted, a qualified bidder becomes a registered bidder. The Auction

Manager will send simultaneously to each registered bidder a list of all registered bidders and

the total initial eligibility in the Auction. Neither the list of registered bidders nor the total

initial eligibility in the Auction will be released publicly. Qualified bidders, in their Part 2

Applications, will have undertaken to maintain the confidentiality of the list of registered

bidders and the total initial eligibility in the Auction, and to destroy documents with this

information provided by the Auction Manager within five days of the Board rendering a

decision on the Auction results, as explained further in this document in section VIII.E.4.

Financial guarantees will remain in full force until the Board renders a decision on the

Auction results and the bidder has won no tranches; or until the Board renders a decision on the

Auction results and the bidder has won tranches, has signed the BGS-CIEP Supplier Master

Agreement, and has complied with all credit-worthiness requirements of that agreement. The

EDCs can collect the financial guarantees if bidders fail to comply with their obligations.

BGS-CIEP suppliers must meet PJM LSE requirements by the start of the supply

period.
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Starting Prices

Three days before the Auction starts, the Auction Manager informs all registered

bidders of each EDC’s starting price, which will be the price in round 1 of the Auction. Each

EDC’s starting price will be no higher than the statewide maximum starting price and no lower

than the statewide minimum starting price. Each EDC will set its own starting price in

consultation with the Auction Manager, Board Staff and the Board Consultant.

VIII.B.4.    Extraordinary Events

The EDCs, in consultation with the Auction Manager, Board Staff and the Board

Consultant, may determine that, due to extraordinary events, the statewide maximum starting

price and the statewide minimum starting price require revision. In this event, the schedule

may also be revised. If the indicative offers have already been received, the Auction Manager

would request that the registered bidders (or the qualified bidders if registration had not been

completed) revise their indicative offers on the basis of the revised statewide maximum starting

price and the revised statewide minimum starting price.

For such a revision to be necessary, an extraordinary event must occur between the time

at which the statewide maximum starting price and the statewide minimum starting price are

announced (no later than I0 days before the Part 1 Application is due) and the day on which the

Auction starts. The EDCs, in consultation with the Auction Manager, Board Staff and the

Board Consultant, will agree that an event constitutes an extraordinary event. Such events

could include, for instance, the advent of war.

If an extraordinary event occurs during that time, the EDCs will determine a revised

statewide maximum starting price, a revised statewide minimum starting price, a revised

minimum indicative offer, and may also determine a revised schedule. Board Staff and the

Board Consultant will review these decisions. New indicative offers will be required from

bidders. The determination of new maximum and minimum starting prices, the revision to the

minimmn nmnber of tranches in the indicative offer, the submission of new indicative offers,

and if necessary the armotmcement of new starting prices, will be carried out so as to afford

bidders sufficient time.
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VIII.C. Bidding Rules

We first present an overview of the Auction format.

bidding and other rules in detail.

Overview of Auction Format

We then proceed to explain the

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

explain this format’s features by simply "unpacking" this terminology.

The Auction is called simultaneous because tranches for all the EDCs are put on offer

through the same auction. The Auction proceeds in rounds. In a round, the Auction Manager

announces a price for each EDC. Bidders bid by providing the number oftranches that they are

willing to serve for each EDC at the prices announced by the Auction Manager. If the number

oftranches bid is greater than number of tranches needed for an EDC, the price for that EDC is

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

The Auction is called a descending clock auction because prices "tick down"

throughout the Auction, starting high and being reduced gradually until the supply bid is just

sufficient to meet the load to be procured. Prices that tick down in a round decrease by a

decrement; a decrement is a given percentage of the previous price. Bidders holding the final

bids when the Auction closes are the winners.

Example 3.
There are 11 bidders in the Auction. Suppose that the statewide load cap is 18 tranches.
Conside,r the following sample round.
ROUND t

EDC

PSE&G
JCP&L
ACE
RECO

Pr~e
($/MW-day)

475.00
475.00
475,00
475.00

#T ranches
bid
52
11
6
3

#Tranches
des~ed
24
11
4
1

Excess supply

28
0
2
2

ratio
0.700
0.000
0.050
0.200

The Auction Manager reduces the price for an EDC if the number of tranches bid is greater
than the number oftranches desired. The amount of the price reduction depends on the
oversupply ratio, which is the ratio of the excess supply on that EDC to an estimate of the
maximum possible excess supply on that EDC, taking into account the total excess supply in the
Auction. Roughly speaking, the larger the oversupply ratio for an EDC, the larger is the
portion of maximum excess supply that is actually on that EDC, and the larger is the price
decrease. A formula for the oversupply ratio is provided in section VIII.G.2.
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In round I, all bidde~ ~ombined stand ready to supply 52 tra_n~]aes of PSE&G at’a price of
$475.00iMW-day. The number of tranches bid (52) exceeds the number of t-ranches desired
(24) by 28 tranches. The price for PSE&G will tick down.

The actuaI excess supply on PSE&G is 28 tranehes. The maximum possible excess supply is
the total excess supply for all the EDCs in the Auction, or 32 (28 + 0 + 2 + 2). If all the excess
bids in the Auction had been bid on PSE&G, PSE&G would have 32 tranches of excess supply.
The estimate of the maximum excess supply used to calculate the oversupply ratio is the upper
bound of the range of total excess supply at the Auction reported to bidders, which is 40. Thus,
the oversupply ratio for PSE&G is 0.700 (28 / 40). Roughly speaking, 70% of the excess
supply in the Auction is bid on PSE&G.

The calculation for RECO is similar. In round 1, all bidders combined stand ready to supply 3
tranches of RECO at a price of $475.00iMW-day. The number oftranches bid (3) exceeds the
number of tranches desired (1) by 2 tranches. The price for RECO will tick down.

The actual excess supply on RECO is 2 tranches. For RECO, the maximum possible excess
supply is not the total excess supply for all the EDCs in the Auction (32, calculated above).
Indeed, with only 11 bidders in the Auction and one tranche of RECO desired, the maximum
possible number oftranches bid on RECO is I 1 (11 x 1). The maximum possible excess
supply on RECO is 10 (11 - 1). For RECO, the oversupply ratio is 0.200 (2 / 10).

The oversupply ratio is calculated in the same way for all other EDCs.

The Auction Manager will lower the price in round 2 for PSE&G, ACE, and RECO since for
these EDCs the number of tranches bid exceeds the nmnber of tranches needed. PSE&G,
which has the largest oversupply ratio, will have the largest decrement.

In rotmd 2 below, the price for PSE&G, which had the largest decrement frown round 1, fell the
most. Bidders submit new bids at these prices. The total excess supply range reported to
bidders is 21-30 (so that 30 is used as the measure of total excess suppty in calculating the
oversupply ratio).

ROUND 2

EDC

PSE&G
JCP&L
ACE
RECO

Price
(SlimY-day),,

451.25
475.00
460.75
460.75

# Tranches
bid
33
18
12
2

#Tranches
desired
24
11
4
1

Excess supply

9
7
8
1

Oversupply
ratio
0.300
0.233
0.267
0.100

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

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

aspects should be briefiy highlighted at the outset. These are as follows:
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Winners for each EDC are not determined until the bidding has closed for all EDCs.

When the number of tranches bid in a round for an EDC does not exceed the

nm~ber of tranches desired, the price for that EDC will not tick down for the next

ronnd. However, as the Auction progresses and the prices for the other EDCs tick

down, some bidders may re-assign tranches and increase the number of tranches bid

on that EDC, which may cause the price for the EDC to tick down again. Hence,

the winners cannot be determined for any one EDC until bidding stops for all EDCs.

There is no matching of suppliers to customers during the course of the Auction or

selection of winners by the Auction Manager. It is only at the end of the Auction

that suppliers reveal themselves to be winners by not withdrawing from the Auction.

If a bidder bid on an EDC in the preceding round and the price for the EDC’s

tranches did not tick down for the current round, the bidder cannot reduce the

number of tranches bid for that EDC in the current round, either through a

withdrawal or a switch (these terms are defined in sections VIII.C.4.b and

VItI.C.4.c). Any bid is a binding obligation to accept the BGS-CIEP supply

responsibility at the price at which the bid was made for a one-year term. The

bidder may be able to reduce the number of tranches bid on that EDC later in the

Auction. If other bidders increase their number of tranches bid on the EDC

(because its price has remained high relative to the prices for other EDCs) and cause

the price for that EDC to tick down, the bidder will once again be able to reduce the

number oftranches bid on that EDC.

Bidders can never increase the total number of tranches they bid during the Auction.

If a bidder does not bid a tranche in the first round, that tranche cannot be bid later

on. Once a tranche is withdrawn, it can never be bid again.

All bidders that win tranches for a particular EDC and are authorized as suppliers by

the Board receive the same price per MW-day as well as all other payments

specified in the BGS-CIEP Supplier Master Agreement.
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VIII.C.2.    Round Phases and Bidding Day

Each round of the Auction is divided into three phases: a bidMingphase, a calculating

phase, and a reporting phase.

In the bidding phase of the round, bidders place bids. To be valid, a bid must be

submitted and verified in the bidding phase and processed by the Auction software. Bidders

should allow time within the bidding phase of the round for submission, verification, and

confirmation of the bid by the Auction software. The time-stamp of a bid is the time at which

the bid is confirmed. A bidder that submits a bid in a round may change this bid as long as the

bidding phase of the round is still open. The last valid bid by the bidder in the round becomes a

firm offer to supply that cannot be rescinded.

In the calculating phase of the round, the Auction Manager tabulates the results of that

round’s bidding phase and calculates the prices for the next round. During this phase, bidders

cannot submit bids and bidders do not yet have access to the results from that round’s bidding

phase.

In the reporting phase of the round, the Auction Manager informs bidders that are still

in a position to win at the Auction of the results of that round’s bidding phase. All Auction

results are confidential as explained below in section VIII.E.3. Bidders are informed of the

going prices for the next round’s bidding phase and are provided with a range of total excess

supply left in the Auction. The going prices in a round are the prices at which the Auction

Manager solicits bids in the bidding phase of that round. (Total excess supply is defined more

precisely in section VIII.C.5 and information provided concerning total excess supply is

specified in more detail in section VIII.C.7 below.) A bidder receives no information regarding

another bidder’s bid. Each bidder privately receives the results of its own bid from that round,

indicating to each bidder its obligation at this point in the Auction.

A typical schedule for a bidding day will have a number of rounds in a morning session,

a lunch break, and then a similar number of rounds scheduled in an afternoon session. The

rotmd times will speed up over the course of the Auction as bidders become more familiar with

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

VIII.C.3.a. Definition of a Bid

prices.

A bidder selects how many tranches it wants to serve for each EDC at the round 1

In round 1, a bid then consists of four numbers:

a number oftranches that the bidder wants to supply for PSE&G at the PSE&G round 1
price;
a number of tranches that the bidder wants to supply for JCP&L at the JCP&L round 1
price;
a number oftranches that the bidder wants to supply for ACE at the ACE round 1 price;
and
a number of tranches that the bidder wants to supply for RECO at the RECO round 1
price.

The EDCs are always ranked in decreasing order of the tranche targets; a tranche target is the

number of trenches needed for a given EDC.

The number oftranehes that a bidder chooses for one EDC may or may not be the same

as the number oftranches that the bidder chooses for another EDC. A number oftranches is an

integer (0,1,2,...). A number of 0 (zero) for one EDC means that at the round 1 price for the

EDC the bidder does not want to supply any of the BGS-CIEP Load for that EDC.

Example 9", .........

Suppose that the round 1 prices are:

EDC PSE&G      JCP&L      ACE ........t~_ECO
Price ($/MW-day) 460.00 475.00 440.00 445.00

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

EDC PSE& G JCP &L ACE RE CO
Price ($/MW-day)         460.00 475.00 440.00 445.00
Bid (tranches) 5 0 3 1

VlII.C.3.b. Bidding Phase

The Auction Manager informs bidders of the starting prices for each EDC three days

prior to the Auction; these starting prices are the prices in force, or the going prices, for round I
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of the Auction. The going prices in a ronnd are the prices at which the Auction Manager

solicits bids in the bidding phase of that round.

Any bid submitted in round 1 must satisfy the condition that the total number of

tranches bid by a bidder cannot exceed the bidder’s initial eligibility. As explained in section

VIII.B.2, the bidder’s initial eligibility is equal to the number of tranches in the bidder’s

indicative offer at the maximum starting price. As the bidder’s indicative offer cannot exceed

the statewide load cap, the bidder’s bid automatically satisfies the statewide load cap.

Example 5.

Suppose that the statewide load cap is 18 tranches. Bidder A submits an indicative offer of I0
tranches at the maximum starting price. Bidder A’s initial eligibility is 10 tranehes.

Bidder A’s bid in ronnd t is (5, 0, 3, 1).
,, Bidder A is bidding on 9 tranches, which does not exceed Bidder A’s initial eligibility

of 10 tranches.
¯ Bidder A is bidding on a number oftranches that does not exceed the statewide load cap

of 18 tranches.

As explained further in section VIII.C.9, the bidding phase in round 1 is automatically

extended for the convenience of bidders. If a bidder requests an extension in round 1, it will

run concurrently with the automatic extension.

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

The calculating phase of round 1 immediately follows the extended bidding phase. In

the ordinary course of events, the Auction Manager reviews the results and sets the prices that

will be in force in round 2 of the Auction. Round 1 moves to the reporting phase and the

Auction Manager reports to bidders the results of bidding in round 1 as well as the round 2

prices. The price for an EDC is the same as the round I price when the number of tranches bid

in round 1 is insufficient to fill the tranche target for the EDC, or when the number oftranches

bid for the EDC is just equal to the tranche target for the EDC. The price for an EDC ticks

down when the number of tranches bid on that EDC exceeds its tranche target. Details on the

amount by which the price in each round is reduced are given in section VIII.G.2. The Auction

Manager also provides to bidders an indication of the total excess supply in the Auction in
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round 1, as explained in section VIII.C.7. A bidder is not provided any information regarding

any other individual bidder’s bids.

The Auction Manager may call a pause in the Auction during the calculating phase of

round 1. This pause is called a time-out (see section VIII.C.9 for additional details on time-

outs). The Auction Manager will call this time-out if the Auction Manager needs to consider

whether to cut back the Auction volume to ensure the competitiveness of the Auction. It is not

expected that the Auction Manager would revise the statewide load cap, but the Auction

Manager retains the discretion to make such a revision based on the revised Auction voltune,

and will do so when the reduced Auction volmne falls below the statewide load cap. As soon

as practicable dm’ing the time-out, the Auction Manager will either announce that the Auction

volume will not change, or will announce the revised Auction volmne, the revised tranche

target for each EDC, and the revised statewide load cap if applicable.

As soon as practicable during the time-out, the Auction Manager wilt start the reporting

phase of round 1. The Auction Manager will report to the bidders the prices in force for round

2 as well as an indication of the total excess supply in the Auction in round 1. (Total excess

supply is defined in section VIII.C.5.) The manner in which the tranche targets for the EDCs

will be changed on the basis of the revised Auction volume will be announced no later than 10

days before the Part 2 Application is due. If the statewide load cap is reduced because it

exceeds the reduced Auction volume, the Auction Manager reports to a bidder whose eligibility

is greater than the reduced statewide load cap that the bidder’s bid has been adjusted to

conform to the reduced statewide load cap. The bidder withdraws any excess eligibility in

round2.

If the Auction volume is cut back, each EDC will implement a Contingency Plan for its

t-ranches that have been removed from the Auction. Under their Contingency Plans,the EDCs

will purchase necessary services to serve BGS-CIEP Load, including installed capacity, energy,

transmission, and ancillary services through PJM-administered markets. Pursuant to these

Contingency Plans, which are described in more detail in the Company Specific Addenda, the

EDCs will not negotiate contracts with suppliers for BGS-CIEP Load after the Auction.

The Auction Manager will use a confidential set of guidelines approved by the Board to

decide whether to cut back the Auction volume and to determine the magnitude of any
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necessary cutback. If the Auction volmne is cut back, it will be cut back to the number of

tranches bid in round 1 divided by a parameter called the target eligibility ratio (a desired ratio

oftranches bid to the Auction volume). The precise value of this parameter depends on various

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

In the bidding phase of round 1, the Auction volume is 40 tranches (this is the sum of the
tranche targets for all EDCs in the Auction: 24 + I 1 + 4 + 1 = 40). Suppose that a total of 54
tranches are bid. Further, suppose that given the number of bidders and the characteristics of
the bids, the Auction Manager sets the target eligibility ratio at 1.5.

The actual eligibility ratio is approximately 1.35 (54 / 40). The Auction Manager reduces the
Auction volume to attain the target eligibility ratio of 1.5 by cutting back the volume by 4
tranches to 36 tranches (54 / 1.5 = 36).

After the volume cutback, there will be 1.5 tranches bid for every tranche to be purchased
through the Auction (.5.4 / 36 = 1.5). ..........

The Auction Manager may further cut back the Auction volume on the basis of the bids

as the Auction progresses, in accordance with the confidential guideIines approved by the

Board. If such a revision is necessary to ensure a competitive bidding environment, the

Auction Manager will call a time-out during the calculating phase of a round. As soon as

practicable during the time-out, the Auction Manager wilI advise the bidders of the revised

Auction voltmae, the revised tranche target for each EDC, and the revised statewide load cap (if

applicable).

No later than three days before the start of the Auction, the Auction Manager may

release ft~her information regarding the possible values of the target eligibility ratio and the

circumstances under which a second volume cutback may be undertaken.

VIH.C.4. Bidding in Round 2

VIILC.4.a. Bid and Eligibility

A bidder selects how many tranches to serve from each EDC at the round 2 prices.

As stated in the introduction to the Auction format in section VIII.C. 1, a bidder cannot

increase its total number of trenches bid at the round 2 prices from its total number of tranches

bid in round 1. This is more generally expressed by saying that the bidder cannot exceed its
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eligibility. A bidder’s eIigibility in round 2 is the bidder’s total nunaber of tranches bid4 in

rotmd 1.

A bidder can always select the same number of tranches for eadh EDC in round 2 as in

round 1. A bidder that wishes to change the ntunber of tranches bid on a given EDC can reduce

the number of tranches bid as long as the price for that EDC has ticked down. Such reductions

in the number of tranches bid on an EDC for which the price has ticked down can be in the

form of a withdrawal or a switch. A bidder reduces the number of tranches bid on an EDC

through a withdrawal when the bidder is reducing the number of tranches bid on an EDC, not

increasing the number of tranches bid on other EDCs, and thus reducing the number of tranches

bid in total. A bidder reduces the number oftranches bid on an EDC through a switch when the

bidder is re-assigning the total manber of tranches bid so that the number of tranches bid on

one or several EDCs is reduced, but the number of tranches bid on other EDCs is increased by

the same amount. If a bidder re-assigns tranches, the total number of tranches that the bidder

bids on at least one EDC will increase, but the total number of tranches bid on all EDCs cannot

increase. This is explained in more detail below in sections VIII.C.4.b and VIII.C.4.c.

In addition to specifying the number of t~anches that a bidder is prepared to serve for

each EDC, fully specifying a bid in round 2 may require the bidder to provide switching

priorities or exit prices (defined below). A bidder is required to provide switching priorities

when increasing the total number oftranches bid on two or more EDCs, as explained in section

VIII.C.4.c. A bidder is required to provide exit prices if a bidder is reducing the number of

tranches bid on an EDC through a withdrawal, as explained in section VIII.C.4.b.

In reporting to the bidder the result of its bid in the reporting phase, the Auction

Manager will always report that it accepts a bid that is unchanged. The Auction Manager may

disallow reductions that a bidder wants to make from an EDC. The Auction Manager retains

withdrawn tranches if, by accepting all reductions from withdrawals and switches, the tranche

target for that EDC would no longer be filled. The Auction Manager denies reductions from

switches if, after retaining all withdrawn tranches from that EDC, accepting all reductions from

Given that the bidder’s round 1 bid satisfied the statewide load cap, and given that the bidder cannot increase its
total number oftranches bid, the bidder’s bid will satisfy the statewide load cap in all subsequent rounds.
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switches would prevent the tranche target for that EDC from being filled. To fill the tranche

target of an EDC, the Auction Manager first takes tranches that are bid at the round 2 price,

then retains tranches that bidders want to withdraw, and finally denies reductions from switches

that bidders have requested, as necessary. As explained in more detail below, the Auction

Manager retains trenches that a bidder has withdrawn at the exit price named by the bidder and

keeps switches that must be denied at the last price at which the bidder freely bid these

tranches.

VIILC.4.b. Reductions through Withdrawals

A bidder can withdraw tranches from an EDC only if the price for that EDC has

decreased from round 1 to round 2. If, instead, the price for an EDC has not changed from

round I to round 2, then the bidder’s offer in round 1 at that price is still standing, and the

bidder cannot bid on fewer tranches for that EDC at the (unchanged) going price. As explained

below, a bidder can always bid more tranches for an EDC whose price has not changed from

round 1 by reducing the number of tranches from other EDCs whose prices have ticked down

and switching them to the EDC whose price has not ticked down.

A bidder that withdraws one or more tranehes from an EDC must name an exit price for

those tranches. A bidder names an exit price when it bids one or more tranches at the previous

going price but is unwilling to bid these tranches at the current going price. A bidder that

withdraws several trenches previously bid at the round 1 price for a given EDC must specify

the same exit price for all tranehes fromthat EDC. An exit price must be less than or equal to

the last price at which the tranches were freely bid (in round 2, this is the price in round 1) and

must be higher than the EDC’s going price (in round 2, this is the round 2 price, a price at

which the bidder is no longer willing to bid the tranches being withdrawn). A bidder that

withdraws tranches from more than one EDC can specify a different exit price for each EDC.

An exit price enables the Auction Manager to determine which bidder would have

remained ready to serve an EDC had the price ticked down continuously rather than in lumpy,

discrete decrements. The Auction Manager relies on exit prices when tranches are withdrawn

from an EDC and when the number of tranches bid on that EDC at the round 2 price falls short

of that EDC’s tranche target due to reductions from withdrawals and possibly also due to
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reductions from switches. The tranches with lower exit prices are retained first, and they are

retained at the exit price that the bidder has named.

If, to fill the last tranches of the tranche target of an EDC, the Auction Manager must

retain some but not all the tranches from two or more bidders that named the same exit price,

then the Auction Manager, for each trartche to be retained, will choose at random the bidder

whose tranche is retained. Thus, for the first tranche needed at the tied exit price, the

probability that a particular bidder is chosen is the number of tranches that the bidder has bid at

the exit plSce divided by the total number of tranches bid at the exit price. If a second tranche

is needed at the exit price, the Auction Manager again will choose at random a bidder whose

tranche witl be retained. The probability that any one bidder is chosen is the number of

tranches that the bidder has bid at the exit price and that have not yet been retained divided by

the total number of tranches bid at the exit price and that have not yet been retained. The

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

A bidder that withdraws tranches from an EDC loses the eligibility associated with

these tranches, and forfeits the right to bid these tranches for the remainder of the Auction on

any EDC. Eligibility is lost even if the withdrawn t-ranches are retained. Eligibility is always

lost as a result of withdrawing tranches.

Example 7.
Suppose that the round 1 prices and the round 1 bid for Bidder A are:

EDC PSE&G JCP&L
Round 1 Pri’~’~""i$iMW-day) 460.00 475.00
Bid (tranches) 5 0

ACE RECO
440.00 445.00

4 1

The round 2 prices are:

EDC PSE& G JCP&L ACE RECO

460.00 460.75 426.80Round 2 Price ($/MW-day) 445.00

Bidder A cannot bid fewer tranches for PSE&G or RECO in round 2 because the prices for
these EDCs have not changed from round 1.
Bidder A reduces the number of tranches bid for ACE from 4 to 2. The bidder enters an exit
price of $434.25iMW-day, which is between $426.80/MW-day and $440.00/MW-day. (The
exit price couId have been equal to $440.00iMW-day, but not equal to $426.80/MW-day.)
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VIH.C.4.c. Reductions through Switches

When a bidder is switching and not withdrawing, a bidder is simuitaneously decreasing

the number of tranches bid for one or more EDCs and increasing the number of tranches for

one or more EDCs while leaving the total number of tranches bid the same. As in the case

when the bidder is reducing the number of tranches bid on an EDC because the bidder is

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

switching only if the price for that EDC has decreased in round 2. Again, if instead the price

for an EDC has not ticked down, then the bidder cannot bid fewer tranches on that EDC (i.e.,

the bidder cannot withdraw tranches or switch tranches from that EDC).

Example 8.

Suppose that the following are the round 1 and round 2 prices and the bids for Bidder A.

EDC PSE& G JCP&L ~ CE RECO
Round ~’ Price ($/MW-day) 4~0.00 475.00 440.00 445.00
Bid Round 1 (tranches) 5 0 4 1
Round 2 Price ($RvlW-day) 460.00 460.75 426.8’0 445.00
Bid Round 2 (tranqhgs) 9 .. 0 0 .... 1

In round 2, Bidder A is increasing by 4 the number of tranehes bid on PSE&G. Also, Bidder A
is reducing by 4 the number of tranches bid on ACE. Since the total number oft’ranches bid is
the same (10), the bidder is switching. Bidder A can reduce the number oftranches bid on
ACE since its price has decreased in round 2. Bidder A can bid for more tranches for PSE&G.
If the price for an EDC does not change, a bidder cannot bid fewer tranches but can bid more
tranches for that EDC.

When (and only when) a bidder is increasing the nunaber of tranches bid at the going

price on more than one EDC, the bidder must specify a switching priority. A switching priority

is a rank assigned to each of the EDCs on which the bidder is increasing the number of tranches

bid. The Auction Manager will use this switching priority only when accepting some, but not

all, reductions involved in a switch that the bidder has requested. The Auction Manager will

use this switching priority only when, to keep an EDC"s tranche target filled, the Auction

Manager must retain all tranches that were withdrawn out of that EDC and must deny some,

but not all, reductions from that EDC that come from a bidder’s switch. The Auction Manager

first increases the number of tranches bid of the EDC to which the bidder has- assigned the

highest priority (1 is the highest priority). The switches that the Auction Manager denies to fill
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the tranche target of an EDC are retained at the price at which they were last freely bid (in

round 2, this is the round 1 price).

If a bidder intended to reduce the number of tranches bid on an EDC through a switch,

some or ai1 of these reductions may be denied. The Auction Manager will deny reductions

from switches if the number of tranches bid at the going price, and the number of txanches that

can be retained from withdrawals, are not together sufficient to fitl the tranche target of an

EDC. If the Auction Manager must deny one or several reductions from switches from two or

more bidders, the Auction Manager chooses at random the bidder whose switch will be denied.

For each tranche of the target that must be filled by denying a reduction from a switch,

the Auction Manager chooses at random the bidder whose switch is denied. Thus, for the first

switch that must be denied, the probability that the Auction Manager chooses a tranche bid by a

particular bidder requesting a switch is the number of tranches by which the bidder’s bid on the

EDC is reduced by the switch and that could be denied, divided by the total number of tranches

by which the ntmaber of tranches bid on the EDC is reduced by switches from all bidders and

that could be denied. If a second switch must be denied, the Auction Manager again chooses at

random the bidder whose switch will be denied. The probability that the Auction Manager

chooses a tranche bid by a bidder requesting a switch is the number of tranches by which the

bidder’s bid on the EDC is reduced by the switch and that could have, but have not yet been

denied, divided by the total number of tranches by which the number of tranches bid on the

EDC is reduced by all switches from bidders and that could have, but have not yet been denied.

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

Auction Manager continues to report that some or alI of these switches are being denied in

subsequent rounds as long as they are still needed to fill the EDC’s tranche target.
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Example 9.
Bidder B submits the following bid in round 2 after this history in. round 1:
EDC
Rotmd 1 Price ($~W-day)
Round 1 Bid (tranches)
Round 2 Price ($/MW-day)
Ro..m~d 2 Bid (tr.anches) ..............

460.00

460.00
6

JCP&L
475.00

7
460.75

1

ACE
440.00

2
~26.80

4

RECO
445.00

1
445.00

1

In round 2, Bidder B is increasing the number oftranches bid on ACE and PSE&G while
reducing the number of~Jaches bid on JCP&L. Since the total number oftranehes bid is the
same (12) in both rounds, the bidder is switching. Bidder B gives the switching priority to the
increase on PSE&G.

If the Auction Manager will allow 2 of Bidder B’s reductions from JCP&L but needs to deny
the other 4, then the bidder will be allowed to increase its number of tranehes bid for PSE&G
by those 2 tranches because of the switching priority. The other 2 tranches by which Bidder B
increased its number of tranches bid for PSE&G, and the 2 tranches by which Bidder B
increased its number of tranches bid for ACE, will not be allowed. The 4 denied switches wilt
remain ICP&L tranches with a price of $475.00/MW-day, which is the last price at which they
were freely bid.
EDC ’ PSE&G ’JCP&L
Round 2 Price ($/MWh) 460.00 460.75
Round 2 Accepted Bid (tranches) 4 1 @ 460.75

......... 4@475.00

ACE
426.80

2

RECO
445.00

1

VIII.C.4.d. Withdrawing and Switching Tranches Simultaneously

If a bidder is both switching and withdrawing, a bidder can reduce tranches from a

particular EDC only if the price for that EDC has decreased in round 2. Additionally, if the

bidder is switching and withdrawing, the bidder may be asked to specify which tranches are

being withdrawn and which tranches are being switched. The bidder would be asked for this

additional information, for instance, when the bidder is switching and withdrawing, and the

bidder is reducing the number oftranches bid for more than one EDC. The tranche or tranches

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

exit price.
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Example 10.

Bidder C submits the following bid in round 2 after this history in rotmd 1:
JCP &L ACE

Round 1 Price ($)MW-day)
Round 1 Bid (tranches)
Round 2 Price ($iMW-day)
.Round 2 Bid (tranches)

460.00
2

460.00
4

475.00 440.00
5 2

460.75 426.80
2 3

RECO
445.00

1
440.55

0

Bidder C bids a total of 10 tranches in round 1 and 9 tranches in round 2. Bidder C is
withdrawing 1 tranche and will name an exit price for that tranche.
Since Bidder C reduces the number oftranches bid for both JCP&L and RECO, Bidder C’s
intentions are not clear unless the Auction Manager asks Bidder C for additional information.
Indeed, it could be that Bidder C is withdrawing 1 tranche from JCP&L and switching the
remaining tranehes. Or it could be that Bidder C is withdrawing I tranche from RECO and
switching the remaining tranches.
Bidder C is asked to seIect whether it is withdrawing a tranche from JCP&L or RECO. Bidder
C selects that it is withdrawing a tranche from RECO and is asked to name an exit price for this
tranche. Since Bidder C is increasing the number oftranches bid for more than one EDC
(PSE&G and ACE), Bidder C is also asked for switching priorities. Bidder C assigns the first
priority to ACE.

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

The calculating phase starts immediately after the bidding phase. Once the Auction

Manager has tabulated and reviewed the results, the reporting phase begins. The Auction

Manager informs all bidders of the round 3 price for each EDC. The Auction Manager

provides to all bidders a range for the total excess supply in the Auction for round 2. The total

excess supply in the Auction is the sum, over all EDCs for which the number of tranches bid

exceeds the tranche target, of the excess supplies for the individual EDCs, plus free eligibility,

which is defined below in section VIII.C.6. The range of total excess supply reported to

bidders wilt change as the Auction progresses. When total excess supply is high, this range

will count as few as 5 integers; as total excess supply decreases, the range will become wider

and count 10 or more integers. The exact ranges of total excess supply provided as the Auction

progresses are specified in detail in section VIII.C.7.

In addition to what the Auction Manager tells all bidders about the general progress of

the Auction, the Auction Manager reports privately to each bidder the outcome of its own bid.

(The Auction Manager never reports the bid of one bidder to another bidder.)
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If the round 2 bid is unchanged ~om round 1, or if requested reductions (from switches

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

If the bidder intended to reduce the number of tranches bid on an EDC by withdrawing

tranches and some or all of these tranches are retained, the Auction Manager informs the bidder

of the number of withdrawn tranches that are being retained and the price at which these

tranches are retained. This can occur only if the EDC’s number of tranches bid in round 1

exceeded its tranche target while the number of tranches bid at the round 2 price is not

sufficient to fill its tranche target. The price at which the withdrawn tranches are retained is the

exit price. The Auction Manager will continue to report that some or all of these tranches are

being retained in subsequent rounds as long as they are needed to fiI1 the EDC’s tranche target.

If a bidder intended to reduce the number of tranches bid on an EDC through a switch,

but if some or all of these reductions are denied, the Auction Manager informs the bidder of the

ntanber oftranches for which the switch is denied. The price at which a switch is denied is the

last price at which the tranche was freely bid. In round 2, this price is the round 1 price. A

switch can be denied only if, for the EDC from which the number of tranches bid is reduced,

the number of tranches bid in round 1 exceeded its tranche target, and the number of tranches

bid at the round 2 price plus the retention of all the withdrawals from the EDC are not sufficient

to fill the tranche target.

Tranche Target
Round 1 Price ($/MW-day)
Bidder A Bid (tranches)
Bidder B Bid (tranches)
Bidder C Bj,d,, (tranches)
Round 2 Price ($/MW-day)
Bidder A Bid (tranches)
Bidder B Bid (tranches)

Example 11.           . .....
Bidders A, B, and C are the only bidders bidding for tranches of JCP&L, for which the tranche
target is 11. None of these bidders are bidding on RECO. Their bids in rounds 1 and 2 are:

AcE
24 11 4

460.00 475.00 440.00
0 4 0
0 4 0
0 4 0

460.00 460.75 440.00
0 3 1
1 2 1

Bidder C Bid (tranches) .... 0              . 4               0
Bidder A switches, increasing the number of tranches bid for ACE to 1 and reducing the
number oftranches bid on JCP&L. Bidder B is also switching. Bidder C’s bid is unchanged
from round I to round 2. In total, three fewer tranches are bid on JCP&L. The nunaber of
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trenches bid on PSE&G and ACE are both increased. Bidder B gi4e~ XCE fl~£ ~witching
priority.
No other bidders bid on tranches for JCP&L in round 1 or in round 2. In round 1, JCP&L’s
tranche target is more than filled with 12 tranches bid at the round 1 price. In round 2, the 9
tranches bid at the romad 2 price are insufficient to fill the tranche target. The Auction Manager
must deny 2 of the intended switches.
Two of the three reductions from JCP&L must be denied. For the first tranche that must be
fiiled by denying a switch, the probability that each bidder is chosen is 1/3 for Bidder A and 2/3
for Bidder B. Bidder B is chosen at random. The Auction Manager repeats the procedure for
the second tranche that must be filled by denying a switch. The probability that each bidder is
chosen is I/2 for Bidder A and 1/2 for Bidder B. Bidder A is chosen at random. This means
that the Auction Manager denies Bidder A its intended switch and that Bidder B is allowed to
switch 1 of the 2 tranches requested. Bidder B gave ACE the switching priority. Adding the 2
denied switches to the 9 tranches bid at the round 2 price fills JCP&L’s tranche target.

EDC PSE&G
Round 1 Price ($/MW-day) 460.00
Rotmd 2 Price ($/MW-da),) ..............~60,00 ..........................

Report to Bidder A 0

Report to Bidder B 0

JCP&L
475.00
460.75

3 @ $460.75iMW-day
1 denied switch @
$475.00iMW-day

2 @ $460.75/MW-day
1 denied switch @

ACE
440.00
440.00

$475.00iMW-day .
Report to Bidder C 0 4 $460.75iMW-day 0

The Auction Manager reports to Bidder A that its switch was denied. The Auction Manager
also reports to Bidder A that it has 3 JCP&L tranches bid at the round 2 price of $460.75/MW-
day and 1 denied switch, a JCP&L tranche at the round 1 price of $475.00iMW-day. The
Auction Manager reports to Bidder B that Bidder B has 2 tranches of JCP&L bid at the round 2
price of $460.75/MW-day and 1 denied switch, a JCP&L tranche bid at the round 1 price of
$475.00~W-day. The Auction Manager also reports to Bidder B that Bidder B has 1 ACE
tranche bid at $440.00/MW-day (because of the switching priority). The Auction Manager
reports to Bidder C that Bidder C has 4 tranches of JCP&L bid at the round 2 price.

1 @ $440.00/MW-
day

VIII.C.6.    Round 3 and All Subsequent Rounds

Rotmds start with a bidding phase. When an EDC’s price in a round has ticked down

from the previous round, a bidder is free to maintain its number of tranches bid on the EDC or

reduce its number of tranches bid on the EDC. Also, the bidder can increase its number of

t-ranches bid on an EDC if the bidder has tranches bid on another EDC for which the price has

ticked down. When an EDC’s price has not ticked down from the previous round, a bidder

must maintain its number of tranches bid on the EDC, or the bidder can increase its number of
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tranches bid on the EDC (subject to the condition, just noted). To fully specify a bid, in certain

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

explained in sections VIILC.4.b and VIII.C.4.c.

At atl times, the total number of tranches bid by a bidder cannot exceed the bidder’s

eligibility. The bidder’s eligibility for a round is its eligibility at the start of the previous round

minus the number of tranches that the bidder withdrew from the Auction in the bidding phase

of the previous round. The total number oftranches bid by a bidder includes tranches bid at the

going prices and denied switches that are kept at the iast price at which they were freely bid.

In the reporting phase that follows the bidding phase and the calculating phase, the

Auction Manager reports to all bidders a range for the total excess supply left in the Auction, as

described in section VIII.C.7. The Auction Manager reports privately to a bidder on its bid.

The Auction Manager reports any withdrawn tranches that are retained and any switches that

are denied along with their associated prices, as described above in sections VIII.C.4.b and

VIII.C.4.c. If a switch that had been denied in a previous round is freed to be bid once again,

then the Auction Manager will report the number of tranches that are being freed.

To fill the tranche target for an EDC, the Auction Manager takes bids in increasing

order of price. The Auction Manager first takes tranches bid at the current round price, then the

Auction Manager retains withdrawn ta’anches, and finally the Auction Manager denies switches.

Thus, when new tranehes are bid at the current round price for an EDC from which switches

had been denied, the new tranches replace the denied switches @artially or completely) in

tilting the EDC’s tranche target, and therefore free up some or all of these denied switches. A

denied switch that is being replaced by a new tranche at the going price is then said to be

outbid. If switches from more than one bidder are retained, and if not all denied switches are

outbid, the Auction Manager chooses at random, for each denied switch that will be outbid, the

bidder whose switch will be outbid. Thus, for the ftrst denied switch that is outbid, the

probability that the Auction Manager chooses a particular bidder’s denied switch is the bidder’s

number of denied switches divided by the totaI number of denied switches for that EDC. If a

second denied switch must be outbid, the Auction Manager again will choose at random the

bidder whose denied switch will be outbid. The probability that the Auction Manager chooses

a bidder’s denied switch is the bidder’s number of denied switches that have not yet been
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outbid divided by the total number of denied switches that have not yet been outbid. The

Auction Manager repeats this procedure until the required number of denied switches has been

outbid.

Once some denied switches are outbid for a bidder, the Auction Manager reports this

fact to the bidder, along with the number of tranches that have been outbid. A denied switch

that is outbid becomes free eligibility for the bidder in the next round. A tranche of free

eligibility can be bid on any one of the EDCs in the next round, or it Can be withdrawn in the

next round, as explained further below.

The Auction Manager reports privately to a bidder if a withdrawn tranche that had been

retained is now being released and thereby irrevocably removed from the Auction. Withdrawn

tranches that had been retained at the highest exit prices are the first to be released and removed

from the Auction. If withdrawn tranches from more than one bidder had been retained at the

same exit price, and if not all retained tranches at that exit price are being released, the Auction

Manager chooses at random the bidder or bidders whose tranches are released and thereby

irrevocably removed from the Auction. Thus, for the first retained tranche that should be

released, the probability that a particular bidder is chosen is the bidder’s number of retained

tranches at the tied exit price divided by the total number of retained tranches at that exit price.

If a second retained tranche needs to be released, the Auction Manager again will choose at

random the bidder whose retained tranche wilt be released, and the probability that a particular

bidder is chosen is the bidder’s number of retained tranches at the tied exit price that have not

yet been released divided by the total number of retained tranches at the tied exit price that

have not yet been released. The Auction Manager repeats this procedure until the required

number oftranches has been released.

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

First, if a bidder holds tranches for an EDC from a switch that had been denied in a

previous round, and if this bidder bids new tranches for this same EDC at the price for the

current round, the bidder will be deemed to have bid any tranches from a previously denied

switch at the current round price for that EDC. That is, tranches from the denied switch

become tranches that are bid at the price for the current round. The Auction Manager, in filling

the tranche target for the EDC, will take first tranches bid at the going price; in these tranches
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at the going price, the Auction Manager will include any denied switches that have become

tranches bid at the current round price (because the bidder has bid new tranches for this same

EDC at the current round price).

Second, if a bidder’s denied switches are partially or totally outbid in a round and

become free eligibility, and if the bidder withdraws one or more of these tranches of free

eligibility in the very next round, then the bidder does not name an exit price for these t-ranches.

No exit price is needed to withdraw a tranche of free eligibility because such tranches are not

associated with any one EDC. The Auction Manager always accepts a withdrawal of tranches

of free eligibility, and these t-ranches are always il~evocably removed from the Auction.

Example 12.
Bidder A’s bids in rounds 6 and 7 are ~iven beIow (Bidder A does not bid for...an~¢ other EDCs):
EDC JCP&L ACE
Round 6 Price ($/MW-day) 443.33 .......... 407.89
Bidder A Bid (tranches) 2 3
Round 7 Price ($/MW-day) 430.03 395.65
Bidd.e,r A. B,,!d (~anches) ...........................5 0
In round 7, Bidder A requests to switch 3 tranches. The Auction Manager denies part of the
switch. Bidder A, in the reporting phase of round 7, is informed that its bid consists of 3
tranches of JCP&L at $430.03/MW-day and 2 denied switches of ACE at $407.89/MW-day
(the price at which the tranches of ACE were last fr. eely bid). .....
EDC JCP&.L ACE

Report to Bidder A 3 @ $430.03iMW-day 2 de~ied switches @
$407.89./MW-day

tn round 8, Bidder A reduces its ntmaber oftranches bid on JCP&L by 2 and increases its
number oftranches bid on ACE. At the round 8 prices, Bidder A bids I tranche of JCP&L and
2 tranches of ACE at the going prices. The denied switches are ke ~t on ACE and cannot be
freely bid.

JCP&L ACE
Round 8 Price ($R~W-day) 422.50 395.65
Bidder A Bid (tranches) 1 2
Denied Switches 2 @ $407.89/I~., ,W-day
Bidder A has bid new tranches of ACE at the r0und 8 price while having switches denied on
the same EDC at a higher price. Bidder A is then deemed to have bid all 4 ACE tranches at the
rotmd 8 price of $395.65/MW-day as shown below. All 4 tranches of ACE become tranches
bid at the round 8 price. .
EDC JCP&L ACE
Round 8 Price ($iMW-day) 422.50 395.65
Bidder A Bid (tranches) 1 .... 4 @ $395.65B~W-day
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VIII.C.7.    Reporting of Total Excess Supply

In addition to the next round prices, the Auction Manager provides all bidders that

could still be winners with a range for total excess supply in the Auction. The acmaI total

excess supply in the Auction Iies within the reported range. The total excess supply in the

Auction is the sum, over all EDCs for which the nmnber of tranches bid exceeds the tranche

target, of the excess supplies for the individual EDCs, plus all tranches of free eligibility.

The manner in which the total excess supply in the Auction is reported changes as the

Auction progresses. In general, when total excess supply is high, the Auction Manager

announces a range for the total excess supply that includes exactly 5 integers. The largest

integer of each such range will be divisible by 5. When the total excess supply falls to 40 or

fewer tranches, the Auction Manager announces a range for the total excess supply that

inctudes at least 10 integers. The largest integer of each such range will be divisible by 5.

When the total excess supply falls to 20 or fewer tranches, the Auction Manager will report to

all bidders only that the total excess supply is between 0 and 20 tranches.

In summary, the ranges are expected to be the following:

Table VIII-3. Possible Ranges of Total Excess Supply

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

Total excess supply is between 21 and 40 tranches:
ranges count 10 imegers

Total excess supply is 41 tranches or more: ranges
count 5 integers

0 -20

21 -30

31 -40

41 -45

46 - 50

51 -55 (etc.)

The Auction Manager may revise these ranges before the start of the Auction. The

Auction Manager will inform the registered bidders no later than 3 days after registration of

any changes in the possible ranges of total excess supply.

When the actual total excess supply is zero, the Auction ends, as explained in section

VIII.C. 11.
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A bidder that has no remaining obligation loses its access to the Auction soft-ware and is

no longer provided with the range of total excess supply and the next round prices. A bidder

has no remaining obligation when the bidder has zero eligibility and has no retained

withdrawals. A bidder that has no remaining obligation can no longer win at the Auction.

Such a bidder loses its access to the Auction software and is ao longer provided with the range

of total excess supply and the next round prices no earlier than the round after the bidder has

been first informed that it has no remaining obligation. The bidder will lose its access as soon

as practicable, but in no event later than eight rounds after it has no remaining obligation.

Round results that are reported to all bidders will also be reported to a list of

representatives .from the EDCs, the Board and the Board Consultant. The bidders, the EDCs,

the Auction Manager, the Board and the Board Consultant hold any Auction results to which

they have access to be confidentiaI. Before being registered to participate in the Auction, the

bidders will agree to keep all Auction results, as well as the list of qualified bidders, the list of

registered bidders, and the total initial eligibility in the Auction confidential. The bidders will

agree not to disclose any such confidential information about the Auction Process, except for

any aspects of the Auction results that the Board releases as part of rendering its decision on the

Auction results, or that the Board explicitly authorizes can be released (see section VIII.E.3).

Bidders will also agree to destroy documents with Auction information provided by the

Auction Manager within five days of the Board rendering a decision on the Auction results.

VIII.C.8.    Calculation of Next Round Prices

An EDC’s price in a round is calculated so that it ticks down more quickly the larger is

the excess supply on the EDC. The excess supply on an EDC is measured against an estimate

of the maximtma possible excess supply for the EDC. This estimate takes into account the total

excess supply in the Auction, the statewide load cap, the tranche target of each EDC, and the

number of registered bidders. A decrease in price for an EDC that has a number oftranches bid

greater than the tranche target is called the decrement; the decrement is a percentage of the

previous going price. The decrements are calculated using formulas. The Auction Manager

has the discretion to override the calculated decrement for any EDC in any round. The Auction

Manager does not expect to use such discretion, but may do so. When the Auction Manager, in

the reporting phase of a round, uses discretion to override the decrement formulas and
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detemaine the going prices for the next round, the Auction Manager notifies bidders of that fact

during the reporting phase of that round.

The decrement formulas ailow the decrements to be larger at the start of the Auction

than in later rounds. At the start of the Auction, when the number of tranches bid on an EDC

exceeds the tranche target, the decrement is between 0.5% and 5% of the previous round price.

Decrements for EDCs for which the number of tranches bid is greater than the tranche target

continue to be between 0.5% and 5% of the previous round price until the going prices for

round 4 are calculated. After that time, in the first round in which the upper bound of the total

excess supply range reported to bidders is at least 15 tranches fewer than the upper bound of

the total excess supply range reported to bidders in round 1 and the total excess supply is

greater than 20 lxanches, decrements (for EDCs for which the number of tranches bid is greater

than the tranche target) will be between 0.375% and 3.75% of the previous round price.

Decrements for EDCs for which the number of tranches bid is greater than the tranche target

continue to be between 0.375% and 3.75% of the previous round price until total excess supply

in the Auction is 20 or fewer tranches. At that point, decrements for EDCs for which the

number oftranches bid is greater than the tranche target will be between 0.25% and 2.5% of the

previous round price and will remain so until the end of the Auction.

The excess supply of an EDC is the number of tranches bid at the going price minus the

EDC’s tranche target, or it is zero, whichever is greater. Prices are rounded off to the nearest

cent per MW-day.

Provisional decrement formuIas are provided in section VIII.G.2. The formulas that

wilt be used in the Auction, which depend on the statewide toad cap and the nmnber of

registered bidders, will be released to all bidders no later than three days after bidder

registration.

VIII.C.9.    Pauses in the Auction

Any one bidder can pause the Auction by requesting an extension or a recess. A bidder

requests an extension during the bidding phase of a round; such a request extends the bidding

phase of the round by 15 minutes for all bidders. A bidder requests a recess during the
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calculating or reporting phase of the round; such a request suspends the Auction for a period of

no less than 20 minutes. A recess allows a bidder additional time to consider its bid.

The bidding phase of round 1 is automatically extended. The bidding phase of a round

can be extended only once by 15 minutes. Each bidder is allowed two extensions during the

Auction. A bidder with positive eligibility is automatically deemed to have requested an

extension when - by the scheduled ending time of the bidding phase - the bidder has not

submitted a bid and when the bidder has not already used the two allowable extensions.

bidder with positive eligibility that has already used the two allowable extensions and that does

not submit a bid during a round will be assigned a default bid as explained in section VIII.C. 10.

Extension requests from all bidders are granted but all extensions run concurrently. All bidders

that have requested an extension during the bidding phase of a round will see their available

number of extensions reduced. The bidding phase in a round will be extended only once by 15

minutes. The Auction Manager reports to all bidders at the end of the planned bidding phase

that the bidding phase has been extended.

A recess must be requested during the calculating phase or during the reporting phase.

If the reporting phase of a round is scheduled to be shorter than 5 minutes, a recess must be

requested during the scheduled calculating phase of the round. If the reporting phase is

scheduled to be 5 minutes or longer, a recess must be requested before the scheduled last half

of the reporting phase of a round starts, or before the last five minutes of the reporting phase of

a round, whichever is earlier. (That is, if the reporting phase of a round is scheduled to be 8

minutes, then the recess must be requested before the last 5 minutes of the reporting phase; if

the reporting phase of a round is scheduled to be 14 minutes, then the recess must be requested

before the last 7 minutes of the reporting phase.) As soon as is feasible after the time at which

a recess can be requested has passed, the Auction Manager reports to all bidders that a recess

has been caIled. The Auction Manager retains the discretion to set the length of a recess but the

Auction Manager will not set the recess time to be less than 20 minutes.

Each bidder is allowed to request at most one recess during the Auction. A bidder

cannot request a recess in the first ten rounds of the Auction. Starting in the eleventh round, a

bidder may request a recess in a round only if the total excess supply in the Auction reported in

the previous round was 20 or fewer tranches. All recess requests are granted, but all requested
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recesses run conctn’rentIy. All bidders making a request in a given calculating or reporting

phase will be deemed to have used a recess request. All bidders that have requested a recess

will see their available nmnber of recesses reduced to zero and the recess will last a length of

time determined by the Auction Manager for one recess and will be no less than 20 minutes.

Example 13.

The total number of tranches in the Auction is 40.

In round 5, total excess supply is reported to be in the 76-80 range. Bidders are not able to
request a recess in round 5 since round 11 has not yet been reached.

In round 12, the totat excess supply is reported to be in the 0-20 range for the first time.
Bidders can request a recess in round 13, since the total excess supply reported in the previous
round (round 12) was at 20 tranches or below, and round 11 had been reached.

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

is intended that a time-out suspend activity in the Auction for a period of no more than four

hours; however, the Auction Manager retains the discretion to suspend activity for a longer

period, if necessary. Whenever a time-out is called, the Auction Manager reports to all bidders

how long the time-out is expected to last.

During any bidding phase, the Auction Manager may call a time-out and extend bidding

in case of technical difficulties. Such a time-out would typically last fifteen minutes. The

Auction Manager reports to all bidders as soon as practicable that the Auction Manager has

extended the bidding phase.

During the calculating phase of round I, the Auction Manager may call a time-out to the

Auction to evaluate whether the Auction volume should be adjusted. The Auction Manager has

t~e discretion to call additional time-outs during the Auction. Such discretion could be used,

for example, in case of an extraordinary event occurring during the Auction. The Auction

Manager expects to exercise this discretion rarely.

VIII.C.10. Failure to Submit a Bid

A bidder with positive eligibility must submit a bid in every round (even when the

bidder’s bid does not change or the bidder is bidding only on EDCs whose prices have not

ticked down). As explained in section VIII.C.9, if a bidder with positive eligibility does not

submit a bid during the bidding phase of a round, the bidder is granted an extension whenever
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possible. If the bidder has previously used both extensions, or if the bidder does not submit a

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

When a bidder with positive eligibility has failed to submit a bid in a round, the bidder

is assigned a default bid. A default bid is the number of tranches on each EDC equal to the

minimum mmaber of trenches that the bidder could have bid on each EDC, as explained below.

Any tranches of free eligibility that coutd have been bid in the round are deemed to be

withdrawn and are irrevocably removed from the Auction. Any tranche that was bid on an

EDC and that could be withdrawn is deemed to be withdrawn at the highest possible exit price

for the round, which is equal to the going price in the previous round. A tranche that is

withdrawn as a result of a default bid can be retained only if the number of tranches bid by

other bidders at the going price, and the number of withdrawn tranches from bidders that have

submitted a bid, together are not sufficient to fill the tranche target. In breaking any ties

between tranches withdrawn at the same exit price, default bids will be disadvantaged

compared to bids actually submitted by bidders. In general, in any circumstance where a tie

must be broken, default bids will be disadvantaged compared to bids actually submitted by

bidders, also as explained below.

As a consequence of a bidder being assigned a default bid, a bidder may lose the ability

to submit bids for the remainder of the Auction. For example, if the prices of aI1 the EDCs for

which a bidder bid tranches tick down, then the default bid is zero on all EDCs. Indeed, the

minimum number of tranches that can be bid on an EDC whose price has ticked down is zero.

Any tranche that had previously been bid is withdrawn. After such a default bid, the bidder

will be assigned zero eligibility in the next round, and the bidder will lose the ability to bid in

the next and in all fu~e rounds.

The default bid assigned to a bidder that has not submitted a bid during a round or

during its extension, and the treatment of this default bid in any required tie-breaking

procedure, are determined during the calculating phase of a round. The default bid for a bidder

in round 1 is 0 tranches on each and every EDC. The default bid for a bidder in round 2 and all

subsequent rounds is described in detail as follows.

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

deemed to be withdrawn and are irrevocably removed from the Auction.
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If, in the previous round, a bidder did not bid any tranches on an EDC at the going price

and in the reporting phase of that round the Auction Manager reported that the bidder did not

have any retained withdrawals or denied switches for that EDC, then the bidder is assigned zero

tranches for that EDC.

If, as of the reporting phase in the previous round, a bidder had tranches on a particular

EDC at the going price for the previous round and if the EDC’s price ticked down from the

previous round to the current round, then the bidder is deemed to have withdrawn all tranches

at the highest exit price, namely the price from the previous round. The bidder loses the

eligibility associated with these tTanches. Tranches with a lower exit price named by bidders

that have submitted a bid in the current round are retained first. If needed, tranches with the

same exit price named by bidders that have submitted a bid in the current round are retained

next. If all the withdrawn tranches by the bidder and by other bidders that were assigned a

default bid are needed to fill the tranche target, these tranches are retained. If some but not all

of the tranches submitted by the bidder and other bidders that were assigned a default bid are

needed, tranches are chosen at random to fill the tranche target, in a procedure analogous to that

used for bidders that submitted a bid, as described in section VIII.C.4.

If, as of the reporting phase in the previous round, a bidder had some tranches on a

particular EDC at the going price for the previous round, and/or retained withdrawals, and/or

denied switches; if the EDC’s price did not tick down from the previous round to the current

round; and if there is excess supply for the EDC in the current round, so that the price will tick

down from the current round to the next round, then:
¯ all withdrawals that were previously retained are released and the bidder has no

remaining obligation from those tranches;

all switches that had previously been denied are outbid and the bidder is assigned

free eligibility for those tranches in the next round; and

all tranches bid in the previous round at the going price are bid in the current round

on the EDC at the going price. The bidder has eligibility associated with these

tranches in the next round. If the bidder is assigned a default bid in the next round

these tranches will be withdrawn and assigned the highest possible exit price.
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If, as of the reporting phase in the previous round, a bidder had some. tranches on a

particular EDC bid at the going price, and/or retained withdrawals, and/or denied switches; if

the EDC’s price did not tick down from the previous round to the current round; and if there is

no excess supply on the EDC in the current rotmd so that the price will not tick down in the

next round; then:

any tranches bid at the going price in the previous round are deemed to be bid in

the current round at the current going price;

if any new tranches were bid by other bidders on the EDC at the going price in

the current round, the denied switches (if any) of bidders that have been

assigned default bids are outbid first, before the denied switches of bidders that

have submitted a bid in the current round. If more than one bidder has been

assigned a default bid, and if some but not all denied switches from such bidders

are outbid, then for each denied switch that must be outbid, the Auction

Manager chooses at random among the default bidders the bidder whose switch

is outbid, in a procedure analogous to that used for bidders that submitted a bid,

as described in section VIII.C.6; and

if any new tranches were bid by other bidders on the EDC at the going price in

the current round, and if all denied switches from default bidders and from

bidders that submitted a bid are outbid, retained withdrawals are released,

starting with the highest named exit price. For a given exit price, tranches from

bidders that have been assigned default bids (if any) are released first, before the

retained withdrawals of bidders that have submitted a bid in the current round.

If more than one bidder has been assigned a defautt bid, and if some but not all

of the retained withdrawals from such bidders must be released at a given exit

price, then for each retained withdrawal that must be released, the Auction

Manager chooses at random among the default bidders the bidder whose

withdrawn tranche is released, in a procedure analogous to that used for bidders

that submitted a bid, as described in section VIII.C.6.
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The bidder can lose its ability to bid in all future rounds by failing to bid during the

bidding phase of a round or during its extension. It is the responsibility of the bidder to ensure

that bids are submitted on time.

¯ E~.a...m_ple 14.
Bidder A’s bid in round 5 is given below:

EDC PSE&G JCP&L
Round 5 Price ($/MW-day) 437.08 451.99

~idder A Bid. (tranche.s) ....... 0 .. 4..
Bidder A’s bid in round 6 is given below:
EDC PSE&G JCP&L
Round 6 Price ($/MW-day) 429.43 444.08
Bidder A Bid (tranches) 2 4

ACE
416.59

2

ACE
404.09

0

419.27
0

RECO
406.69

0
This bid represents a switch, whereby Bidder A has increased the nmnber oftranches on
PSE&G while decreasing the number oftranches on ACE. The Auction Manager reports the

JCP&L
430.76

4

ACE
404.09

2 denied switches
@ 416.59

RECO
394.49

0

following:

EDC
Round 7 Price ($/MW-day)

Report to Bidder A (tranches)

PSE&G
429.43

In round 7, the minimum number oftranches that Bidder A can bid on PSE&G and RECO is
zero, because Bidder A did not have any tranches accepted for these EDCs in round 6. The
minimum number oftranches that Bidder A can bid on JCP&L is zero, since the price for
JCP&L has ticked down from $444.08/MW-day to $430.76/MW-day. The minimum number
oftranches that Bidder A can bid on ACE is 2, since the price for ACE has not ticked down and
Bidder A has two denied switches on ACE.
In round 7, Bidder A faits to submit a bid in the bidding phase of the rotmd. Bidder A is
granted an extension but does not submit a bid during t~e extension. Bidder A will be assigned
the following bid, which is its default bid. Bidder A is the only bidder that is assigned a default
bid.
EDC
Round 7 Price ($/MW-day)’
Default Bid for Bidder A

PSE&G JCP&L                    ACE                  RECO
429.43 430.76 404.09 394.49

2 denied switches
(tranches)                     0           0         @ 416.59        0
None of Bidder A’s withdrawn tranches are retained; tranches from other bidders that actually
submitted bids are sufficient to fiI1 the tranche target for JCP&L. Three new tranches are bid
on ACE by other bidders. Both of Bidder A’s tranches become outbid denied switches. Bidder
A’s eligibility in round 8 is 2. Should Bidder A again fail to bid in round 8, this free eligibility
will be lost. Bidder A would be assigned eligibility of zero in round 9 and would lose the
abiIity to bid for the remainder of the Auction.
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End Of Auction

The Auction ends for all EDCs at the same time. The Auction ends in the reporting

phase before the first round in which no bidder could change its bid from the previous round.

For the Auction to end, the total excess supply in the Auction must be equal to zero and it must

be that no price can tick down. At the end of the Auction, tranches are allocated to the winners

and alI winners for a~ EDC’s tranches, should the Board authorize them as suppliers, will

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

If, to filI the tranche target for an EDC in the final round, only tranches bid at the price

from the final round are used, the winners are those that submitted bids at the price from the

final rotmd. The final price given to all winners is the price from the final round.

If, to fill the tranche target for an EDC in the last round, withdrawn tranches must be

retained, then the winners are the bidders that submitted bids at the price from the last round

and the bidders that submitted the lowest of the exit prices. If, to fill the last tranches of the

tranche target of an EDC in the last round, the Auction Manager must use some but not all the

tranches from two or more bidders tied at the same exit price, then the Auction Manager, for

each tranche, will choose at random the bidder whose tranche is retained. For the first tranche

needed at the tied exit price, the probability that a bidder is chosen is the number of tranches

that the bidder has bid at the exit price divided by the total number of tranches bid at the tied

exit price. If a second tranche is needed at the exit price, the Auction Manager again will

choose at random the bidder whose tranche will be retained. The probability that any one

bidder is chosen is the number of tranches that the bidder has bid at the exit price and that have

not yet been retained divided by the total number of tranches bid at the exit price and that have

not yet been retained. The Auction Manager repeats this procedure until the tranche target for

the EDC is filled. The final price given to all winners is the last accepted price.

If, to fitl the tranche target for an EDC in the last round the Auction Manager must

disallow reductions from both withdrawaIs and switches, then the winners are the bidders that

submitted bids at the last round price, the bidders that withdrew their tranches, and the bidders

with reductions for that EDC from switches that were denied. The final price received by all

winners is the price at which the denied switches were last freely bid.
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Example 15.

The tranche target for PSE&G is 24.
In round 34, 26 tranches for PSE&G are bid at a price of $223.66/MW-day. In round 35, 20
tranches for PSE&G are bid at a price of$218.07iMW-day.
Bidder A bids 5 tranches for PSE&G in round 34 and 1 tranche in round 35. Bidder A enters
an exit price equal to $223.05/MW-day for the 4 tranches it is withdrawing.
Bidder B bids 3 tranehes for PSE&G in round 34 and 1 tra_nche in round 35. Bidder B enters an
exit prier of $221.56/MW-day for the 2 tranches it is withdrawing.
No other bidder changes its number oftranches bid on PSE&G. All other bidders collectively
bid 18 trenches for PSE&G in both rounds 34 and 35. The total excess supply in round 35 is
zero and the Auction ends in round 35. Twenty tranches for PSE&G are allocated to the
bidders that bid at the going price of $218.07/MW-day. Two additional tranches are allocated
to Bidder B since it submitted a lower exit price. Finally, Bidder A wins two additional
tranches so that the lmnche target is filled. All winning bidders will receive a price of
$223.05iMW-day, which is the lowest price at which the tranche target is filled.

VHI.D. Post Auction

The Board wilI decide whether or not to approve the results of this Auction (the BGS-

CIEP Auction) by the end of the second business day following the calendar day on which the

BGS-RSCP or BGS-CIEP Auction closes, whichever comes later.

If the Board approves the Auction results and authorizes the winners to become BGS-

CIEP suppliers, the Auction Manager will notify each winner of the tranches it has won and the

final prices. The Auction Manager will notify each EDC of the following for its territory: the

identity of the winners, the number oftranches won, and the final price.

Each winner and each EDC will have three days from the time at which the Board

approves the Auction results to execute the BGS-CIEP Supplier Master Agreement. Each

winner will have these three days to demonstrate compliance with the creditworthiness

requirements set forth in the BGS2CIEP Supplier Master Agreement and to submit the executed

BGS-CIEP Supplier Master Agreement to the Board for information. A winner’s financial

guarantee posted before the Auction may be forfeited if the winner does not execute the

Agreement within three days, if the winner fails to demonstrate compliance with the

creditworthiness requirements set forth in the BGS-CIEP Supplier Master Agreement, or if the

winner fails to agree to any of the terms of the Agreement. Effective with the exercise by an

EDC of its right to collect on the financial guarantees, any contractual rights or other
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entitlements of the winners shall immediately terminate without further notice by the EDC. In

addition, winners shall be liable for damages incurred by the EDCs, which damages shall be

determined in accordance with the terms of the BGS-CIEP Supplier Master Agreement as if the

winner were a defaulting party to that Agreement.

Each winner wii1 have to pay a fee per tranche won. This fee will be set to recover all

the costs associated with the Auction Process. The Auction Manager wiII announce the fee per

winning tranche no later than 6 days before the Auction. The fee will be netted against the first

payment made to the winner during the supply period.

VIII.E. Association and Confidential Information Rules

VIII.E.1. Process for Reporting Associations, Identifying Concerns and Remedies

Interested parties applying to qualify to bid in the Auction will be required to indicate in

their Part 1 Applications whether they are part of a bidding agreement, a joint venture for

purposes of participating in the Auction, a bidding consortium, or other arrangements

pertaining to bidding in the Auction. Interested parties will also be required to certify in their

Part 1 Application that, shouId they qualify to participate in the Auction, they will not disclose

information regarding the list of qualified bidders. In addition to certifications regarding

bidding agreements and confidential information, each interested party makes a number of

other certifications signifying its agreement with the terms of the BGS-CIEP Auction Rules, the

terms of the BGS-CIEP Supplier Master Agreement, as well as signifying its agreement that it

will not assign its rights or substitute another entity in its place. These additional certifications

are discussed in section VIII.B.2.

Once parties are qualified to bid in the Auction, each qualified bidder will be asked in

its Part 2 Application to make a number of certifications, each detailed below, and each

qualified bidder may be asked to provide additional infom~ation to the Auction Manager if

these certifications cannot be made. In particular, each qualified bidder will be informed of the

list of qualified bidders and will be asked to certify that it is not associated with any other

qualified bidder. If a qualified bidder cannot make such a certification, it wiI1 be asked to

identify associations it may have with other qualified bidders. The criteria that determine

whether two bidders are associated with one another are given below. If two qualified bidders
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are associated with one another, the Auction Manager will determine whether the two qualified

bidders can both participate in the Auction, as well as the terms and conditions of such

participation. The Auction Manager may require qualified bidders that are associated with one

another to bid as one entity or to reorganize so as to no longer be associated with one another.

Qualified bidders wiIl be asked to certify that they will undertake to appropriately

restrict their disclosure of confidential information relative to their bidding strategy and

confidential information regarding the Auction Process (both of which are defined in section

VIII.E.3). Qualified bidders wiI1 also be asked to certify that they have not come and will not

come to any agreement w~th another qualified bidder with respect to bidding at the Auction,

except as disclosed and approved by the Auction Manager in their Part 1 Application. In

addition to certifications regarding associations and confidential information, each qualified

bidder makes a number of other certifications signifying its agreement that a bid is a binding

offer to provide service under the terms of the BGS-CIEP Supplier Master Agreement, as well

as signifying its agreement that it will not assign its rights or substitute another entity in its

pIace. These additional certifications are discussed in section VIII.B.2.

Before obtaining finaI documentation necessary to participate in the Auction, registered

bidders will be required to certify that they will continue to maintain the confidentiality of any

information that they will have acquired through their participation in the Auction Process.

VIII.E.2.    Association Criteria

1. Preliminary Definitions

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

voting power, a majority of common directors, can appoint a majority of directors,

or if the party in fact controls the entity’s affairs tbxough some other means. A party

controls an entity indirectly if the party controls another entity that controls the

entity in question (or through a longer line of control; e.g., if the party controls

another entity that controls an entity that controls the entity in question, etc.).

A party participates directly in another entity Z if the party holds any class of listed

shares, if it holds the fight to acquire such shares, if it holds any option to purchase

shares or if it has voting power. The participation is indirect if the party participates
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in another entity that participates in Z (w~th potentially a longer line of "indirect

participation"). When the participation is indirect, the percentage of participation of

the party in the entity is obtained by multiplying the percentages of participation at

each Ievel.

A party is concerned with the bid of a bidder if the party has confidential

information relative to the bidders’ bidding strategy (see definition in the next

section), has agreed to provide assistance with financing or has agreed to provide

assistance in another way.

2. Bidder A and Bidder B are associated with each other if Bidder A

a. Controls bidder B, directly or indirectly; or

b. Has at least a 10% participation in Bidder B and is concerned with Bidder B’s bid;

or

c. Controls an entity that has at least a 10% participation, direct or indirect, in Bidder

B and that is concerned with Bidder B’s bid; or

d. Is controlled by an entity that controls Bidder B ’directly or indirectly; or

Is controlled by an entity that has at least a 10% participation, direct or indirect, in

Bidder B and that is concerned with Bidder B’s bid.

Bidder A and Bidder B are associated if there is a party which

a. Controls Bidder A, directly or indirectly; or

b. Has at least a 10% participation in Bidder A, directly or indirectly, and is

concerned with Bidder A’s bid; or

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

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

d. Has confidential information about Bidder A’s bid and is controlled by Bidder A;

or

e. Has confidential information about Bidder A’s bid and is controlled by an entity

or person that controls Bidder A directly or indirectly; or
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f. Has confidential infom~ation about Bidder A’s bid and is controlled, directIy or

indirectly, by an entity that has at least a 10% participation in Bidder A and is

concerned with Bidder A’s bid;

and if this same party has one of relationships a. to f. with Bidder B.

Bidder A and Bidder B are associated if there is a party that has at least a 20%

participation, directly or indireetIy, in both bidders.

Bidder A and Bidder B are associated if there is a party that has at least a 20%

participation, directly or indirectly, in Bidder A and that:

a. Has at least 10% participation in Bidder B, directly or 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 Bidder B; or

d. Controls a person or entity that: has at least 10% participation in Bidder B,

directly or indixectly, and is concerned with Bidder B’s bid; or

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

f. Is controlled by a person or entity that has at least 10% participation in Bidder B,

directly or indirectly, and is concerned with Bidder B’s bid; or

g. Is controlled by a person or entity who controls a person has at least 10%

participation in Bidder B, directly or indirectly, and is concerned with Bidder B’s

bid.

VIII.E.3.    Definitions of Confidential Information

Confidential information relative to the bidding strategy means information relating to

a bidder’s bid, whether in writing or verbally, which if it were to be made public would be

likely to have an effect on any of the bids that another bidder would be willing to submit at the

Auction. Confidential information relative to the bidding strategy includes (but is not limited

to) a bidder’s Auction strategy; a bidder’s indicative offer; the bidder’s preference to bid for

one EDC’s system rather than another; the quantities that a bidder wishes to serve of one or
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more EDCs’ systems; the bidder’s estimation of the value of a tranche of the various EDCs’

systems; the bidder’s estimation of the risks associated with serving BGS-CIEP Load or of

serving a particular EDC; and a bidder’s contractual arrangements for power with a party to

serve the BGS-CIEP Load were the bidder to be a winner at the Auction.

Cot~fidential information regarding the Auction Process means information that is not

released publicly by the Board or the Auction Manager and that a bidder acquires as a result of

participating in the Auction Process, whether in writing or verbally, which if it were to be made

public could impair the integrity of current or furore Auctions, impair the ability of the EDCs to

hold future Auctions, harm consumers, or injure bidders or applicants. Confidential

information regarding the Auction Process includes (but is not limited to) the list of qualified

bidders, the list of registered bidders, the initial eligibility in the Auction, the status of a

bidder’s participation in the Auction, and all reports of results and announcements made by the

Auction Manager to all or any one bidder during the Auction.

VIILE.4.    Certifications and Disclosures to Be Made

An interested party will be required in its Part 1 Application to discIose any bidding

agreement or arrangement in which the interested party may have entered. In addition, the

following certification wiI1 be required and will apply from the time that the Part I Application

has been submitted.

An applicant must certify that if it qualifies to participate in the Auction, the applicant

will not disclose at any time information regarding the list of qualified bidders,

including the number of qualified bidders, the identity of any one or all entities that

have been qualified, or the fact that an entity has not been qualified for participation in

the Auction. The applicant must certify that it will destroy any document distributed by

the Auction Manager that lists the qualified bidders within five days of the Board

rendering a decision on the Auction results.

The following certifications will be required of each qualified bidder in its Part 2

Application and will apply from the time of qualification until the Board certification of the

Auction results. Each qualified bidder must consult the list of atI qualified bidders and attest to

the following:
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2. A qualified bidder must certify that it is not associated with another qualified bidder

according to the criteria given above.

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

with which it is associated and the nature of the association.

A qualified bidder must certify that, other than qualified bidders that were explicitly

named in its Part I Application as parties with whom the bidder has entered into a

bidding agTeement, joint venture for the purpose of bidding in the Auction, bidding

consortium, or other arrangement pertaining to bidding in the Auction, the bidder has

not entered into any agreement with another qualified bidder, directly or indirectly,

regarding bids at the Auction, including, but not limited to, the amount to bid at certain

prices, the system on which bids are placed, when or at what prices bids are withdrawn

or switched, or the amount of exit prices.

An Advisor is an entity or person(s) that will be advising or assisting the qualified

bidder with bidding strategy in the BGS-CIEP Auction, with estimation of the value of a

system’s tranches, or with the estimation of the risks associated with serving BGS-CIEP load.

A qualified bidder must certify to one of the following: (i) the qualified bidder has not

retained an Advisor; or (ii) the qualified bidder has retained an Advisor, the Advisor

will not provide any similar advice or assistance to any other qualified bidder, and the

Advisor will not be privy to confidential information relative to another qualified

bidder’s bidding strategy; or (iii) the qualified bidder has retained an Advisor who will

provide similar advice or assistance to another qualified bidder, or who will be privy to

confidential information relative to any other qualified bidder’s bidding strategy, but

appropriate protections have been put into place to ensure that the Advisor does not

serve as a conduit of information between, or as a coordinator of the bidding strategies

of, multipIe bidders.

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

bidder(s) concerned.
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A qualified bidder must certify that the qualified bidder is not a party to any contract for

the purchase of power that might be used as source of sKpply for BGS-CIEP, and that

(i) would require the disclosure of any confidential information (confidential

information relative to the bidding strategy or confidential information regarding the

Auction Process) to the counterparty under such a contract; or (ii) that would require the

disclosure of any confidential information (confidential information relative to the

bidding strategy or confidential information regarding the Auction Process) to any other

party; or (iii) that would provide instructions, direct financial incentives, or other

inducements for the bidder to act in a way determined by the counterpart), in the

agreement and/or in concert with any other bidder in the Auction. Notwithstanding the

above, a qualified bidder may, during negotiations prior to the Auction for contractual

arrangements for power to serve BGS-CIEP Load were the bidder to be a winner at the

Auction, discuss with the counterparty to such arrangements the nature of the products

to be pt~chased, the volume, and the price at which it is willing to buy these products.

A qualified bidder unable to make certification 5 must disclose the contractual terms

that prevent the qualified bidder from making the certification.

6. A qualified bidder must certify that it does not have any knowledge of confidential

information relative to the bidding strategy of any other qualified bidder.

A qualified bidder unable to make certification 6 wiI1 be asked to name the other

qualified bidder and the nature of the confidential information.

A qualified bidder must certify that it will not disclose confidential information relative

to its own bidding strategy except to bidders that were explicitly named in its Part 1

Application as parties with whom the bidder has entered into a bidding agreement, joint

venture for the purpose of bidding in the Auction, bidding consortium, or other

arrangement pertaining to bidding in the Auction, bidders with which it is associated as

disclosed through certification 2, to its Advisor, and to its financial institution.

A qualified bidder unable to make certification 7 wilt be asked to state all reasons.
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A qualified bidder must certify that, other than entities affiliated with the bidder, and

other than bidders with which the bidder has entered a bidding agreement, joint venture

for purposes of the Auction, bidding consortium, or other a~angement pertaining to the

Auction, no party has agreed to defray any of its costs of participating in the Auction,

including the cost of preparing the bid, the cost of any financial guarantees, the cost to

be paid upon winning a tranche, or any other participation cost.

A qualified bidder unable to make certification 8 must identify the party that has agreed

to defray some or all of the qualified bidder’s cost of participating in the Auction, and the

nature of the participation costs that the party has agreed to defray.

Furthermore, in its Part 2 Application a qualified bidder will have to certify that it will

not disclose any confidential information regarding the Auction Process that it has acquired or

will acquire through its participation. These certifications will apply from the time of

submission of the Part 2 Application.

A qualified bidder must certify that if it is registered to participate in the Auction, the

qualified bidder wiI1 not disclose at any time information regarding the initial eligibility

in the Auction or the list of registered bidders, including the number of registered

bidders, the identity of any one or all entities that have been registered, or the fact that

an entity has not been registered for participation in the Auction.

10. A qualified bidder must certify that it will not disclose any confidential information

regarding the Auction Process to any party except to its Advisor and bidders with which

it is associated.

A qualified bidder unable to make certification 9 or certification 10 will be asked to

state all reasons.

Following a successful Part 2 Application, the registered bidder will be required to

certify that it will continue to abide by its prior commitment to maintain the confidentiality of

information regarding the Auction Process. The registered bidder will be required to do so

before obtaining manuals and procedures essential to submit bids in the Auction. The
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registered bidder also certifies that it will destroy all documents provided by the Auction

Manager that contain confidential information within five days of the Board rendering a

decision on the Auction results. Such certification will apply from the time at which it is made,

no later than five days before the start of the Auction.

1t. A registered bidder certifies that it continues to abide by its prior confidentiality

certifications. The registered bidder will not disclose any confidential information

regarding the Auction Process to any party except to its Advisor and bidders with which

it is associated. Further, the registered bidder certifies that it will destroy alI documents

written or electronic provided by the Auction Manager that contain confidentiaI

information regarding the Auction Process within five days of the Board rendering a

decision on the Auction resutts.

Once the Auction has been concluded, if the Board approves the Auction results, the

Board may choose to release information regarding final BGS-CIEP prices and the names of

the winners. At that point, a winner may itself release information only regarding the number

of tranches it has won and the territories the winner will be serving, and a losing bidder may

itself release information only regarding the fact that it participated in the Auction. The

winners and losing bidders otherwise continue to be bound by their certifications as described

previously.

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

If a party cannot make all above certifications, the Auction Manager will decide within

five days on a course of action on a case-by-case basis. To decide on this course of action, the

Auction Manager may make additional inquiries to understand the reason for the inability of

the bidder to make all the certifications.

In general, qualified bidders that are associated with one another, or that have entered

into agreements regarding bidding at the Auction, are considered as one bidder for the pui~oses

of application of the statewide load cap and for the administration of the Auction. Bidders can

be allowed to bid independently or can be asked to end their association or agreement as a
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condition of participation, as circumstances warrant. If qualified bidders are asked to end their

associations they will be given five days to do so.

If qualified bidders do not comply with additional information requests by the Auction

Manager regarding certifications required in the Part 2 Application, or do not comply with a

request from the Auction Manager to end their associations, this may be sufficient grounds for

the Auction Manager to reject the application.

Sanctions can be imposed on a qualified bidder for failing to disclose information

relevant to determining associations, for coordinating with another bidder without disclosing

this fact, for releasing confidential information except as provided in 3, 5, and 7 of section

VIII.E.4, or for disclosing information during the Auction to a person other than those specified

in 10 of section VIII.E.4. Such sanctions can include, but are not limited to, loss of all rights to

serve any BGS-CIEP Load won in the Auction by such bidder, forfeiture of bid bonds and

other fees posted or paid, liquidated danaages of $I00,000, action under state or federal taws,

attorneys’ fees and court costs incurred in any litigation that arises out of the bidder’s improper

disclosure, debarment from participation in future BGS Auctions, prosecution under applicable

state and federal laws, or other sanctions that the Board may consider appropriate. The Auction

Manager will make a recommendation to the Board on a possible sanction and the Board will

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

Associated With

A bidder is associated with another if the two bidders have ties that could allow them to

act in concert or that prevent them from competing actively against each other in the Auction.

Specific criteria for associations are provided in section VIII.E.2.

VIII.F.2.    Auction Volume

The Auction volume is a number of tranches that the EDCs taken together will purchase

through the Auction. The Auction Manager, in accordance with confidentiaI guidelines

approved by the Board, may cut back the Auction voltmae.

VIII.F.3. BGS

Basic Generation Service is the electric supply for those retail customers who are not

served by a third party supplier.

VIII.F.4.    BGS Load

The BGS Load is the fuli electricity requirement (i.e., including energy, capacity,

ancillary services, transmission, etc.) of retail customers who have not chosen a third party

supplier, as measured and reported to PJM. It is the EDC aggregate zonal requirements less the

wholesale requirements less the third party supplier requirements.

VHI.F.5.    BGS-CIEP Customer

A BGS-CIEP Customer is a retail customer who takes BGS on a CIEP (as opposed to

an RSCP) tariff.

VIII.F.6. BGS-CIEP Load

An EDC’s BGS-C][EP Load includes the sum of the hourly load of all BGS-CIEP

customers, adjusted for losses.
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VIII.F.7.    BGS-CIEP Peak Load Share

BGS-CIEP Peak Load Share is the portion of PJM-detennined EDC zonal peak load on

one proxy day attributable to customers in CIEP rate classes that are taking BGS on that proxy

day. The BGS-CIEP Peak Load Share is a single value measured in MW.

VIII.F.8.    BGS-RSCP Load

The BGS-RSCP Load is the BGS Load excluding the BGS-CIEP Load.

VIII.F.9. Bid

A bid consists of four nmnbers: a number of PSE&G t-ranches, a number of JCP&L

t-ranches, a number of ACE tranches, and a number of RECO tranehes. A bid represents the

number of tranches that a bidder wishes to serve for each EDC at the going prices in force at

that point in the Auction. In all rounds except the first, to fully specify a bid, a bidder may be

asked for information in addition to the number of tranches that it wishes to bid for each EDC,

such as switching priorities and exit prices. A bid is valid when it is submitted and verified in

the bidding phase, and processed by the Auction software.

VIII.F.10. Bidding Phase

The bidding phase is the first phase of a round, during which bidders place bids. A

bidder that submits a bid in a round may revise or change this bid as long as the bidding phase

of the round is still open.

VIII.F.11. Calculating Phase

The calculating phase is the second phase of the round, during which the Auction

Manager tabulates the results of that round’s bidding phase and calculates the prices for the

next round.

VIII.F.12. CIEP Customer

CIEP customers are retail customers who are taking BGS-CIEP, or are retail customers

served by a third party supplier who, were they to take BGS, would be served under a CIEP

(rather than an RSCP) tariff.
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VIII.F.13. CIEP Load

CIEP Load for an EDC is defined as the sum of the hourly load of all BGS-CIEP

customers, as well as the hourly load of retail customers served by a third party supplier who,

were they to take BGS, would do so under a CIEP tariff, adjusted for losses.

VIII.F.14. CIEP Peak Load Share

CtEP Peak Load Share is the portion of PJM-determined EDC zonal peak load on one

proxy day attributable to customers in CIEP rate classes. The CIEP Peak Load Share is a single

value measured in MW, that consists of the BGS-CIEP Peak Load Share and the peak load

attributable to customers served by third party suppliers on the proxy day and who are in CIEP

rate classes.

VIII.F.t5. CIEP Standby Fee

The CIEP Standby Fee is a fee for the option available to each CIEP customer of taking

BGS on a CIEP tariff or rate. This fee is proposed to be set at 0.015¢&Wh of the energy used

by CIEP customers measured at the customer meter.

VIII.F.16. Contingency Plan

If the number of tranches procured through the Auction is less than the Auction volume

set at the start of the Auction, each EDC whose tranche target is not filted at the end of the

Auction will implement a Contingency Plan for the remaining tranches. Under their

Contingency Plans, the EDCs will purchase necessary services including installed capacity,

energy, and ancillary services through PJM-administered markets.

VIII.F,17. Decrement

If the number of tranches bid exceeds the number of tranches needed for an EDC, the

price for the EDC falls by a decrement in the next round. The decrement varies in each round

based on the excess supply on an EDC measured against a measure of maximum possible

excess supply.
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VIII.F.18. Denied Switches

The Auction Manager denies reductions in the nurnber oftranches bid for an EDC from

switches when the tranches bid at the going price and the withdrawn tranches that can be

retained are not sufficient to fill that EDC’s tranche target. Denied switches are retained at the

last price at which they were freely bid.

Eligibility and Initial Eligibility

Initial eligibility is equal to the number of tranches that a bidder has financially

guaranteed with a letter of credit (or bid bond) with its Part 2 Application. Initial eligibility can

never exceed the statewide load cap.

A bidder’s initial eligibility is the bidder’s eligibility in round I. A bidder’s eligibility

in round 2 is the total number of tranches bid for all EDCs at the going prices in round 1. For

any subsequent round, a bidder’s eligibility in a round is the bidder’s eligibility at the start of

the previous round minus the number of tranches that the bidder withdrew in the bidding phase

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

VIII.F.20. Eligibility Ratio

An eligibility ratio is obtained by dividing the total eligibility in the Auction by the

number oftranches available in the Auction.

VIII.F.21. End of Auction

The Auction ends in the reporting phase of the first round in which the total excess

supply is zero.

VIII.F.22. Excess Supply

The excess supply on an EDC is t~e number of tranches bid at the going price for the

EDC minus the EDC’s tranche target, or it is zero, whichever is greater.

VIII.F.23. Exit Price

If a bidder is reducing eligibility in a round, in general the bidder names an exit price.

The bidder names an exit price for the tranches of an EDC that the bidder is no longer willing

to serve at the price for the current round. An exit price must be a price higher than the going
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price in the currem round and less than or equal to the previous going price for the EDC. No

exit price is named when withdrawing tranches of free eligibility.

VIII.F.24. Extension

An extension extends the bidding phase of a round by 15 minutes. Each bidder is

allowed two extensions during the Auction. A bidder is automatically deemed to have

requested an extension whenever no bid has been received from the bidder by the end of the

scheduled bidding phase of a round and the bidder has not used the two allowable extensions.

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

VIII.F.25. Financial Guarantee

Each qualified bidder must post a financial guarantee, in the form of a letter of credit (or

bid bond), proportional to its indicative offer at the maximum starting price.

VIII.F.26. Free Eligibility

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

going price is said to be outbid. An outbid denied switch becomes a tranche of free eligibility.

The bidder can assign a tranche of free eligibility to any EDC(s) and, if the bidder wishes to

withdraw such a tranche, no exit price will be named and this tranche will not be retained.

VIII.F.27. Full-Requirements Service

FulI-requirements service means that the suppIier is responsible for fulfilling all the

requirements of a PJM LSE including capacity, energy, ancillary services, transmission, and

any other service as may be required by PJM.

VIILF.28. Going Price

The going price for an EDC in a round is the price at which the Auction Manager is

soliciting bids in that round. A bidder that submits a bid in a round declares itself ready to

supply the number oftranches bid for each EDC at the going price for the EDC.

VIII.F.29. Indicative Offer

An indicative offer specifies two numbers of tranches. The first number represents the

amount that the qualified bidder is willing to serve at the maximum starting price on a
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statewide basis (i.e., for atl EDCs combined). The second number represents the amount that

the qualified bidder is willing to supply at the minimum starting price on a statewide basis. At

each of the maximum and the minimum starting prices, the number of tranches indicated by the

qualified Ndder cannot exceed the statewide load cap. At the maximum starting price, the

number oftranches indicated by a qualitied bidder cannot be lower than two. Indicative offers

are provided with the Part 2 Application.

VIII.F.30. Initial Eligibility

See Eligibility and Initial Eligibility.

VIII.F.31. Minimum and Maximum Starting Prices

The minimum and maximum starting prices establish the range of possible starting

prices for the Auction: each EDC will choose a starting price for round 1 of the Auction that is

between the minimum and the maximum starting prices. The EDCs will agree on the statewide

minimum and maximum starting prices.

VIII.F.32. MW-Measure

The approximate measure in MW of a single tranche for an EDC, given the CIEP Peak

Load Share for the EDC and the percentage of load represented by the tranche.

VIII.F.33. Outbid (Denied Switches)

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

going price is said to be outbid.

VIII.F.34. Oversupply Ratio

The oversupply ratio is the ratio of the excess supply on an EDC to a measure of the

maximum possible excess supply on that EDC. The measure of the maximum possible excess

supply on the EDC takes into account the total excess supply in the Auction, the statewide load

cap, and the number of registered bidders.

VIII.F.35. Part 1 Application

In their Part 1 Applications, interested parties will be asked to submit financial

information so that the EDCs can assess their creditworthiness. In addition, interested parties
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will be asked to comply with other qualification criteria including agreeing to comply with the

BGS-CIEP Auction Rules and agreeing to the terms of the BGS-CIEP Supplier Master

Each interested party will also be asked to agree that if the interested party is

successfi~ in its Part 1 Application it will keep confidential the list of other successful

applicants and it will not assign its rights or substitute another entity in its place.

VIILF.36. Part I Application Date

Date at which Part 1 Applications are due. This date will be set no eartier than 10 days

after the maximum and minimum starting prices have been announced.

VIII.F.37. Part 2 Application

In the Part 2 Application, qualified bidders will make a number of certifications to

ensure compliance with the association and confidential information portion of these rules.

Each qualified bidder is also asked to agree to keep confidential the list of other successful

applicants; to agree that the submission of any bid creates a binding and irrevocable offer to

provide service under the terms of the BGS-CIEP Supplier Master Agreement; and not to

assign its rights or substitute another entity in its place.

VIII.F.38. Part 2 Application Date

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

before the start of the Auction.

VIII.F.39. Product in the Auction

A product in the (BGS-CIEP) Auction is the BGS-CIEP Load for an EDC for a one-

year supply period.

VIII.F.40. Qualified Bidder

An interested party that has submitted a Part 1 Application and that has satisfied all

conditions of the Part 1 Application becomes a qualified bidder. Interested parties will be

notified that they have qualified no later than ttu-ee days after the Part 1 Application Date.
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VIII.F.41. Recess

A recess is a suspension of the Auction for a period of no less than twenty minutes,

giving bidders more time to consider their bids. A bidder may request a recess in the

calculating phase or the reporting phase of a round. Each bidder is allowed one recess during

the Auction. A bidder cannot request a recess in the first ten rounds of the Auction. Starting in

the eleventh round, a bidder may request a recess in a round if the total excess supply in the

Auction reported in the previous round was 20 or fewer tranches.

VIII.F.42. Reductions

Reductions in the number of tranches bid on an EDC for which the price has ticked

down can be in the form of a withdrawal (i.e., reducing the number of tranches bid on an EDC

without increasing the number of tranches bid on other EDCs, and thus reducing the number of

trar~ches bid in total) or a switch (i.e., re-assigning the total number of tranches bid so that the

number of tranches bid on one or several EDCs is reduced, but the number of tranches bid on

other EDCs is increased by the same amount).

VIII.F.43. Registered Bidder

A qualified bidder that submits a Part 2 Application and that satisfies all conditions of

the Part 2 Application becomes a registered bidder. Conditions of the Part 2 Application

include the submission of an indicative offer and financial guarantees. These conditions also

include making certifications relating to the Association and Confidential Information Rules or,

if not all these certifications can be made, providing additional information to the Auction

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

VIII.F.44. Reporting Phase

The reporting phase is the third and final phase of a round, during which the Auction

Manager informs the bidders of the results of that round’s bidding phase. All bidders are

informed of the going prices for the next round’s bidding phase and are provided with a range

of total excess supply. Each bidder privately receives the results of the bidder’s own bid from

that round, indicating to each bidder its obligation at this point in the Auction.
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VIII.F.45. Round

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

phase, a calculating phase, and a reporting phase.

VIII.F.46.

Prices and exit prices are in dollars per MW-day and are rounded offto the nearest cent.

VIII.F.47. RSCP Load

RSCP Load is the retail load excluding the CIEP Load.

VIILF.48. Session

Each day in the Auction will consist of two bidding sessions of roughly equal length.

Each bidding session will consist of a number of rounds.

VIILF.49. Starting Prices

The starting prices are announced three days before the Auction starts. The starting

prices are the going prices in round 1.

VIII,F.50. Statewide Load Cap

The statewide load cap is a maximum on the number of tranehes that a bidder can bid

and win statewide.

VIII.F.51. Switches and Switching

Switching involves an increase in the number of tranches bid on some EDCs while at

the same time a reduction in the number of tranches bid on other EDCs. Switching (without a

simultaneous reduction of tranches through a withdrawal) occm-s when a bidder reallocates its

tranches bid without changing the total number of tranches bid on all EDCs. Switching alone

has no effect on eligibility.

VIII.F.52. Switching Priority

A switching priority is a preference assigned to one of the EDCs for which a bidder is

increasing its number of tranches bid. The bidder is required to assign a switching priority

when the bidder is increasing the number oftranches bid for more than one EDC.
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VIII.F.53. Target Eligibility Ratio

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

Time-Out

A time-out is a pause in the Auction. A time-out suspends activity in, the Auction for a

period of up to four hours. The Auction Manager can call a time-out at any time during a

round.

Total Excess Supply

The total excess supply in the Auction is the sum, over all EDCs for which the number

of tranches bid exceeds the tranche target, of the excess supplies for the individual EDCs, plus

trenches of free eligibility.

VIII.F.56. Tranche

A tranche of one EDC is a full-requirements tranche. A tranche is a fixed percentage

share of the BGS-CIEP Load of an EDC for the period June 1, 2019 to May 31, 2020.

VIII.F.57. Tranche Size

The tranche size of an EDC in this Auction is the percentage share of the BGS-CIEP

Load of the EDC represented by one tranche.

VIII.F.58. Tranche Target

The tranche target is the number oftranches available at the Auction for an EDC.

VIII.F.59. Withdrawal

A bidder reduces the number of tranches bid on an EDC through a withdrawal when the

bidder is reducing the number of tranches bid on an EDC, while not increasing the number of

tranches bid on other EDCs, and thus reducing the number of tranches bid in total. A bidder

who does not bid a tranche of free eligibility in the round when it becomes available is making

a withdrawal.
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Tranches

Data for sample calculations are provided in the table below. The second colunm of the

table provides, for each EDC, the 2018 CIEP Peak Load Share on a proxy day. The third

column provides the number of t-ranches for each EDC, which is the tranche target. The

number of tranches is rounded to the nearest non-zero integer. The last column provides the

MW-measure, which is the size of the tranche multiplied by the CIEP Peak Load Share.

Table VIII-4. Sample Data

CIEP Peak Load Share Number of    Size of tranche MW-Measure
EDC (MW) tranches (%)

PSE&G 1,797.77 24 4.17% 74.91

JCP&L 805.89 11 9.09% 73.26

ACE 318.40 4 25.00% 79.60

R~CO 56.00 i 100.00% 56.00

Total 2,9 78. 06 40

For ACE, the CIEP Peak Load Share is 318.40 MW. The size ofa tranche is 25%. The

MW-measure is then 79.60 MW, or 25% of 318.40 MW.

VIII.G.2.    Decrements

The caIculation of the size of the decrement, A, is based on the oversupply ratio, y,

which is the ratio of the excess supply on an EDC to an estimate of the maximum excess

supply:

B-TTy =
"""-IRES, n. rain { S WL C, TT } - TT )

The numerator is the excess supply on an EDC, which is the number of tranches bid at the

going price (B) minus the tranche target (TT). The denominator is a measure of maximum

possible excess supply. The excess supply on an EDC must be less than or equal to the total

excess supply in the Auction. REff is the upper bound of the range of total excess supply
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re_ported to bidders and serves as a measure of total excess supply in the Auction. The excess

supply on ax~ EDC must also be tess than or equal to the excess supply that would result from

all bidders bidding the maximum possible number of tranches on the EDC. The maximum

possible number oftranches that can. be bid on an EDC is either the statewide load cap (SWLC)

or the tranche target (TT), whichever is lower. Thus, the excess supply that would resuIt from

all bidders bidding the maximum possible number of t-ranches on the EDC would be

n.min{SWLC, TT}-TT tranches, namely the number of registered bidders (n) times the

statewide load cap (SWLC) or the tranche target (TT), minus the tranche target (to get a

measure of excess supply). The estimate of maximum possible excess supply for the EDC used

for the decrement rule is RES, or the measure based on the number of registered bidders and

the load cap (n .min{SWLC, TT}-TT ), whichever is smaller.

Regime !

The Auction starts in Regime 1.

used.

In Regime 1, the following decrement formulas will be

If an EDC’s tranche target is 20 tranches or more, the decrement for that EDC is set as a

series of steps. Using this rule, the smallest decrement would be 0.5% (and the amount of the

decrease in price would be rounded off to the nearest cent). The smallest decrement would be

in effect when the oversupply ratio is at or below a pre-determined value (but above 0). The

decrement is never more than 5% (subject to rounding off). The largest decrement would be in

effect when the oversupply ratio is above that pre-determined maximum value.

The following series of steps will be used:

0.0050 if y _< 0.11

0.0175 if 0.11 <?< 0.28

0.0300 if 0.28 < q, _< 0.44

0.0400 if 0.44 < ? < 0.60

0.0500 if 7 > 0.60

When the oversupply ratio is at or below a value of 0.1100 (but above 0), the decrement is set

at 0.50%. When the oversupply ratio is at or below a value of 0.2800 (but above 0.1100), the

decrement is set at 1.75%. When the oversupply ratio is at or below a value of 0.4400 (but
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above 0.2800), the decrement is set at 3%. When the oversupply ratio is at or below a value of

0.6000 (but above 0.4400), the decrement is set at 4%. When the oversupply ratio is above

0.6000, which means that the excess supply on the EDC exceeds 60.00% of its maximum, the

decrement is set at 5%.

If an EDC’s tranche target is between 10 and 19 tranches (inclusive), the decrement for

that EDC is set as a series of steps. Using this rule, the smallest decrement would be 0.5% (and

the amount of the decrease in price would be rounded off to the near~st cent). The smallest

decrement would be in effect when the oversupply ratio is at or below a pre-deterrnined value

(but above 0). The decrement is never more than 5% (subject to rounding off). The largest

decrement would be in effect when the oversupply ratio is above that pre-determined maximum

value.

The following series of steps will be used:

0.0050

0.0175

A= | 0.0300

0.0400

0.0500

if 7<0.11

if 0.11 <7<0.28

if 0.28 < 3’ < 0.44

if 0.44 < 7 < 0.60

if 7 > 0.60

When the oversupply ratio is at or below a value of 0.t 100 (but above 0), the decrement is set

at 0.50%. When the oversupply ratio is at or beIow a value of 0.2800 (but above 0.I100), the

decrement is set at 1.75%. When the oversupply ratio is at or below a value of 0.4400 (but

above 0.2800), the decrement is set at 3%. When the oversupply ratio is at or below a value of

0.6000 (but above 0.4400), the decrement is set at 4%. When the oversupply ratio is above

0.6000, which means that the excess supply on the EDC exceeds 60.00% of its maximum, the

decrement is set at 5%.

If an EDC;s tranche target is between 3 tranches and 9 tranches (inclusive), the

decrement for that EDC is set as a series of steps. Using this rule, the smallest decrement would

be 1.75% (and the amount of the decrease in price would be rounded off to the nearest cent).

The smallest decrement would be in effect when the oversupply ratio is at or below a pre-

determined value (but above 0). The decrement is never more than 5% (subject to rounding
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off). The largest decrement would be in effect when the oversupply ratio is above that pre-

determined maximum value.

The foltowing series of steps will be used:

I
0.0175 if 5’ N 0.22

A = 0.03 tf 0.22 < 7 < 0.44

0.05 if 7 > 0.44

When the oversupply ratio is at or below a value of 0.2200 (but above 0), the decrement is set

at t.75%. When the oversupply ratio is at or below a value of 0.4400 (but above 0.2200), the

decrement is set at 3%. When the oversupply ratio is above 0.4400, which means that the

excess supply on the EDC exceeds 44.00% of its maximum, the decrement is set at 5%.

If an EDC’s tranche target is 2 tranches or fewer, the decrement for that EDC is set as a

series of steps. Using this rule, the smallest decrement would be 3% (and the mount of the

decrease in price would be rounded off to the nearest cent). The smallest decrement would be

in effect when the oversupply ratio is at or below a pre-determined value (but above 0). The

decrement is never more than 5% (subject to rounding off). The largest decrement woutd be in

effect when the oversupply ratio is above that pre-determined maximum value.

The following series of steps will be used:

0.03 if 7 -< 0.20

0.05 if 3’ > 0.20

When the oversupply ratio is at or below a value of 0.2000 (but above 0), the decrement is set

at 3%. When the oversupply ratio is above 0.2000, which means that the excess suppIy on the

EDC exceeds 20.00% of its maximum, the decrement is set at 5%.

Change from Regime 1 to 2

Decrements continue to be calculated by the decrement formulas of Regime 1 until the

going prices for round 4 are calculated. After that time, in the first round in which the upper

bound of the total excess supply range (RES) reported to bidders is

Greater than 20 tranches; and
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At least 10 tranches fewer than the upper bound of the total excess supply range

reported to bidders in round 1;

then the decrement formulas of Regime 2 will be used for the going prices in the next round.

If, in the first round in which RES is at least 10 tranches fewer than RES in round 1, it is also

the case that the upper bound of the total excess supply range reported to bidders is 20 tranches,

the decrement formulas of Regime 3 will be used for the going prices in the next round and for

the remainder of the Auction.

Regime 2

In Regime 2, the following decrement formuIas will be used.

If an EDC’s tranche target is 20 tranches or more, the decrement for that EDC is set as a

series of steps. Using this rule, the smallest decrement would be 0.375% (and the mnount of the

decrease in price would be rounded off to the nearest cent). The smallest decrement would be

in effect when the oversupply ratio is at or below a pre-determined value (but above 0). The

decrement is never more than 3.75% (subject to rounding off). The largest decrement would be

in effect when the oversupply ratio is above that pre-determined maximum value.

The following series of steps will be used:

0.00375 if 7<0.11

0.01250 if 0.1t <7<0.28

0.02250 if 0.28 < 7 < 0.44

0.03000 if 0.44 < 7 -< 0.60

0.03750 if 7 > 0.60

When the oversupply ratio is at or below a value of 0.1100 (but above 0), the decrement is set

at 0.375%. When the oversupply ratio is at or below a value of 0.2800 (but above 0.t 100), the

decrement is set at 1.25%. When the oversupply ratio is at or betow a value of 0.4400 (but

above 0.2800), the decrement is set at 2.25%. When the oversupply ratio is at or below a value

of 0.6000 (but above 0.4400), the decrement is set at 3%. When the oversupply ratio is above

0.6000, which means that the excess supply on the EDC exceeds 60.00% of its maximum, the

decrement is set at 3.75%.



.PROVISIONAL BGS-CIEP AUCTION RULES - 72 -

If an EDC’s tranche target.is between 10 and 19 tranches (inclusive), the decrement for

that EDC is set as a series of steps. Using this rule, the smallest decrement would be 0.375%

(and the amount of the decrease in price would be rounded off to the nearest cent). The

smallest decrement would be in effect when the oversupply ratio is at or below a pre-

determined value (but above 0). The decrement is never more than 3.75% (subject to rotmding

off). The largest decrement would be in effect when the oversupply ratio is above that pre-

determined maximum value.

The following series of steps will be used:

0.00375 if ’~_<O.ll
0.01250 ~f O.ll < ~,_< o.28
0.02250 if 0.28 < ? < 0.44

0.03000 if 0.44 < ~, < 0.60

0.03750 if "t’ > 0.60

When the oversupply ratio is at or below a value of 0.1100 (but above 0), the decrement is set

at 0.375%. When t~e oversupply ratio is at or below a value of 0.2800 (but above 0.1100), the

decrement is set at 1.25%. When the oversupply ratio is at or below a value of 0.4400 (but

above 0.2800), the decrement is set at 2.25%. When the oversupply ratio is at or below a value

of 0.6000 (but above 0.4400), the decrement is set at 3%. When the oversupply ratio is above

0.6000, which means that the excess supply on the EDC exceeds 60.00% of its maximum, the

decrement is set at 3.75%.

If an EDC’s tranche target is between 3 tranches and 9 tranches (inclusive), the

decrement for that EDC is set as a series of steps. Using this rule, the smallest decrement would

be 1.25% (and the amount of the decrease in price would be rounded off to the nearest cent).

The smallest decrement would be in effect when the oversupply ratio is at or below a pre-

determined value (but above 0). The decrement is never more than 3.75% (subject to rounding

off). The largest decrement would be in effect when the oversupply ratio is above that pre-

determined maximum value.
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The following series of steps will be used:

0.01250 if 3’ < 0.22
A = 0.02250 if 0.22 < 3’ < 0.44

0.03750 if 3’ > 0.44

When the oversupply ratio is at or below a value of 0.2200 (but above 0), the decrement is set

at 1.25%. When the oversupply ratio is at or below, a value of 0.4400 (but above 0.2200), the

decrement is set at 2.25%. When the oversupply ratio is above 0.4400, which means that the

excess supply on the EDC exceeds 44.00% of its maximum, the decrement is set at 3.75%.

If an EDC’s tranche target is 2 tranches or fewer, the decrement for that EDC is set as a

series of steps. Using this rule, the smallest decrement would be 2.25% (and the amount of the

decrease in price would be rounded off to the nearest cent). The smallest decrement would be

in effect when the oversupply ratio is at or below a pre-determined value (but above 0). The

decrement is never more than 3.75% (subject to rounding off). The largest decrement would be

in effect when the oversupply ratio is above that pre-determined maximum value.

The following series of steps will be used:

0.0225 if "~ < 0.20

0.0375 if 7 > 0.20

When the oversupply ratio is at or below a value of 0.2000 (but above 0), the decrement is set

at 2.25%. When the oversupply ratio is above 0.2000, which means that the excess supply on

the EDC exceeds 20.00% of its maximmn, the decrement is set at 3.75%.

Change from Regime 2 to 3

In the first round:

After the going prices for round 4 are calculated; and

In which the upper bound of the total excess supply range reported to bidders is

20 tranches;

then the decrement formulas of Regime 3 will be used for the going prices in the next round

and for the remainder of the Auction.
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Regime 3

In Regime 3, the following decrement formulas will be used.

If an EDC’s tranche target is 20 tra_nches or more, the decrement for that EDC is set as a

series of steps. Using this mac, the smallest decrement would be 0.25% (and the amount of the

decrease in price would be rounded off to the nearest cent). The smallest decrement would be

in effect when the oversupply ratio is at or below a pre-determined value (bin above 0). The

decrement is never more than 2.5% (subject to rounding off). The largest decrement would be

in effect when the oversupply ratio is above that pre-determined maximum value.

The following series of steps wit1 be used:

0.0025 if ~t < 0.16

0.0100 if 0.16 < ? < 0.36

0.0t50 if 0.36 < 3’ < 0.56

0.0250 if 3’ > 0.56
When the oversupply ratio is at or below a value of 0.1600 (but above 0), the decrement is set

at 0.25%. When the oversupply ratio is at or below a value of 0.3600 (but above 0.1600), the

decrement is set at 1%. When the oversupply ratio is at or below a value of 0.5600 (but above

0.3600), the decrement is set at 1.5%. When the oversupply ratio is above 0.5600, which

means that the excess supply on the EDC exceeds 56.00% of its maximum, the decrement is set

at 2.5%.

If an EDC’s ~che target is between 10 and 19 tranches (inclusive), the decrement for

that EDC is set as a series of steps. Using this rule, the smallest decrement wouId be 0.25%

(and the amount of the decrease in price would be rounded off to the nearest cent). The

smallest decrement would be in effect when the oversupply ratio is at or below a pre-

determined value (but above 0). The decrement is never more than 2.5% (subject to rounding

off). The largest decrement would be in effect when the oversupply ratio is above that pre-

determined maximum value.
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The following series of steps will be used:

0.0025 if ? < 0.I6

0.0100 if 0.16 < ? < 0.36

0.0150 if 0.36 < 3~ < 0.56

0.0250 if ~ > 0.56

When the oversupply ratio is at or below a value of 0.1600 (but above 0), the decrement is set

at 0.25%. When the oversupply ratio is at or below a value of 0.3600 (but above 0.1600), the

decrement is set at 1%. When the oversupply ratio is at or below a value of 0.5600 (but above

0.3600), the decrement is set at 1.5%. When the oversupply ratio is above 0.5600, which

means that the excess supply on the EDC exceeds 56.00% of its maximum, the decrement is set

at 2.5%.

If an EDC’s tranche target is between 3 tranches and 9 tranches (inclusive), the

decrement for that EDC is set as a series of steps. Using this rule, the smallest decrement would

be 1.00% (and the amount of the decrease in price would be rounded off to the nearest cent).

The smallest decrement would be in effect when the oversupply ratio is at or below a pre-

determined value (but above 0). The decrement is never more than 2.5% (subject to rounding

off). The largest decrement would be in effect when the oversupply ratio is above that pre-

determined maximum value.

The following series of steps will be used:

0.0t0 if 3’ < 0.27

0.025 if y > 0.27

When the oversupply ratio is at or below a value of 0.2700 (but above 0), the decrement is set

at 1%. When the oversupply ratio is above 0.2700, which means that the excess supply on the

EDC exceeds 27.00% of its maximum, the decrement is set at 2.5%.

If an EDC’s tranche target is 2 tranches or fewer, the decrement for that EDC is set as a

series of steps. Using this rule, the smallest decrement would be 1.5% (and the amount of the

decrease in price would be rounded off to the nearest cent). The smallest decrement would be
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in effect when the oversupply ratio is at or .below a pre-determined value (but above 0). The

decrement is never more than 2.5% (subject to rounding off). The largest decrement would be

in effect when the oversupply ratio is above that pre-determined maximum value.

The following series of steps will be used:

J 0.015
if 3’ < 0.20

0.025 if 7 > 0.20

When the oversupply ratio is at or below a value of 0.2000 (but above 0), the decrement is set

at 1.5%. When the oversupply ratio is above a maximm~a value of 0.2000, which means that

the excess supply on the EDC exceeds 20.00% of its maximum, the decrement is set at 2.5%.
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IX.A. Introduction

IX.A.1. Overview

The four New Jersey Electric Distribution Companies ("EDCs") are Atlantic City Electric

Company ("ACE"), Jersey Central Power & Light Company ("JCP&L"), Public Service Electric

and Gas Company ("PSE&G"), and Rockland Electric Company ("RECO"). Approximately

one-third of each EDC’s Basic Generation Service Residential Smalt Commercial Pricing

("BGS-RSCP") Load was procured in an Auction held in February 2018 and is under contract

until May 31,202t. Approximately one-third of each EDC’s BGS-RSCP Load was procured

through an Auction held a year earlier in February 2017 and is under contract until May 31,2020.

The remainder of each EDC’s BGS-RSCP Load was procured through an Auction held in

February 2016 and these contracts wilI expire on May 31, 2019. The EDCs are proposing to

procure full-requirements service for the period June i, 2019 to May 31, 2022, through a single,

statewide Auction to be held in February 2019. Each EDC’s BGS-RSCP Load includes the Ioad

of all BGS customers except large customers in rate classes excluded from BGS-RSCP Load as

described in Table IX-1 below.

An EDC’s BGS-RSCP Load will be divided into a number of tranches, each representing

the same percentage of that EDC’s BGS-RSCP Load. The MW-measure of each tranche is

announced prior to the Auction, and is expected to be close to 100 MW of RSCP Peak Load

Share. Table IX-2 provides, for each EDC, the number of tranches that were procured in the 2017

BGS-RSCP Auction, the nttmber oftranches that were procured in the 2018 BGS-RSCP Auction,

and the number oftranches to be procured in the 2019 BGS-RSCP Auction.

Suppliers wi11 be bidding for the right to serve a portion of BGS-RSCP Load for one or

more EDCs over the three-year period from June 1, 2019 to May 31, 2022. The EDCs will

proct~e their BGS-RSCP Loads through a simultaneous descending clock auction ("clock

auction"). The clock auction proceeds in a series of rounds. During the bidding phase of each

round, each bidder must indicate how many tranches of each EDC’s BGS-RSCP Load the bidder

wishes to serve given the prices announced by the Auction Manager. The prices will be in cents

per kilowatt-hour. A bid is the number oftranches of each EDC’s BGS-RSCP Load that a bidder

wants to serve. After the bidding phase of a round, the Auction Manager reduces the price for

the tranches of an EDC by a decrement if the number of tranches bid by all bidders is greater
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than the number oftranches that are needed for that EDC. The Auction Manager then announces

new prices for each EDC before bidding in the next round opens. The Auction continues and the

prices tick down until, for each EDC, the totaI number of tranches subscribed falls to the point

where it equals the number of tranches needed. When the Auction ends, the bidders holding

lxanches in the final round are the winners. All winners for an EDC’s tranches receive the same

price, as explained in section IX.C. 11.

The payments to suppliers for an EDC are shaped using seasonai factors. Payments from

June 1 through September 30 are shaped by the use of a multiplicative summer factor on the

Auction price, and payments for the remaining months are shaped by the use of a winter

multiplicative factor on the Auction price. The factors by which the Auction prices will be

multiplied to obtain the summer and winter payments are specific to each EDC. Provisional

seasonal factors are provided in section IX.A.3.

To the extent that the transmission rates change and that the Board of Public Utilities

("Board") approves a corresponding change to the BGS-RSCP customers’ rates: (1) if such a

change results in an increase in BGS-RSCP customers’ rates, then any additional revenues

collected as a resuIt of such an increase, once approved by the FERC in a final order and no

tonger subject to refund, would be to the benefit of BGS-RSCP suppliers; or (2) if such a change

results in a decrease in BGS-RSCP customers’ rates, then any decrease in revenues would result

in a reduction of payments to BGS-RSCP suppliers. The parm~aeters of what constitutes a change

in transmission rates are specified in Section 15.9 of the BGS-RSCP Supplier Master

Agreement.

At a given point in time, BGS-RSCP Load is served by suppliers that have won the right

to supply BGS-RSCP for rolling three-year terms. On June 1, 2019, one-third of the BGS-RSCP

Load will be served by suppliers with a three-year contract ending on May 31, 2020, one third of

the BGS-RSCP Load wii1 be served by suppliers with a three-year contract ending May31,2021,

and the remaining third will be served by suppliers with a three-year contract ending May 31,

2022. The rates paid by BGS-RSCP customers are a function of the tranche-weighted average

of the Auction prices obtained for the various contract terms adjusted for the seasonal payment

factors. BGS-RSCP is not an hourly service. BGS-RSCP rates will be established on the basis

of the Auction prices, filed with the Board and will be communicated to customers well in
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advance of the supply period. Each EDC describes, in its Company Specific Addendum, the rate

design methodology that it applies to its particular rate classes and rate structure. The EDCs will

provide to potential bidders all necessary infomaation concerning how Auction prices are

translated into customer rates, including a calculati .ng tool that displays the rate structure for each

EDC that would result from given prices in the 2019 BGS-RSCP Auction. The rate design will

apply from June 1, 2019 to May 31, 2020. The rate design may be revised for the supply period

starting Jurte 1, 2020.

Following the end of the Auction, the Board will decide whether to approve the Auction

restflts and if it does, winners will become authorized BGS-RSCP suppliers. All winners for an

EDC’s tranches receive the same price, as explained in section IX.C.11.

Basic Generation Service and Load to Be Procured

Basic Generation Service, or BGS, is the electric supply for those retail customers who

are not served by a third party supplier. BGS Load is the load associated with these customers,

and it is obtained by subtracting the load of third party suppliers from the retail load in an EDC

zone. For each EDC, BGS Load is divided into two portions, BGS Commercial andIndustriaI

Energy Pricing Load ("BGS-CIEP Load") and BGS Residential Small Commercial Pricing.

Load ("BGS-RSCP Load"). An EDC’s BGS-CIEP Load is defined to include the sum of the

hourly load of all BGS-CIEP customers, adjusted for losses. An EDC’s BGS-RSCP Load is

obtained by subtracting BGS-CIEP Load from BGS Load. Table IX-1 provides the list of rate

classes for which either all customers, or only customers with a peak load contribution of 500

kW or greater, must currently take BGS on a CIEP tariff or rate and that are thus excluded from

each EDC’s BGS-RSCP Load. All remaining customers are RSCP customers and such

customers may, if they choose BGS, take this service on an RSCP (rather than a CIEP) tariffor

rate. On any meter reading date and with requisite prior notice, a customer taking BGS-RSCP

may Switch to a third party supplier, and an RSCP customer taking service from a third party

supplier may switch to BGS-RSCP.
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Table IX-1.

EDC

Customers Who Must Take BGS on a CIEP Tariff (Excluded from BGS-
RSCP)

CustomersRate Class
Included

Description Voltage Level

JCP&L

High Tension Service (’~S-All GeneraI purposes at high 138,000V to
HV") voltages 230,000V

High Tension Service ("HTS-All General purposes at 26,400V to

PSE&G
Sub") subtransmission voltages 69,000V
Large Power and Lighting, All General purposes at primary 2,400V to
Primary Service ("LPL-P") distribution voltages. 13,200V
Large Power and Lighting, 500 kW or General purposes at secondary208V to 480V
Secondary Service ("LPL-S")greater distribution voltages

General Service Primary All General purposes at primary 2,400V to
("GP") distribution voltages 34,500 YV

General Service TransmissionAI1 General purposes at 34,500AV
("GT") transmission voltages

All High Tension Service 230,000V

ACE

RECO

General Service Secondary
("GS")
General Service Secondary
Time-of-Day ("GST’)

Transmission General Service
("TGS’)

Annual General Service-
Primary ("AGS-Primary")

Annual General Service-
Secondary ("AGS-
Secondary")

Monthly General Service
Primary ("MGS - Primary")
Monthly General Service
Secondary ("MGS -
Secondary")

Service Classification No. 7 -
Primary TOU Service and
Separately Metered Space
Heating Service

Service Classification No. 2 -
General Service

500 kW or
greater

500 kW or
greater

AII

500 kW or
greater

500 kW or
greater

500 kW or
greater

500 kW or
greater

All

500 kW or
greater

General purposes at secondary
distribution voltages

General purposes at secondary
distribution voltages

General purposes at high
voltages

General purposes at primary
distribution voltages

General purposes at secondary
distribution voltages

General purposes at primary
distribution voltages

General purposes at secondary
distribution voltages

Primary service customers
with demands exceeding 500
kW

General primary and secondary
service

120-480V

120-480V

23,000V or
higher

4,000 &
12,000V

120-480V

4,000 &
12,000V
120-480V

2,400V or
higher

All primary
and secondary
voltages
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For pmToses of the Auction, the BGS-RSCP Load for an EDC is called aproduct in the

Auction: the BGS-RSCP Load for PSE&G for a three-year supply period is a product in the

Auction, and the BGS-RSCP Load for RECO for a three-year supply period is another product

in the Auction, etc. Each product in the Auction is divided into units called tranches, each

representing the same percentage of that EDC’s BGS-RSCP load in this Auction. The number

of tranches that each EDC will procure in this Auction and the size of each tranche (i.e., the

percentage of the BGS-RSCP Load that each tranche represents for an EDC) are provided below

in Table IX-2. Table IX-2 also provides a MW-measure for each of an EDC’s tranches. The

MW-measure of each tranche is determined on the basis of the obligation attributable to all RSCP

customers (those who receive BGS and those who do not) drying 2018 (called the RSCP Peak

Load Share). The data in Table IX-2 are provisional. Following the October 2018 update of this

obligation by PJM, this table will be updated. The Auction Manager will provide the update no

later than 10 days before the suppliers must first apply to participate in the Auction.

Table IX-2. Number of,Tr,a,n,,ches and Provisional MW-Measures of Tranches per EDC
Tranches already Tranches to be procured in

procured 2019 for a three-year term

RSCP Peak    Total       2017        2018     Number Size ofMW-EDC       Load Share number of (one year (two years     of     trancheMeasure(MW) tranches remaining) remaining) tranches (%)

PSE&G 7,641.16 85 28 29 28 t.18% 89.90

JCP&Lt 4,508.97 53 15 20 18 1.89% 85.40

ACE 2,027.00 22 8 7 7 4.55% 92.14

RECO 400.00 4 2 1 1 25.00% 100.00

Total 14,577.13 164 53 57 54

The EDCs do not represent thateach tranche will have the loads shown above or any

particular value. The actual BGS-RSCP Load will depend upon many factors including customer

migration to third party suppliers and weather conditions. Bidders are responsible for evaluating

the uncertainties associated with BGS-RSCP Load.

The Public Power Association of New Jersey ("PPANJ") has petitioned the Board requesting authorization to
receive the entire St. Lawrence allocation on behalf of PPANJ’s members. JCP&L wilI continue to serve the 10
MW of load associated with the St. Lawrence allocation pending a final determination by the Board.
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Payment to BGS-RSCP Suppliers

Winners at the Auction axe authorized to become BGS-RSCP suppliers by the Board. A

BGS-RSCP supplier provides full-requirements service for the percentage of the EDC’s BGS-

RSCP Load for a given supply period corresponding to the number oftranches won by the BGS-

RSCP supplier for that supply period. Full-requirements service means that the BGS-RSCP

supplier is responsible for fulfilling all the requirements of a PJM Load Serving Entity ("LSE")

including capacity, energy, ancillary services and transmission, and any other service as PJM

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

To the extent that the rates change and that the Board approves a corresponding change

to the BGS-RSCP customers’ rates: (1) if such a change results in an increase in BGS-RSCP

customers’ rates, then any additional revenues collected as a result of such an increase, once

approved by the FERC in a final order and no longer subject to refund, would be to the benefit

of BGS-RSCP suppliers; or (2) if such a change results in a decrease in BGS-RSCP customers’

rates, then any decrease in revenues would result in a reduction of payments to BGS-RSCP

suppliers. The parameters of what constitutes a change in transmission rates are specified in

Section 15.9 of the BGS-RSCP Supplier Master Agreement.=

In the summer, each BGS-RSCP supplier for an EDC receives the Auction price for that

EDC times an EDC-specific summer factor for every kWh of load served. In the winter, each

BGS-RSCP supplier for an EDC receives the Auction price for that EDC times an EDC-specific

winter factor for every kWh of load served. The Ioad served by a BGS-RSCP supplier is equal

to the BGS-RSCP supplier’s share (the number of tranches won thnes the size of the tranche)

times the EDC’s BGS-RSCP Load.

Table IX-3 provides provisional EDC-specific seasonal factors. The final EDC specific

seasonaI factors will be detem~ned no later than 6 days2 before the Auction and, once

determined, will apply for the entire three years of the supply period. The Auction Manager will

announce any revisions to the EDC-specific seasonal factors.

2 Unless otherwise specified, "days" refers to business days.
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Table IX-3. Provisional EDC-Specific Summer Factors and Winter Factors
EDC                               JCP&L ACE R~CO

1.0000 1.0000 1.0000 1.0000

Winter Factor 1.0000 1.0000 1.0000 1.0000

If, for an EDC, the rate design methodology results in an EDC-specific summer factor

less than 1 and an EDC-specific winter factor greater than 1, then both EDC-specific factors will

be set to 1. When both the EDC-specific summer factor and the EDC-specific winter factor are

set to 1 for an EDC, BGS-RSCP suppliers for that EDC are paid the Auction price for that EDC

for every kWh of load served in all months of the three-year suppIy period.

Example 1.3
Suppose that an EDC’s summer factor is 1.0230 and its winter factor is 0.9857.
A bidder at the Auction wins 2 of the EDC’s tranches at a price of 10.000C/kWh. The bidder
receives 10.230¢ (10.000¢ x 1.0230) for each kWh of load served in the summer and 9.857¢
(10.000¢ x 0.9857) for each kWh of load served in the winter.

Reliance on Product Definition, Payment Information, Rates, and Customer
Switching in These Rules

Information regarding the definition of a product ,in the Auction and information

regarding the payment bases given in these Auction Rules are solely for the convenience of

bidders and are not to be relied upon by bidders. The BGS-RSCP Supplier Master Agreement

posted on the BGS Auction website is the document that provides the official definitions of

products in the Auction and payment terms. Information regarding rates paid by customers and

information on rules regarding the ability of customers to switch from or back to BGS-RSCP

given in these Auction Rules are solely for the convenience of bidders and are not to be relied

upon by bidders. Board Orders as well as the tariffs of each EDC are the documents that provide

official information in this regard.

All examples are for illustrative purposes. Prices, EDC load caps, the statewide load cap, and bids are illustrative
only.
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Beibre the Auction

Information Provided to Bidders

The EDCs make data available to potential bidders in advance of qualification. The data

series are posted to the BGS Auction website, http://www.bgs-auction.com/bgs.dataroom.asp.

The EDCs provide historical data, consisting of hourly load and daily capacity and

transmission peak load allocations, for the following load categories: total retail, BGS, CIEP,

BGS-CIEP, RSCP, and BGS-RSCP. The data include associated zonat losses.

The EDCs provide generally three years ofhist0rical data. All data series at a given point

in time use the contemporaneous definition of CIEP customers. The BGS-CIEP data for a given

month includes customers who take BGS on a CIEP tariff in force in that month. The CIEP data

includes customers who take BGS on a CIEP tariff in force in t~at month as well as CIEP

customers (as defined for that month) who are served by a third party supplier. BGS-RSCP and

RSCP data are derived as residuals; for example, RSCP Load is equal to total retail load less

CIEP Load, and BGS-RSCP Load is equal to the BGS Load less BGS-CIEP Load. The EDCs

provide monthly customer switching data (number of customers and estimated load) as currently

provided to the Board. Hourly load data series, peak load allocations, and switching statistics

are updated monthly. Some historical data series older than three years remain posted to the BGS

Auction website strictly for the convenience of bidders.

To the extent practicable, the EDCs will also provide additional data to assist bidders.

The EDCs will provide one-time customer counts and historical aggregate energy usage for

several groupings of customers who in the past were eligible to take BGS on an RSCP tariffbut

who are or will be required to take BGS on a CIEP tariff. These groupings may include:

customers 500 to 749 kW, 750 to 999 kW, 1,000 to 1,249 kW, 1,250 to 1,499 kW, and 1,500 kW

or greater. The EDCs may provide limited series of historical hourly load for specific customer

classes or customer groupings for which customers have interval meters. The EDCs may provide

load profiles for specific customer classes or customer groupings as well as additional historical

customer switching data.

No later than I0 days before interested parties first apply to participate in the Auction,

the Auction Manager will announce the EDC load caps, a statewide load cap, a statewide
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maximum starting price, and a statewide minimum starting price. At the same time, the Auction

Manager will provide the MW-measure of each tranche for each EDC, based on the percentage

of the RSCP Pe~ Load Share that a tranche represems. An EDC load cap is a maximum number

of ~ches of BGS-RSCP Load that any one bidder can bid and serve for that EDC. The

statewide load cap is a maximum number of rranehes of BGS-RSCP Load that amy one bidder

can bid in the Auction and serve statewide. The statewide load cap cannot exceed the sum of the

EDC load caps. An EDC load cap c~smot exceed the statewide load cap. The statewide load cap

timits the impact that any one bidder may have on the Auction; an EDC load cap limits an EDC’s

exposure to default by any single supplier in a given supply period. The minimum and maximum

starting prices establish the range of possible starting prices for the Auction: each EDC will

choose a starting Ievel for its price for round 1 of the Auction that is between the minimum and

the maximtma starting prices. The EDCs will agree on the statewide load cap, and on the

statewide minimum and maximum starting prices. Each EDC will set its EDC load cap. Board

Staff and the Board Consultant will review these decisions.

The EDCs will update the provisional EDC-specific seasonat factors provided in these

Auction RuIes at the time of the compliance filing. This update will be included in the final

Auction rules; however, the EDC-specific seasonal factors will still be provisional at that time.

No later than 6 days before the Auction, the Auction Manager will announce the final EDC-

specific seasonal factors that will apply for the entire three years of the supply period.

IX.B.2. Qualification Process

The application process is in two parts. All interested parties that have no impediments

to meeting the PJM LSE requirements can submit a Part 1 Application. There is no state

licensing requirement. Interested parties will be asked to submit financial information so that the

EDCs can assess their creditworthiness. In addition, each interested party will be asked to

comply with other qualification criteria that will have been agreed upon by all EDCs, including

agreeing to comply with the BGS-RSCP Auction Rules and agreeing to the terms of the BGS-

RSCP Supplier Master Agreement. Each interested party will also be asked to agree that if the

interested party is successful in its Part t Application it will keep confidential the list of other

successful applicants and it will not assign its rights or substitute another entity in its place. This

is to ensure that the entity that agrees to the BGS-RSCP Auction Rules in the Part 1 Application
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is also the entity submitting bids in the BGS-RSCP Auction, and to ensure that the entity that

agrees to the terms of the BGS-RSCP Supplier Master Agreement is the entity that will execute

the BGS-RSCP Supplier Master Agreement should the interested paxty become an Auction

winner. In accordance with these Auction Rules, execution of the BGS-RSCP Supplier Master

Agreement must occur within three days of Board certification of the Auction results and within

that period the Auction winner will demonstrate compliance with the creditworthiness

requirements set forth in the BGS-RSCP Supplier Master Agreement. Such creditworthiness

requirements will take into consideration all BGS obligations held by the Auction winner,

including those from past BGS Auctions.

Applications must be submitted no later than noon4 on the Part I Application Date, which

wilI be no earlier than ten (10) days after the maximum and minimum starting prices have been

almounced. All interested parties will have at least ten (10) business days to complete the Part 1

Application. Interested parties will be notified as to whether they succeeded in qualifying to

participate in the Auction no later than three days after the Part I Application Date. An interested

party that has qualified becomes a qualified bidder. The Auction Manager will send

simultaneously to each qualified bidder a list of all quaiified bidders, but the list of qualified

bidders will not be publicly disclosed. Interested parties, in their Part 1 Applications, will have

undertaken to maintain the confidentiality of the list of qualified bidders, and to destroy

documents with this information provided by the Auction Manager within five days of the Board

rendering a decision on the Auction results, as explained further in this document in section

IX.E.4 in the "Association and Confidential Information Rules".

QuaIified bidders that wish to participate in the Auction must submit a Part 2 Application

to the Auction Manager. Only qualified bidders may submit Part 2 Applications. Part 2

Applications must be submitted no later than noon on the Part 2 Application Date, which will

be no later than 10 days before the start of the Auction. In the Part 2 Application, qualified

bidders will make a number of certifications to ensure compliance with the association and

confidential information portion of these rules. These certifications, provided in section IX.E.4

below, ensure that each qualified bidder is bidding independently of other qualified bidders and

ensure the confidentiality of information regarding the Auction. Each qualified bidder is also

4 Unless otherwise specified, all times are Eastern Time Zone times.
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asked to agree to keep confidential the list of other successful applicant.s; to agree that the
submission of any bid creates a binding and irrevocable offer to provide service under the terms

of the BGS-RSCP Supplier Master Agreement; and not to assign its rights or substitute another

entity in its place. On an exceptional basis, the Auction Manager may consider requests for

substitution of another entity for a qualified bidder when the qualified bidder consolidates into,

amalgamates into, or merges into another corporate entity. Such a request may only be

considered if it is received prior to the Part 2 Application Date. TNs is to ensure that the entity

that agrees to comply with the Association and Confidential Information Rules is also the entity

submitting bids in the BGS-RSCP Auction, and to ensure that the entity that agrees that its bids

create a binding and irrevocable offer to provide service under the terms of the BGS-RSCP

Supplier Master Agreement is also the entity that will execute the BGS-RSCP Supplier Master

Agreement should the qualified bidder become an Auction winner. With their Part 2 Application,

qualified bidders wiI1 also be required to submit an indicative offer and to submit a financial

guarantee in proportion to their indicative offer.

A qualified bidder is associated with another qualified bidder if the two bidders have ties

that could allow them to act in concert or that could prevent them from competing actively against

each other in the Auction. The competitiveness of the Auction and the ability of the Auction

Process to deliver competitive prices may be harmed by the coordinated or collusive behavior

that associations facilitate. The Auction Manager, who may rely, among other factors, on the

number of independent competitors to set the Auction volume, would be using inaccurate

information unless associations are duly disclosed in the Part 2 Application. The Auction volume

is the number oftranches that the EDCs plan to purchase through the Auction. Associations may

be considered in setting the Auction volume and may be used in the application of load caps. See

section IX.E "Association and Confidential Information Rules" later in this document for precise

criteria.

Sanctions can be imposed on a bidder for failing to disclose information relevant to

determining associations, for coordinating with another bidder, or for failing to abide by any of

the certifications that the bidder will have made in its Part t and Part 2 Applications. Such

sanctions can include, but are not linaited to, loss of all rights to serve any BGS-RSCP Load won

in the Auction by such bidder, forfeiture of financial guarantees and other fees posted or paid,
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prosecution under applicable state and federal laws, debarment from participation in future BGS

Auctions, and other sanctions that the Board may consider appropriate. For any failure to

discIose information or any vioiation of the certifications, the Auction Manager will make a

recommendation to the Board on a possible sanction and the Board will make the final

dete~ination.

An indicative offer specifies two numbers of tranches. The first number represents the

amount that the qualified bidder is willing to serve at the maximum starting price on a statewide

basis (i.e., for all EDCs combined). The second number represents the amount that the qualified

bidder is willing to supply at the minimum starting price on a statewide basis. At each of the

maximum and the minimtnn starting prices, the number of tranches indicated by the qualified

bidder cannot exceed the statewide load cap.

Indicative offers are important in two respects. First, the EDCs may use the indicative

offers to inform their decision in setting the round 1 prices. Second, the number of tranches

indicated by the qualified bidder at the maximum starting price determines the qualified bidder’s

initial eligibility. As explained in the bidding rules in section IX.C.3, a bidder will never be able

to bid in the Auction on a number oftranches greater than the bidder’s initial eligibility. Thus,

the qualified bidder is encouraged to state the maximum possible number oftranches that it would

be willing to serve.

All quaIified bidders will also be required to provide their preliminary maximum interest

in each EDC. The number oftranches for an EDC cannot exceed the EDC load cap. However,

the stun of the qualified bidder’s preliminary maximum interest in each EDC at a given price can

exceed the statewide number oftranches that the qualified bidder is willing to serve at that price,

and it can also exceed the statewide load cap. Information that a qualified bidder provides

regarding its interest in any particular EDC has no effect on initiat eligibility or subsequent

bidding in the Auction.

Example 2.
Suppose that the EDC load caps are: 13 tranches for PSE&G; 8 tranches for JCP&L; 3 tranches
for ACE; and 1 tmnche for RECO (i.e., RECO has no EDC load cap). Suppose that the
statewide load cap is 20 tranches.
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A qualified bidder submits an indicative offer of 9 t-ranches at the maximum starting price. The
qualified bidder’s initiai eligibility is 9 tranches, and the qualified bidder will never be able to
bid on more than a total of 9 tranches during the Auction.
At the maximum starting price, the qualified bidder may indicate a preliminary maximum
interest in as many as 9 tranches ~br PSE&G, 8 tranehes fbr JCP&L, 3 tranches for ACE, and 1
tranche for RECO.
At the maximum starting price, the qualified bidder actually 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 maximum interest for RECO.
This means that of the 9 tranches that the qualified bidder is willing to serve statewide, the
qualified bidder is wiIling to serve at most 9 of them for PSE&G, 4 for JCP&L, and 2 for ACE.
The sum of the bidder’s preliminary maximum interest in each EDC at the maximum starting
price, 15 (9 + 4 + 2), exceeds the amotmt of the indicative offer at the maximum starting price
(9).

Each qualified bidder must post a financial guarantee, in the form of a letter of credit (or

bid bond), proportionaI to its initial eligibility. A financial guarantee of $500,000 per tranche is

required. Letters of credit (or bid bonds) must be in a form acceptable to the EDCs. Sample

letters of credit and sample bid bonds that are acceptable to the EDCs will be posted to the

Auction website. Depending upon the creditworthiness assessment made at the time of the Part

1 Application, additional security may be required. Any such additional security must be

submitted in a form acceptable to the EDCs. Sample credit instruments for this additional

security will be posted to the Auction website.

Example 3.
Suppose that the maximum starting price is 17.000C/kWh and suppose that the statewide
load cap is 20 tranches. A qualified bidder submits an indicative offer of 3 tranches at the
maximum starting price. The qualified bidder is advised at the time of qualification that it is ~
required to submit a financial guarantee of $500,000 per tranche but that no additional
security is required.
The qualified bidder posts a financial guarantee of $1,500,000, in the form of a letter of
credit (or bid bond). The letter of credit is in the standard form provided on the website and
is thus acceptable to all EDCs. The number oftranehes of the indicative offer does not
exceed the maximm~ of the statewide load cap of 20 tranches.
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For a Part 2 Application to be accepted, it must be complete, including its indicative offer,

preliminary maximum interest in each EDC, financial guarantees and additional security (if

necessary). The financial guarantees and additional security must be provided in a form

acceptable to all EDCs and must be sufficient to cover the indicative offer at the maximum

starting price. If its Part 2 Application is accepted, a qualified bidder becomes a registered

bidder. ~e Auction Manager will send simultaneously to each registered bidder a list of all

registered bidders and the total initial eligibility in the Auction. Neither the list of registered

bidders nor the total initial eligibility in the Auction will be released publicly. Qualified bidders,

in their Part 2 Applications, will have undertaken to maintain the confidentiality of the list of

registered bidders and the total initial eligibility in the Auction, and to destroy documents with

this information provided by the Auction Manager within five days of the Board rendering a

decision on the Auction results, as explained further in this document in section IX.E.4.

Financial guarantees and additional security (if required) will remain in full force until

the Board renders a decision on the Auction results and the bidder has won no tranches, or until

the Board renders a decision on the Auction results and the bidder has won tranches, has signed

the BGS-RSCP Supplier Master Agreement, and has complied with all creditworthiness

requirements of that agreement. The EDCs can collect the financial guarantees if bidders fail to

comply with their obligations.

BGS-RSCP suppliers must meet PJM LSE requirements by the start of the supply period.

IX.B.3. Starting Prices

Three days before the Auction starts, the Auction Manager informs all registered bidders

of each EDC’s starting price, which will be the price in round 1 of the Auction. Each EDC’s

starting price will be no higher than the statewide maximum starting price and no lower than the

statewide minimum starting price. Each EDC will set its own starting price in consultation with

the Auction Manager, Board Staff and the Board Consultant.

Extraordinary Events

The EDCs, in consultation with the Auction Manager, Board Staff and the Board

Consultant, may determine that, due to extraordinary events, the statewide maximum starting

price and the statewide minimum starting price require revision. In this event, the schedule may



PROVISIONAL BGS-RSCP AUCTION RULES - 17 -

also be revised. If the indicative offers have already been received, the Auction Manager would

request that the registered bidders (or the qualified bidders if registration had not been completed)

revise their indicative offers on the basis of the revised statewide maximum starting price and the

revised statewide minimum starting price.

For such a revision to be necessary, an extraordinary event must occur between the time

at which the statewide maximum starting price and the statewide minimum starting price are

announced (no later than 10 days before the Part 1 Application is due) and the day on which the

Auction starts. The EDCs, in consultation with the Auction Manager, Board Staff and the Board

Consultant, will agree that an event constitutes an extraordinary event. Such events could

include, for instance, the advent of war.

If an extraordinary event occurs during that time, the EDCs will determine a revised

statewide maximum starting price and a revised statewide minimum starting price, and may also

determine a revised schedule. Board Staff and the Board Consultant will review these decisions.

New indicative offers will be required from bidders. The determination of new maximum and

minimum starting prices, the submission of new indicative offers, and if necessary the

announcement of new starting prices, will be carried out so as to afford bidders sufficient time.

The EDCs, in consultation with the Auction Manager, Board Staff, and the Board

Consultant, may determine that, due to extraordinary events, one or more of the EDC-specific

winter and summer factors require revision. In this event, the schedule may also be revised.

For a revision of one or more of the EDC-specific summer and winter factors to be

necessary, an extraordinary event must occur after the final EDC-specific summer and winter

factors have been announced but before the Auction starts. The Auction Manager would provide

the opportunity for new indicative offers to be submitted on the basis of this revision. The

Auction Manager will provide bidders sufficient time to revise their indicative offers.

IX.C. Bidding Rules

We first present an overview of the Auction format.

bidding and other rules in detail.

We then proceed to explain the
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Overview of Auction Format

The Auction is a simultaneous, multiple round, descending clock auction. We can explain

this fo~at’s feat~es by simply "unpacking" this terminology.

The Auction is called simultaneous because tranches for all the EDCs are put on offer

through the same auction. The Auction proceeds in rounds. In a round, the Auction Manager

announces a price for each EDC. Bidders bid by providing the number oftranches that they are

willing to serve for each EDC at the prices announced by the Auction Manager. If the number

of tranches bid is greater than number of tranches needed for an EDC, the price for that EDC is

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

The Auction is called a descending clock auction because prices "tick down" throughout

the Auction, starting high and being reduced gradually until the supply bid is just sufficient to

meet the load to be procured. Prices that tick down in a round decrease by a decrement; a

decrement is a given percentage of the previous price. Bidders holding the final bids when the

Auction closes are the winners.

Example 4.
There are 21 bidders in the Auction. Suppose that the EDC load caps are: 13 tranches for
PSE&G, 8 tranches for JCP&L, 3 tranches for ACE, and 1 tranche for RECO (i.e., RECO has
no EDC load cap). Consider the following sample round.
ROUND 1

EDC Price (C/kWh) # Tranches # Tranches
bid desired

Excess supply Oversupply
ratio

PSE&G 15.000 78 28 50 0.714
JCP&L 15.000 35 18 17 0.243
ACE 15.000 9 7 2 0.036
RECO 15.000 1 1 0 0.000
The Auction Manager reduces the price for an EDC if the number of tranches bid is greater
than the number oftranches desired. The amount of the price reduction depends on the
oversupply ratio, which is the ratio of the excess supply on that EDC to an estimate of the
maximum possible excess supply on that EDC, taking into account the total excess supply in
the Auction. Roughly speaking, the larger the oversupply ratio for an EDC, the larger is the
portion of maximum excess supply that is actually on that EDC, and the larger is the price
decrease. A formula for the oversupply ratio is provided in section IX.G.2.
In round 1, all bidders combined stand ready to supply 78 tranches of PSE&G at a price of
15.000C/kWh. The number oftranches bid (78) exceeds the number oftranches desired (28)
by 50 tranches. The price for PSE&G will tick down.
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The actual excess suppls;on PsE&G is 50 t~anches. The maximum possible excess supply is
the total excess supply for all the EDCs in the Auction, or 69 (50 + 17 + 2 + 0). If all the
excess bids in the Auction had been bid on PSE&G, PSE&G would have 69 tranches of
excess supply. The estimate of the maximum excess supply used to calculate the oversupply
ratio is the upper bound of the range of total excess supply at the Auction reported to bidders,
which is 70. Thus, the oversupply ratio for PSE&G is 0.714 (50 / 70). Roughly speaking,
71% of the excess supply in the Auction is bid on PSE&G.
The calculation for ACE is similar. In. round 1, all bidders combined stand ready to supply 9
tranches of ACE at a price of 15.000C/kWh. The number of tranches bid (9) exceeds t_he
number of tranches desired (7) by 2 tranches. The price for ACE wilt tick down.
The actual excess supply on ACE is 2 tranches. For ACE, the maximum possible excess
supply is not the total excess supply for all the EDCs in the Auction (69 calculated above).
Indeed, with only twenty-one bidders in the Auction and a load cap of 3 tranches on ACE, the
maximum possible number oftranches bid on ACE is 63 (3 x 21). The maximum possible
excess suppty on ACE is 56 (63 - 7 = 56). For ACE, the oversupply ratio is 0.036 (2 / 56).
The oversupply ratio is calculated in the same way for all other EDCs.
The Auction Manager will Iower the price in round 2 for every EDC except RECO, since for
every EDC except RECO the number of tranches bid exceeds the number of tranches needed.
The largest decrement will be for PSE&G, which has the largest oversupply ratio, and the
smallest decrement will be for ACE, which has the smallest oversupply ratio.
In round 2 below, prices have fallen from round 1 for all but RECO. The price for PSE&G,
which had the largest decrement from round 1, fell the most; the price for ACE, which had the
smallest decrement from round 1, fell the least. Bidders submit new bids at these prices. The
total excess supply range reported to bidders is 56-60 (so that 60 is used as the measure of
total excess supply in calculating the oversupply ratio).

ROU~ 2

EDC Price (C/kWh) Excess supply

PSE&G
JCP&L
ACE
RECO

14.250
14.637
14.813
15.000

#T ranches
bid
60
38
9
5

# ’Tranehes
desired
28
t8
7
1

32
2O
2
4

Oversupply
ratio
0.533
0.333
0.036
0.2O0

Each EDC has more tranches bid than tranches desired. The Auction Manager will calculate
the decrement for each EDC from that EDC’s oversupply ratio and tower the price of each
EDC for the next round accordingly.

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

aspects should be briefly highlighted at the outset. These are as follows:

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

When the number of tranches bid in a round for an EDC does not exceed the number of
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tranches desired, the price for that EDC will not tick down for the next round. However,

as the Auction progresses and the prices for the other EDCs tick down, some bidders may

re-assign tranches and increase the nmnber oftranches bid on that EDC, which may cause

the price for the EDC to tick down again. Hence, the winners cannot be determined for

any one EDC until bidding stops for all EDCs. There is no matching of suppliers to

customers during the course of the Auction or selection of winners by the Auction

Manager. It is only at the end of the Auction that suppliers reveal themselves to be

winners by not withdrawing from the Auction.

If a bidder bid on an EDC in the preceding round and the price for the EDC’s tranches

did not tick down for the current round, the bidder cannot reduce the number oftranches

bid for that EDC in the current round, either through a withdrawal or a switch (these terms

are defined in sections IX.C.4.b and IX.C.4.c). Any bid is a binding obligation to accept

the BGS-RSCP supply responsibility at the price at which the bid was made for the three-

year supply period. The bidder may be able to reduce the number oftranches bid on that

EDC later in the Auction. If other bidders increase their number of tranches bid on the

EDC (because its price has remained high relative to the prices for other EDCs) and cause

the price for that EDC to tick down, the bidder will once again be able to reduce the

number oftranches bid on that EDC.

Bidders can never increase the total number oftranches they bid during the Auction. If a

bidder does not bid a tranche in the first round, that tranche cannot be bid later on. Once

a tranche is withdrawn, it can never be bid again.

All bidders that win tranches for a particular EDC and are authorized as suppliers by the

Board receive the same price per kWh of load served for that EDC drying the supply

period.

IX.C.2. Round Phases and Bidding Day

Each round of the Auction is divided into three phases: a bidding phase, a calculating

phase, and a reporting phase.

In the bidding phase of the round, bidders place bids. To be valid, a bid must be submitted

and verified in the bidding phase and processed by the Auction software. Bidders should allow
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time within the bidding phase of the round for submission, verification, and confirmation of the

bid by the Auction software. The time-stamp of a bid is the time at which the bid is confirmed.

A bidder that submits a bid in a round may change this bid as long as the bidding phase of the

round is still open. The last valid bid by the bidder in the round becomes a firm offer to supply

that cannot be rescinded.

In the calculating phase of the round, the Auction Manager tabulates the results of that

round’s bidding phase and calcuIates the prices for the next round. During this phase, bidders

cannot submit bids and bidders do not yet have access to the results from that round’s bidding

phase.

In the reporting phase of the round, the Auction Manager informs bidders that are still in

a position to win at the Auction of the results of that round’s bidding phase. All Auction results

are confidential as explained below in section IX.E.3. Bidders are informed of the going prices

for the next round’s bidding phase and are provided with a range of total excess suppty left in the

Auction. The going prices in a round are the prices at which the Auction Manager solicits bids

in the bidding phase of that round. (Total excess supply is defined more precisely in section

IX.C.5 and information provided concerning total excess supply is specified in more detail in

section IX.C.7 below.) A bidder receives no information regarding another bidder’s bid. Each

bidder privately receives the results of its own bid from that round, indicating to each bidder its

obligation at this point in the Auction.

A typical schedule for a bidding day will have a number of rounds in a moming session,

a lunch break, and then a similar number of rounds scheduled in an afternoon session. The round

times will speed up over the course of the Auction as bidders become more familiar with the

process and bidding becomes more routine.

Round 1 of the Auction

Definition Of a Bid

A bidder selects how many tranches it wants to serve for each EDC at the round 1 prices.

In round 1, a bid then consists of four numbers:

a number of tranches that the bidder wants to supply for PSE&G at the PSE&G round 1
price;
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¯ a number of trenches that the bidder wants to supply for JCP&L at the JCP&L round 1
price;

¯ a number oftranches that the bidder wants to supply for ACE at the ACE roux~d 1 price;
and

¯ a number of tranehes that the bidder wants to supply for RECO at the RECO round 1
price.

The EDCs are always ranked in decreasing order of the tranche targets; a tranche target is the

number oftranches needed for a given EDC.

The number of tranches that a bidder chooses for one EDC may or may not be the same

as the number oftranches that the bidder chooses for another EDC. A number oftranches is an

integer (0,1,2,...). A number of 0 (zero) for one EDC means that at the round 1 price for the

EDC the bidder does not want to supply any of the BGS-RSCP Load for that EDC.

Example 5.
Suppose that the round 1 prices are:

PSE&G     JCP&L ACE RECO
Price (C/kWh)         14.750 .... 15.0013     15.000 ........ 15.000
Then (10, 0, 3, 1) is a round 1 bid and it indicates that the bidder stands ready to supply I0
PSE&G tranches, no JCP&L tranches, 3 ACE tranches, and 1 RECO tranche at the round 1
prices.
EDC ...... Ps& G JCP, L geCO
Price (C/kWh)            14.750 15.000 15.000 15.000
Bid (tranches) 10 0 3 1

IX.C.3.b. Bidding Phase

The Auction Manager informs bidders of the starting prices for each EDC three days prior

to the Auction; these starting prices are the prices in force, or the going prices, for round 1 of the

Auction. The going prices in a round are the prices at which the Auction Manager solicits bids

in the bidding phase of that round.

Any bid submitted in round 1 must satisfy two conditions; the first condition relates to

the total number of tranches bid while the second relates to the number of tranches bid for any

one EDC. First, the total number of tranches bid cannot exceed the bidder’s initiaI eligibility.

As explained in section IX.B.2, the bidder’s initial eligibility is equal to the number of tranches

in the bidder’s indicative offer at the maximum starting price. As the bidder’s indicative offer
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cannot exceed the statewide load cap, the bidder’s bid automatically satisfies the statewide load

cap. Second, the number of trenches bid for any one EDC cannot exceed the EDC load cap.

Suppose that the EDC load caps are: 13 tranehes for PSE&G, 8 tranches for JCP&L, 3
tranches for ACE, and 1 tranche for RECO (i.e., R~CO has no EDC load cap). Suppose that
the statewide load cap is 20 tranches.
Bidder A submitted an indicative offer of 20 tranches at the maximum starting price. Bidder
A’s initial eligibility is 20 tranches.
Bidder A’s bid in round I is (10, 3, 3, 1). This bid satisfies all requirements:

In total, Bidder A is bidding on 17 tranches, which does not exceed Bidder A’s initial
eligibility of 20 tranches.

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

As explained further in section IX.C.9, the bidding phase in round 1 is automatically

extended for the convenience of bidders. If a bidder requests an extension in round 1, it will run

concurrently with the automatic extension.

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

The calculating phase of round 1 immediately follows the extended bidding phase. In the

ordinary course of events, the Auction Manager reviews the results and sets the prices that will

be in force in round 2 of the Auction. Round 1 moves to the reporting phase and the Auction

Manager reports to bidders the results of bidding in round 1 as well as the round 2 prices. The

price for an EDC is the same as the round 1 price when the number oftranches bid in round 1 is

insufficient to fili the tranche target for the EDC, or when the number of tranches bid for the

EDC is just equal to the tranehe target for the EDC. The price for an EDC ticks down when the

number oftranches bid on that EDC exceeds its tranche target. ~ Details on the amount by which

the price in each round is reduced are given in section IX.G.2. The Auction Manager also

provides to bidders an indication of the total excess supply in the Auction in round 1, as explained

in section IX.C.7. A bidder is not provided any infon~ation regarding any other individual

bidder’s bids.

The Auction Manager may call a pause in the Auction during the calculating phase of

round 1. This pause is called a time-out (see section IX.C.9 for additional details on time-outs).
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The Auction Manager will call this time-out if the Auction Manager needs to consider whether

to cut back the Auction volume to ensure the competitiveness of the Auction. it is not expected

that the Auction Manager would revise EDC load caps at that time except if the new tranche

target would fall below the EDC load cap, but the Auction Manager retains the discretion to make

revisions to the EDC load caps based on the revised Auction volume. It is not expected that the

Auction Manager would revise the statewide load cap, but the Auction Manager retains the

discretion to make such a revision based on the revised Auction volume, and will do so when the

reduced Auction volume falts below the statewide load cap.

As soon as practicable during the time-out, the Auction Manager will either announce

that the Auction volume will not change, or will announce the revised Auction volume, the

revised tranche target for each EDC, the revised statewide load cap (if applicable), and the EDC

toad caps (if applicable).

As soon as practicable during the time-out, the Auction Manager will start the reporting

phase of round 1. The Auction Manager will report to the bidders the prices in force for round 2

as well as an indication of the total excess supply in the Auction in round 1. (Total excess supply

is defined in section IX.C.5.) The manner in which the tranche targets for the EDCs will be

changed on the basis of the revised Auction volume will be announced no later than 10 days

before the Part 2 Application is due.

If an EDC load cap is reduced, and if a bidder’s number of tranches bid on that EDC is

greater than the reduced EDC load cap, then the Auction Manager reports that the bidder has a

number of tranches bid on the EDC just equal to the reduced EDC load cap. The Auction

Manager also reports that the tranches that the bidder had bid on that EDC in excess of the

reduced EDC load cap can be freely bid on any EDC in round 2. From round 1 to round 2, the

bidder does not lose the eligibility associated with the tranches that were bid in excess of the

reduced EDC load cap. If the statewide load cap is reduced because it exceeds the reduced

Auction volume, the Auction Manager reports to a bidder whose eligibility is greater than the

reduced statewide load cap that the bidder’s bid has been adjusted to conform to the reduced

statewide load cap. The bidder withdraws any excess eligibility in round 2.

If the Auction volume is cut back, each EDC will implement a Contingency Plan for its

trenches that have been removed from the Auction. Under their Contingency Plans, the EDCs
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will ptvchase necessary services to serve BGS-RSCP Load for one year, including installed

capacity, energy, transmission, and ancillary services through PJM-administered markets.

Pursuant to these Contingency Plans, which are described in more detait in the Company Specific

Addenda, the EDCs will not negotiate contracts with suppliers for BGS-RSCP Load after the

Auction.

The Auction Manager will use a confidential set of guidelines approved by the Board to

decide whether to cut back the Auction Volume and to determine the magnitude of any necessary

cutback. If the Auction volume is cut back, it will be cut back to the number of tranches bid in

round I divided by a parameter called the target eligibility ratio (a desired ratio of tranches bid

to the Auction volume). The precise value of this parameter depends on various factors, such as

the number of bidders and characteristics of individual bids.

Example 7.

In the bidding phase of round 1, the Auction volume is 54 tranches (this is the sum of the
tranche targets for all EDCs in the Auction: 28 + 18 + 7 + 1 = 54). Suppose that a total of
72 tranches are bid. Further, suppose that given the number of bidders and the
characteristics of the bids, the Auction Manager sets the target eligibility ratio at 1.5.
The actual eligibility ratio is approximately 1.33 (72 / 54). The Auction Manager reduces
the Auction volume to attain the target eligibility ratio of 1.5 by cutting back the volume by
6 tranches to 48 tranches (72 / 1.5 = 48).
After the volume cutback, there will be 1.5 tranches bid for every tranche to be purchased
through the Auction (72 / 48 = 1.5).

The Auction Manager may further cut back the Auction volume on the basis of the bids

as the Auction progresses, in accordance with the confidential guidelines approved by the Board.

If such a revision is necessary to ensure a competitive bidding environment, the Auction Manager

wilI call a time-out during the calculating phase of a round. As soon as practicable during the

time-out, the Auction Manager will advise the bidders of the revised Auction volume, the revised

tranche target for each EDC, the revised statewide load cap (if applicable), and the revised EDC

load caps (if applicable).

No later than three days before the start of the Auction, the Auction Manager may release

fitrther information regarding the possible values of the target eligibility ratio and the

circumstances under which a second volume cutback may be undertaken.
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IX.C.4. Bidding in Round 2

IX.C.4.a. Bid and Eligibility

A bidder selects how many tranches to serve from each EDC at the round 2 prices.

As stated in the introduction to the Auction fomaat in section IX.C.1, a bidder cannot

increase its total number of tranches bid at the round 2 prices from its total number of tranches

bid in round t. This is more generally expressed by saying that the bidder cannot exceed its

eligibility. A bidder’s eligibility in round 2 is the bidder’s total number oftranches bids in round

1. As in round 1, the number of tranches bid on any one EDC cannot exceed the EDC toad cap

for the EDC.

A bidder can always seIect the same number of tranches for each EDC in round 2 as in

round 1. A bidder that wishes to change the nmuber oftranches bid on a given EDC can reduce

the number oftranches bid as long as the price for that EDC has ticked down. Such reductions

in the number of trenches bid on an EDC for which the price has ticked down can be in the form

of a withdrawal or a switch. A bidder reduces the number oftranches bid on an EDC through a

withdrawal when the bidder is reducing the number of t-ranches bid on an EDC, not increasing

the number oftranches bid on other EDCs, and thus reducing the number of tranches bid in total.

A bidder reduces the number oftranches bid on an EDC through a switch when the bidder is re-

assigning the total nmnber oftranches bid so that the number of tranches bid on one or several

EDCs is reduced, but the number oftranches bid on other EDCs is increased by the same amount.

If a bidder re-assigns tranches, the total number of tranches that the bidder bids on at least one

EDC will increase, but the total number of tranches bid on all EDCs can_not increase. This is

explained in more detail below in sections IX.C.4.b and IX.C.4.c.

In addition to specifying the number oftranches that a bidder is prepared to serve for each

EDC, fully specifying a bid in round 2 may require the bidder to provide switching priorities or

exitprices (defined below). A bidder is required to provide switching priorities when increasing

the total number oftranches bid on two or more EDCs, as explained in section IX.C.4.c. A bidder

Given that the bidder’s round 1 bid satisfied the statewide load cap, and given that the bidder cannot increase its
total number oftranehes bid, the bidder’s bid will satisfy the statewide load cap in all subsequent rounds.
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is required to provide exit prices if a bidder is reducing the number of tranches bid on an EDC

through a withdrawal, as explained in section IX.C.4.b.

In reporting to the bidder the result of its bid in the reporting phase, the Auction Manager

will aIways report that it accepts a bid that is unchanged. The Auction Manager may disallow

reductions that a bidder wants to make from an EDC. The Auction Manager retains withdrawn

tranches if, by accepting all reductions from withdrawals and switches, the tranche target for that

EDC would no longer be filled. The Auction Manager denies reductions from switches if, after

retaining all withdrawn tranches from that EDC, accepting all reductions from switches would

prevent the tranche target for that EDC from being filled. To fill the tranche target of an EDC,

the Auction Manager first takes tranches that are bid at the round 2 price, then retains tranches

that bidders want to withdraw, and finally denies reductions from switches that bidders have

requested, as necessary. As explained in more detail below, the Auction Manager retains

tranches that a bidder has withdrawn at the exit price named by the bidder and keeps switches

that must be denied at the last price at which the bidder freely bid these tranches.

IX.C.4.b. Reductions through Withdrawals

A bidder can withdraw tranches from an EDC only if the price for that EDC has decreased

from round 1 to round 2. If, instead, the price for an EDC has not changed from round I to round

2, then the bidder’s offer in round 1 at that price is still standing, and the bidder cannot bid on

fewer tranches for that EDC at the (unchanged) going price. As explained below, a bidder can

always bid more tranches for an EDC whose price has not changed from round 1 by reducing the

number oftranches from other EDCs whose prices have ticked down and switching them to the

EDC whose price has not ticked down.

A bidder that withdraws one or more tranches from an EDC must name an exit price for

those trar~ches. A bidder names an exit price when it bids one or more tranches at the previous

going price but is unwilling to bid these la-anehes at the current going price. A bidder that

withdraws several tranches previously bid at the round 1 price for a given EDC must specify the

same exit price for all tranches from that EDC. An exit price must be less than or equal to the

last price at which the tranches were freely bid (in round 2, this is the price in round 1) and must

be higher than the EDC’s going price (in round 2, this is the round 2 price, a price at which the
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bidder is no longer wilIing to bid the tranches being withdrawn). A bidder that withdraws

tranches from more than one EDC can specify a different exit price for each EDC.

An exit price enables the Auction Manager to determine which bidder would have

remained ready to serve an EDC had the price ticked down continuously rather than in iumpy,

discrete decrements. The Auction Manager relies on exit prices when tranches are withdrawn

~om an EDC and when the number of tranches bid on that EDC at the round 2 price falls short

of that EDC’s tranche target due to reductions from withdrawals and possibly also due to

reductions from switches. The tranches with lower exit prices are retained first, and they are

retained at the exit price that the bidder has named.

If, to fill the last tranches of the tranche target of an EDC, the Auction Manager must

retain some but not all the tranches from two or more bidders that named the same exit price,

then the Auction Manager, for each tranche to be retained, will choose at random the bidder

whose tranche is retained. Thus, for the first tranche needed at the tied exit price, the probability

that a particular bidder is chosen is the number oftranches that the bidder has bid at the exit price

divided by the total number oft’ranches bid at the exit price. Ira second tranche is needed at the

exit price, the Auction Manager again will choose at random a bidder whose tranche will be

retained. The probability that any one bidder is chosen is the number of tranches that the bidder

has bid at the exit price and that have not yet been retained divided by the total number oftranches

bid at the exit price and that have not yet been retained. The Auction Manager repeats this

procedure until the tranche target for the EDC is filled.

A bidder that withdraws tranches from an EDC loses the eligibility associated with these

tranehes, and forfeits the right to bid these t-ranches for the remainder of the Auction on any EDC.

Eligibility is lost even if the withdrawn tranches are retained. Eligibility is always lost as a result

of withdrawing tranches.

Example 8.

The round 1 prices and the round 1 bid for Bidder A are:

EDC PSE& G ,]:dP&L ACE
Round 1 Price (C/kWh) 15.000 15,000 14.750 15.000
Bid (tranches) 10 1 3 1
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The round 2 prices are:

EDC
Round 2 Price (~Wh)

PSE&G ’"
15.000 ~ 14.680

ACE
14.650

RECO
15.000

Bidder A cannot bid fewer tranches for PSE&G or RECO in round 2 because the prices for
these two EDCs have not falIen from round 1.
Bidder A reduces the number of tranches bid for ACE from 3 to 2. The bidder enters an
exit price of 14.700C/kWh, which is between 14.750C/kWh and 14.650¢NWh. (The exit
price could have been equal to 14.750C/kWh but not equal to 14.650C/kWh.)

IX.C.4.c. Reductions through Switches

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

the number oftranches bid for one or more EDCs and increasing the number oftranches for one

or more EDCs while leaving the total number oftranches bid the same. As in the case when the

bidder is reducing the number of tranches bid on an EDC because the bidder is withdrawing

tranches, the bidder can reduce the number of tranches bid on an EDC by switching only if the

price for that EDC has decreased in round 2. Again, if instead the price for an EDC has not ticked

down, then the bidder cannot bid fewer tranches on that EDC (i.e., the bidder cannot withdraw

tranches or switch tranches from that EDC).

Example 9. __
Suppose that the EDC load caps are: 13 tranches for PSE&G, 8 tranches for JCP&L, 3
tranches for ACE, and t tranche for RECO (i.e., RECO has no EDC load cap). The
following are the round 1 and round 2 prices and the bids for Bidder A:

EDC PSE&G
Round 1 Price (C/kWh) 15.000
Bid Round 1 (tranches) ...............................................7 .....
Round 2 Price (C/kWh) 15.000
Bid Round 2 (tranches) 9

JCP&L ACE
15.000 14.750

4 3
14.680 14.650

4 1

RECO
15.000

1
15.000

1

In round 2, Bidder A is increasing by 2 the number oftranches bid on PSE&G. Also, Bidder
A is reducing by 2 the number oftranches bid on ACE. Since the total number oftranches
bid is the same (15), the bidder is switching. Bidder A can reduce the number of tranches
bid on ACE since its price has decreased in round 2. Bidder A can bid for more tranches of
PSE&G (the number oftranches bid for PSE&G in round 1 is less than the EDC load cap).
If the price for an EDC does not change, a bidder carmot bid fewer tranches but can bid more
tranches for that EDC.
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When (and only when) a bidder is increasing the number oftranches bid at the going price

on more than one EDC, the bidder must specify a switching priority. A switching priority is a

rank assigned to each of the EDCs on which the bidder is increasing the number oftranches bid.

The Auction Manager wii1 use this switching priority only when accepting some, but not all,

reductions involved in a switch that the bidder has requested. The Auction Manager will use this

switching priority only when, to keep an EDC’s tranche target filled, the Auction Manager must

retain all tranches that were withdrawn out of that EDC and must deny some, but not all,

reductions from that EDC that come from a bidder’s switch. The Auction Manager first increases

the number oftranches bid of the EDC to which the bidder has assigned the highest priority (1 is

the highest priority). The switches that the Auction Manager denies to fill the tranche target of

an EDC are retained at the price at which they were last freely bid (in round 2, this is the round

1 price).

If a bidder intended to reduce the number of tranches bid on an EDC tlu’ough a switch,

some or aI1 of these reductions may be denied. The Auction Manager will deny reductions from

switches if the number oftranches bid at the going price, and the number of tranches that can be

retained from withdrawals, are not together sufficient to fill the tranche target of an EDC. If the

Auction Manager must deny one or several reductions from switches frotn two or more bidders,

the Auction Manager chooses at random the bidder whose switch will be denied.

For each tranche of the target that must be filled by denying a reduction from a switch,

the Auction Manager chooses at random the bidder whose switch is denied. Thus, for the first

switch that must be denied, the probability that the Auction Manager chooses a tranche bid by a

particular bidder requesting a switch is the number of tranches by which the bidder’s bid on the

EDC is reduced by the switch and that could be denied, divided by the totaI number of tranches

by which the number oftranches bid on the EDC is reduced by switches from all bidders and that

could be denied. If a second switch must be denied, the Auction Manager again chooses at

random the bidder whose switch will be denied. The probability that the Auction Manager

chooses a tranche bid by a bidder requesting a switch is the number of tranches by which the

bidder’s bid on the EDC is reduced by the switch and that could have, but have not yet been

denied, divided by the total number of tranches by which the number oftranches bid on the EDC

is reduced by all switches from bidders and that could have, but have not yet been denied. The

Auction Manager repeats this procedure until the tranche target for the EDC is filled. The
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Auction Manager continues to report that some or all of these switches are being denied in

subsequent rounds as long as they are still needed to fill the EDC’s tranche target.

10.
Bidder B submits the following bid in round 2 after this history in round 1:
EDC PSE&G JCP&L ACE
Round 1 Price (C/kWh) 15.000 15.000 14.750 15.000
Round 1 Bi....._~ (tranches) 7 4 2 1
Round 2 Price (C/kWh) 15.000 I4.680 14.650 1’5.00~
Round 2 Bid (tranche..s) 8 2 , 3 .............................1 ......
In round 2, Bidder B is increasing the number oftranches bid on ACE and PSE&G while
reducing the number oftranches bid on JCP&L. Since the total number of tranches bid is
the same (14) in both rounds, the bidder is switching. Bidder B gives the switching priority
to the increase on ACE.
If the Auction Manager will al!ow one of Bidder B’s reductions but needs to deny the other,
then the increase for ACE will be allowed and the increase for PSE&G will not be allowed.
The denied switch will remain a JCP&L tranche with a price of 15.000C/kWh, which is the
last price at which the tranche was freely bid.

aound 2 Price (C/kWh) 15.000 14.680     14.650 15.000
Round 2 Accepted Bid 7 2 @ t4.680 3 1
(tranches) 1 @ 15.000

IX.C.4.d. Withdrawing and Switching Tranches Simultaneously

If a bidder is both switching and withdrawing, a bidder can reduce tranches from a

particular EDC only if the price for that EDC has decreased in round 2. Additionally, if the

bidder is switching and withdrawing, the bidder may be asked to specify which tranches are being

withdrawn and which tranches are being switched. The bidder would be asked for this additional

information, for instance, when the bidder is switching and withdrawing, and the bidder is

reducing the number of tranches bid for more than one EDC. The tranche or tranches that the

bidder specifies to be withdrawn are the tranche(s) for which the bidder will name an exit price.
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11.

Bidder C submits the following bid in round 2 after this history in round 1:
EDC
Round 1 Price (C/kWh)

Round 2 Price (C/kWh)
R._9und 2 Bid (tranches)

15.000
t0

14.760
9

JCP&L
15.000

3
15.000

4

ACE
14.750

3
14.650

1

RECO
15.000

0
t5.000

1
Bidder C bids a total of 16 tranches in round 1 and 15 tranches in round 2. Bidder C is
withdrawing 1 t~anche and will name an exit price for that tranche.
Since Bidder C reduces the number of tranches bid for both PSE&G and ACE, Bidder C’s
intentions are not clear unless the Auction Manager asks Bidder C for additional
information. Indeed, it could be that Bidder C is withdrawing i tranche from PSE&G and
switching the remaining tranches. Or it could be that Bidder C is withdrawing 1 tranche
from ACE and switching the remaining tranches.
Bidder C is asked to select whether it is withdrawing a tranche from PSE&G or ACE.
Bidder C selects that it is withdrawing a tranche from PSE&G and is asked to name an exit
price for this tranche. Since Bidder C is increasing the number oftranches bid for more
than one EDC (JCP&L and RECO), Bidder C is also asked for switching priorities. Bidder
C assigns the first priority to RECO.

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

The calculating phase starts immediately after the bidding phase. Once the Auction

Manager has tabulated and reviewed the resuIts, the reporting phase begins. The Auction

Manager informs all bidders of the round 3 price for each EDC. The Auction Manager provides

to all bidders a range for the total excess supply in the Auction for round 2. The total excess

supply in the Auction is the sum, over all EDCs for which the number of tranches bid exceeds

the tmnche target, of the excess supplies for the individual EDCs, plus free eligibility, which is

defined betow in section IX.C.6. The range of total excess supply reported to bidders will change

as the Auction progresses. When total excess supply is high, this range will count as few as 5

integers; as total excess supply decreases, the range will become wider and count 10 or more

integers. The exact ranges of total excess supply provided as the Auction progresses are specified

in detail in section IX.C.7.

In addition to what the Auction Manager tells all bidders about the general progress of

the Auction, the Auction Manager reports privately to each bidder the outcome of its own bid.

(The Auction Manager never reports the bid of one bidder to another bidder.)
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If the round 2 bid is unchanged from round 1, or if requested reductions (from switches

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

If the bidder intended to reduce the number of tranches bid on an EDC by withdrawing

tranches and some or all of these tranches are retained, the Auction Manager informs the bidder

of the number of withdrawn tranches that are being retained and the price at which these tranches

are retained. This can occur only if the EDC’s number oftranches bid in round 1 exceeded its

tranche target while the number of tranches bid at the round 2 price is not sufficient to fill its

tranche target. The price at which the withdrawn tranches are retained is the exit price. The

Auction Manager will continue to report that some or all of these tranches are being retained in

subsequent rounds as long as they are needed to fill the EDC’s tranche tin-get.

If a bidder intended to reduce the number of tranches bid on an EDC through a switch,

but if some or all of these reductions are denied, the Auction Manager informs the bidder of the

number of tranches for which the switch is denied. The price at which a switch is denied is the

last price at which the tranche was freely bid. In round 2, this price is the round I price. A switch

can be denied only if, for the EDC from which the number oftranches bid is reduced, the number

oftranches bid in round 1 exceeded its tranche target, and the number oftranches bid at the round

2 price plus the retention of all the withdrawals from the EDC are not sufficient to fitl the tranche

target.

Example 12. ....
Bidders A, B and C are the only bidders bidding for tranches of PSE&G, for which the
tranche target is 28. None of these bidders are bidding on RECO. Their bids in rounds 1 and
2 are:

EDC
Tranche Target
Round 1 Price (C/kWh)
Bidder A Bid (tranches)
Bidder B Bid (tranches)
Bidder C Bid (tranches)
Round 2 Price (C/kWh)
Bidder A Bid (tranches)
Bidder B Bid (tranches)
Bidder C Bid (tranches)

PSE&G
28

15.000
10
10
9

14.920
9
8
9

JCP&L
18

15.000
0
0
0

14.680
1
t
0

ACE
7

14.~d’-- ..........
0
0
0

14.750
0
1
0

Bidder A switches, increasing the number oftranches bid on JCP&L to 1 and reducing the
number oftranches bid on PSE&G~ B~dder B is also switching. Bidder C’s bid remains the
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same. In total, 3 fewer tra~ches ar~bid on PSE&G. The number oftranche£bid’ on JcP&L’
and ACE are both increased. Bidder B gives ACE the switching priority.
No other bidders bid on tranches for PSE&G in round 1 or in round 2. In round 1, PSE&G’s
tranche target is more than filled with 29 tranches bid at the round 1 price. In round 2, the 26
tranches bid at the round 2 price are insufficient to fill the tranche target. The Auction
Manager must deny 2 of the intended switches.
Two of the three reductions ~om PSE&G must be denied. For the first tranche that must be
filled by denying a sw~tch, the probability that each bidder is chosen is 1/3 for Bidder A and
2/3 for Bidder B. Bidder B is chosen at random. The Auction Manager repeats the procedure
for the second tranche that must be filled by denying a switch. The probability that each
bidder is chosen is 1/2 for Bidder A and 1/2 for Bidder B. Bidder A is chosen at random.
This means that the Auction Manager denies Bidder A its intended switch and that Bidder B
is allowed to switch 1 of the 2 tranches requested. Bidder B gave ACE the switching priority.
Adding the 2 denied switches to the 26 tranches bid at the round 2 price fills PSE&G’s
tranche target.

EDC PSE&G JCP&L ACE

Report to Bidder A 9 @ 14.920¢ 0 0
....................... 1 denied sw!tch @ 15.000¢

8 @ 14.920¢Report to Bidder B
1 denied switch @ 15.000� 0 1 @ I4.750¢

Report to Bidder C 9 @ 14.920¢ 0 0
The Auction Manager reports to Bidder A that its switch was denied. The Auction Manager
also reports to Bidder A that it has 9 PSE&G tranches bid at the round 2 price of
14.920C/kWh and t denied switch, a PSE&G tranche at the round 1 price of 15.000¢&Wh.
The Auction Manager reports to Bidder B that Bidder B has 8 tranches of PSE&G bid at the
round 2 price of 14.920C/kWh and t denied switch, a PSE&G tranche at the round 1 price of
15.000C/kWh. The Auction Manager reports to Bidder B that Bidder B has 1 ACE tranche
bid at 14.750C/kWh (because of the switching priority). The Auction Manager also reports to
Bidder C that Bidder C has 9 tranches of PSE&G bid at the round 2 price.

IX.C.6. Round 3 and All Subsequent Rounds

Rounds start with a bidding phase. When an EDC’s price in a round has ticked down

from the previous round, a bidder is free to maintain its number of tranches bid on the EDC or

reduce its number of tranches bid on the EDC. AIso, the bidder can increase its number of

tranches bid on an EDC if the bidder has tranches bid on another EDC for which the price has

ticked down. When an EDC’s price has not ticked down from the previous round, a bidder must

maintain its number oftranches bid on the EDC, or the bidder can increase its number oftranches

bid on the EDC (subject to the condition just noted). To fully specify a bid, in certain



PROVISIONAL BGS-RSCP AUCTION RULES - 3 5 -

circumstances the .bidder will be required to provide exit prices and switching priorities as

explained in sections IX.C.4.b and IX.C.4.e.

At alI times, the total number of ta-anches bid by a bidder cannot exceed the bidder’s

eIigibility. The bidder’s eligibility for a round is its eligibility at the start of the previous round

minus the number of tranches that the bidder withdrew from the Auction in the bidding phase of

the previous round. The total number of tranches bid by a bidder includes tranches bid at the

going prices and denied switches that are kept at the last price at which they were freely bid.

At all times, the number of tranches that a bidder could win for an EDC cannot exceed

the EDC load cap. In any given round, the number oftranches bid by a bidder at the going price

for an EDC, the number of reductions from switches denied from that EDC, and the number of

withdrawals retained for that EDC cannot together exceed the EDC load cap. The number of

withdrawals retained for an EDC counts toward determining whether a bidder is within the EDC

toad cap, but a bidder can always choose to replace retained withdrawals with tranches bid at the

going price (i.e., the cta’rent round price at which the Auction Manager is soliciting bids). If a

bidder has retained withdrawals for the EDC and the bidder wishes to switch into the EDC in a

manner that would exceed the EDC load cap, then the bidder’s tranches bid at the going price

will replace just enough of the bidder’s own retained withdrawals to ensure that the bidder does

not exceed the EDC load cap.

In the reporting phase that follows the bidding phase and the calculating phase, the

Auction Manager reports to all bidders a range for the total excess supply left in the Auction, as

described in section IX.C.7. The Auction Manager reports privateIy to a bidder on its bid. The

Auction Manager reports any withdrawn tranches that are retained and any switches that are

denied along with their associated prices, as described above in sections IX.C.4.b and IX.C.4.c.

Ifa switch that had been denied in a previous round is freed to be bid once again, then the Auction

Manager will report the number oftranches that are being freed.

To fill the tranche target for an EDC, the Auction Manager takes bids in increasing order

of price. The Auction Manager first takes tranehes bid at the current round price, then the Auction

Manager retains withdrawn tranches, and finally the Auction Manager denies switches. Thus,

when new tranches are bid at the current round price for an EDC from which switches had been

denied, the new tranches replace the denied switches (partially or completely) in filling the
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EDC’s tranche target, and therefore free up some or all of these denied switches. A denied switch

that is being replaced by a new tranche at the going price is then said to be outbid. If switches

from more than one bidder are retained, and if not all denied switches are outbid, the Auction

Manager chooses at random, for each denied switch that will be outbid, the bidder whose switch

will be outbid. Thus, for the first denied switch that is outbid, the probability that the Auction

Manager chooses a particular bidder’s denied switch is the bidder’s number of denied switches

divided by the total number of denied switches for that EDC. Ifa second denied switch must be

outbid, the Auction Manager again will choose at random the bidder whose denied switch will

be outbid. The probability that the Auction Manager chooses a bidder’s denied switch is the

bidder’s number of denied swStches that have not yet been outbid divided by the total number of

denied switches that have not yet been outbid. The Auction Manager repeats this procedure until

the required number of denied switches has been outbid.

Once some denied switches are outbid for a bidder, the Auction Manager reports this fact

to the bidder, along with the number of tranches that have been outbid. A denied switch that is

outbid becomes free eligibility for the bidder in the next round. A tranche of free eligibility can

be bid on any one of the EDCs in the next round, or it can be withdrawn in the next round, as

explained further below.

The Auction Manager reports privately to a bidder if a withdrawn tranehe that had been

retained is now being released and thereby in’evocably removed from the Auction. Withdrawn

tranches that had been retained at the highest exit prices are the first to be released and removed

from the Auction. If withdrawn tranches from more than one bidder had been retained at the

same exit price, and if not all retained tranches at that exit price are being released, the Auction

Manager chooses at random the bidder or bidders whose tranches are released and thereby

irrevocably removed from the Auction. Thus, for the first retained tranche that should be

released, the probability that a particular bidder is chosen is the bidder’s number of retained

tranches at the tied exit price divided by the total number of retained tranches at that exit price.

If a second retained tranche needs to be released, the Auction Manager again will choose at

random the bidder whose retained tranche will be released, and the probability that a particular

bidder is chosen is the bidder’s number of retained tranehes at the tied exit price that have not

yet been released divided by the total number of retained tranches at the tied exit price that have
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not yet been released. The Auction Manager repeats this procedure until the required number of

tranches has been released.

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

First, if a bidder holds tranches for an EDC from a switch that had been denied in a

previous round, and if this bidder bids new t’ranches for this same EDC at the price for the current

round, the bidder will be deemed to have bid any tranches from a previously denied switch at the

current round price for that EDC. That is, tranches fi~om the denied switch become tranches that

are bid at the price for the current round. The Auction Manager, in filling the tranche target for

the EDC, will take first tranches bid at the going price; in these tranches at the going price, the

Auction Manager wilt include any denied switches that have become tranches bid at the current

round price (because the bidder has bid new tranches for this same EDC at the current round

price).

Second, ifa bidder’s denied switches are partially or totally outbid in a round and become

free eligibility, and if the bidder withdraws one or more of these tranches of free eligibility in the

very next round, then the bidder does not name an exit price for these tranches. No exit price is

needed to withdraw a tranche of free eligibility because such tranches are not associated with any

one EDC. The Auction Manager always accepts a withdrawal oftranches of free eligibility, and

these t~anches are always irrevocably removed from the Auction.

Example 13.
Bidder A’s bids in rounds 6 and 7 are given below (Bidder A does not bid for any other
EDCs):
EDC
Price Round 6 (C/kWh)
Bidder A Bid (tranches)
Price Round 7 (C/kWh)
Bidder A Bid (tranches)

PSE&G
13.312

4
13.031

0

JCP&L
13.659

0
13.345

4

In round 7, Bidder A requests to switch 4 tranches. The Auction Manager denies part of the
switch. Bidder A, in the reporting phase of round 7, is informed that its bid consists of 2
tranches of JCP&L at 13.345C/kWh and 2 denied switches of PSE&G at 13.312C/kWh (the
price at which the tranches of PSE&G were last freely bid).

EDC PSE&G JCP&L
2 denied switches @ 2 @ 13.345¢Report to Bidder A 13.312¢
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In round 8, Bidder A reduces its number oftranches bid on JCP&L by 1 and increases its
number oftranches bid on PSE&G. At the round 8 prices, Bidder A bids 1 tranche of JCP&L
and 1 tranche of PSE&G at the going price. The denied switches are kept on PSE&G and
cannot be freely bid.

EDC
Price Round 8 (C/kWh)
Bidder A Bid (tranches)

Denied Switches

PSE&G
13.031

1
2 denied switches @

I3.312�

JCP&L
13.058

1

Bidder A has bid a new tranche of PSE&G at the round 8 price while having switches denied
on the same EDC at a higher price. Bidder A is then deemed to have bid all 3 PSE&G
tranches at the round 8 price of I3.03 l¢ikWh, as shown below. All 3 tranches of PSE&G
become tranches bid at the round 8 price.

EDC
Price Round 8 (C/kWh)
Report to Bidder A

PSE&G
I3.031

3@13.031¢

JCP&L
13.058

I

Reporting of Total Excess Supply

In addition to the next round prices, the Auction Manager provides all bidders that could

still be winners with a range for total excess supply in the Auction. The actual total excess supply

in the Auction lies within the reported range. The total excess supply in the Auction is the sum,

over all EDCs for which the number of tranches bid exceeds the tranche target, of the excess

supplies for the individual EDCs, plus all tranches of free eligibility.

The manner in which the total excess supply in the Auction is reported changes as the

Auction progresses. In general, when total excess supply is high, the Auction Manager

announces a range for the total excess supply that includes exactly 5 integers. The largest integer

of each such range wiI1 be divisible by 5. When the total excess supply falls to 40 or fewer

tranches, the Auction Manager announces a range for the total excess supply that includes at least

10 integers. The largest integer of each such range will be divisible by 5. When the total excess

supply fails to 20 or fewer tranches, the Auction Manager will report to all bidders only that the

total excess supply is between 0 and 20 tranches.
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In summary, the ranges are expected to be the following:

Table IX-4. Possible Ranges of Total Excess Supply

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

Total excess supply is between 21 and 40 tranches:
ranges count 10 integers

Total excess supply is 41 tranches or more: ranges
count 5 integers

0-20

21 - 30

31 - 40

41 - 45

46 - 50

51 - 55 (etc.)

The Auction Manager may revise these ranges before the start of the Auction. The

Auction Manager will inform the registered bidders no later than 3 days after registration of any

changes in the possible ranges of total excess supply.

When the actual total excess supply is zero, the Auction ends, as explained in section

IX.C.11.

A bidder that has no remaining obligation loses its access to the Auction software and is

no longer provided with the range of total excess supply and the next round prices. A bidder has

no remaining obligation when the bidder has zero eligibility and has no retained withdrawals. A

bidder that has no remaining obligation can no longer win at the Auction. Such a bidder loses its

access to the Auction software and is no longer provided with the range of total excess supply

and the next round prices no earlier than the round after the bidder has been first informed that it

has no remaining obligation. The bidder will lose its access as soon as practicable, but in no

event later than eight roundsafter it has no remaining obligation.

Round results that are reported to all bidders will also be reported to a list of

representatives from the EDCs, the Board and the Board Consultant. The bidders, the EDCs, the

Auction Manager, the Board and the Board Consultant hold any Auction resutts to which they

have access to be confidential. Before being registered to participate in the Auction, the bidders

will agree to keep all Auction results, as well as the list of qualified bidders, the list of registered

bidders, and the total initial eligibility in the Auction confidential. The bidders will agree not to
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disclose any such confidential information about the Auction Process, except for any aspects of

the Auction results that the Board releases as part of rendering its decision on the Auction results,

or that the Board explicitly authorizes can be released (see section IX.E.3). Bidders will also

agree to destroy documents with Auction information provided by the Auction Manager within

five days of the Board rendering a decision on the Auction results.

Calculation of Next Round Prices

A~ EDC’s price in a round is calculated so that it ticks down more quickly the larger is

the excess supply on the EDC. The excess supply on an EDC is measured against an estimate of

the maximum possible excess suppty for the EDC. This estimate takes into account the total

excess suppIy in the Auction, the EDC load cap, the tranche target of each EDC, and the number

of registered bidders. A decrease in price for an EDC that has a number oftranches bid greater

than the tranche target is called the decrement; the decrement is a percentage of the previous

going price. The decrements are calculated using formulas. The Auction Manager has the

discretion to override the calculated decrement for any EDC in any round. The Auction Manager

does not expect to use such discretion, but may do so. When the Auction Manager, in the

reporting phase of a round, uses discretion to override the decrement formulas and determine the

going prices for the next round, the Auction Manager notifies bidders of that fact during the

reporting phase of that round.

The decrement formulas allow the decrements to be larger at the start of the Auction than

in later rounds. At the start of the Auction, when the number oftranches bid on an EDC exceeds

the tranche target, the decrement is between 0.5% and 5% of the previous round price.

Decrements for EDCs for ~vhich the number of tranches bid is greater than the tranche target

continue to be between 0.5% and 5% of the previous round price until the going prices for round

4 are calculated. After that time, in the first round in which the upper bound of the total excess

supply range reported to bidders is at least 20 tranches fewer than the upper bound of the total

excess supply range reported to bidders in round 1 and the total excess supply is greater than 30

tranches, decrements (for EDCs for which the number of t-ranches bid is greater than the tranche

target) will be between 0.375% and 3.75% of the previous round price. Decrements for EDCs

for which the number of tranches bid is greater than the tranche target continue to be between

0.375% and 3.75% of the previous round price until total excess supply in the Auction is 30 or
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fewer tranches. At that point, decrements for EDCs for which the number of tranches bid is

greater than the tranche target will be between 0.25% and 2.5% of the previous round price and

will remain so until the end of the Auction.

The excess supply of an EDC is the number of tranches bid at the going price minus the

EDC’s tranche target, or it is zero, whichever is greater. Prices are rounded off to the nearest

thousandth of a cent per kWh.

Provisional decrement formulas are provided in section IX.G.2. The formulas that will

be used in the Auction, which depend on the EDC load caps and the number of registered bidders,

will be released to all bidders no later than three days after bidder registration.

Pauses in the Auction

Any one bidder can pause the Auction by requesting an extension or a recess. A bidder

requests an extension during the bidding phase of a round; such a request extends the bidding

phase of the round by 15 minutes for all bidders. A bidder requests a recess during the calculating

or reporting phase of the round; such a request suspends the Auction for a period of no less than

20 minutes. A recess allows a bidder additional time to consider its bid.

The bidding phase of round 1 is automaticaliy extended. The bidding phase of a round

can be extended only once by 15 minutes. Each bidder is allowed two extensions during the

Auction. A bidder with positive eligibility is automatically deemed to have requested an

extension when - by the scheduled ending time of the bidding phase - the bidder has not

submitted a bid and when the bidder has not already used the two allowable extensions. A bidder

with positive eligibility that has already used the two allowable extensions and that does not

submit a bid during a round will be assigned a default bid as explained in section IX.C.10.

Extension requests from all bidders are granted but all extensions nm concurrently. All bidders

that have requested an extension during the bidding phase of a round will see their available

number of extensions reduced. The bidding phase in a round will be extended only once by 15

minutes. The Auction Manager reports to all bidders at the end of the planned bidding phase that

the bidding phase has been extended.

A recess must be requested during the calculating phase or during the reporting phase. If

the reporting phase of a round is scheduled to be shorter than 5 minutes, a recess must be
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requested dating the scheduled calculating phase of the round. If the reporting phase is scheduled

to be 5 minutes or longer, a recess must be requested before the scheduled last half of the

reporting phase of a round starts, or before the tast five minutes of the reporting phase of a round,

whichever is earlier. (That is, if the reporting phase of a round is scheduled to be 8 minutes, then

the recess must be requested before the last 5 minutes of the reporting phase; if the reporting

phase of a round is scheduled to be 14 minutes, then the recess must be requested before the last

7 minutes of the reporting phase.) As soon as is feasible after the time at which a recess can be

requested has passed, the Auction Manager reports to all bidders that a recess has been called.

The Auction Manager retains the discretion to set the length of a recess but the Auction Manager

will not set the recess time to be less than 20 minutes.

Each bidder is allowed to request at most one recess during the Auction. A bidder cannot

request a recess in the first ten rounds of the Auction. Starting in the eleventh round, a bidder

may request a recess in a round only if the total excess supply in the Auction reported in the

previous round was 40 or fewer tranches. All recess requests are granted, but all requested

recesses run concurrently. All bidders making a request in a given calculating or reporting phase

will be deemed to have used a recess request. All bidders that have requested a recess will see

their available number of recesses reduced to zero and the recess will last a length of time

determined by the Auction Manager for one recess and will be no less than 20 minutes.

Example 14.

The total number oftranches in the Auction is 54.
In round 5, total excess supply is reported to be in the 96-I00 range. Bidders are not able to
request a recess in round 5 since round 11 has not yet been reached.
In round 12, the total excess supply is reported to be in the 31-40 range for the first time.
Bidders can request a recess in round 13, since the total excess supply reported in the
previous round (round 12) was at 40 tra~ehes or below, and round 11 had been reached.

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

intended that a time-out suspend activity in the Auction for a period of no more than four hours;

however, the Auction Manager retains the discretion to suspend activity for a longer period, if

necessary. Whenever a time-out is called, the Auction Manager reports to all bidders how long

the time-out is expected to last.
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During any bidding phase, the Auction Manager may call a time-out and extend bidding

in ease of technical difficulties. Such a time-out would typically last fifteen minutes. The

Auction Manager reports to all bidders as soon as practicable that the Auction Manager has

extended the bidding phase.

During the calculating phase of round 1, the Auction Manager may call a time-out to the

Auction to evaluate whether the Auction volume should be adjusted. The Auction Manager has

the discretion to call additional time-outs during the Auction. Such discretion could be used, for

example, in case of an extraordinary event occurring during the Auction. The Auction Manager

expects to exercise this discretion rarely.

IX.C.IO. Failure to Submit a Bid

A bidder with positive eligibility must submit a bid in every round (even when the

bidder’s bid does not change or the bidder is bidding only on EDCs whose prices have not ticked

down). As explained in section IX.C.9, ira bidder with positive eligibility does not submit a bid

during the bidding phase of a round, the bidder is granted an extension whenever possible. If the

bidder has previously used both extensions, or if the bidder does not submit a bid during the

extension to the bidding phase, then the bidder has failed to submit a bid.

When a bidder with positive eligibility has failed to submit a bid in a round, the bidder is

assigned a default bid. A default bid is the number of tranches on each EDC equal to the

minimum number oftranehes that the bidder could have bid on each EDC, as explained below.

Any tranches of free eligibility that could have been bid in the round are deemed to be withdrawn

and are irrevocably removed from the Auction. Any tranche that was bid on an EDC and that

could be withdrawn is deemed to be withdrawn at the highest possible exit price for the round,

which is equal to the going price in the previous round. A tranche that is withdrawn as a result

of a default bid can be retained only if the number of tranches bid by other bidders at the going

price, and the number of withdrawn tranches from bidders that have submitted a bid, together are

not sufficient to fiI1 the tranche target. In breaking any ties between tranches withdrawn at the

same exit price, default bids will be disadvantaged compared to bids actually submitted by

bidders. In general, in any circumstance where a tie must be broken, default bids will be

disadvantaged compared to bids actually submitted by bidders, also as explained below.
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As a consequence of a bidder being assigned a default bid, a bidder may lose the ability

to submit bids for the remainder of the Auction. For example, if the prices of all the EDCs for

which a bidder bid tranches tick down, then the default bid is zero on aii EDCs. Indeed, the

minimum number of tranches that can be bid on an EDC whose price has ticked down is zero.

Any tranche that had previously been bid is withdrawn. After such a default bid, the bidder will

be assigned zero eligibility in the next round, and the bidder will lose the abitity to bid in the next

and in all future rounds.

The default bid assigned to a bidder that has not submitted a bid during a round or during

its extension, and the treatment of this default bid in any required tie-breaking procedure, are

determined during the caIculating phase of a round. The default bid for a bidder in round 1 is 0

tranches on each and every EDC. The default bid for a bidder in round 2 and all subsequent

rounds is described in detail as follows.

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

deemed to be withdrawn and are irrevocably removed from the Auction.

If, in the previous round, a bidder did not bid any t-ranches on an EDC at the going price

and in the reporting phase of that round the Auction Manager reported that the bidder did not

have any retained withdrawals or denied switches for that EDC, then the bidder is assigned zero

tranches for that EDC.

If, as of the reporting phase in the previous round, a bidder had tranches on a particular

EDC at the going price for the previous round and if the EDC’s price ticked down from the

previous round to the current round, then the bidder is deemed to have withdrawn all t-ranches at

the highest exit price, namely the price from the previous round. The bidder loses the eligibility

associated with these tranches. Tranches with a lower exit price named by bidders that have

submitted a bid in the current round are retained first. If needed, tranches with the same exit

price named by bidders that have submitted a bid in the current round are retained next. If all the

withdrawn tranches by the bidder and by other bidders that were assigned a defaultbid are needed

to fill the tranche target, these tranches are retained. If some but not all of the tranches submitted

by the bidder and other bidders that were assigned a default bid are needed, tranches are chosen

at random to fill the tranche target, in a procedure analogous to that used for bidders that

submitted a bid, as described in section IX.C.4.
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If, as of the reporting phase in the previous round, a bidder had some tranches on a

particular EDC at the going price for the previous round, and/or retained withdrawals, and/or

denied switches; if the EDC’s price did not tick down from the previous round to the current

round; and if there is excess supply for the EDC in the current round, so that the price will tick

down from the current round to the next round, then:

all withdrawals that were previously retained are released and the bidder has no

remaining obligation from those tranches;

¯ all switches that had previousiy been denied are outbid and the bidder is assigned free

eligibility for those tranches in the next round; and

all tranches bid in the previous round at the going price are bid in the current round

on the EDC at the going price. The bidder has eligibility associated with these

tranches in the next round. If the bidder is assigned a default bid in the next round

t~ese tranches will be withdrawn and assigned the highest possible exit price.

If, as of the reporting phase in the previous round, a bidder had some tranches on a

particuIar EDC bid at the going price, and/or retained withdrawals, and/or denied switches; if the

EDC’s price did not tick down from the previous round to the current round; and if there is no

excess supply on the EDC in the current round so that the price will not tick down in the next

round; then:

¯ any tranches bid at the going price in the previous round are deemed to be bid in the

current round at the current going price;

if any new tranches were bid by other bidders on the EDC at the going price in the

ct~ent round, the denied switches (if any) of bidders that have been assigned default

bids are outbid first, before the denied switches of bidders that have submitted a bid

in the current round. If more than one bidder has been assigned a default bid, and if

some but not all denied switches from such bidders are outbid, then for each denied

switch that must be outbid, the Auction Manager chooses at random among the

default bidders the bidder whose switch is outbid, in a procedure analogous to that

used for bidders that submitted a bid, as described in section IX.C.6; and
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if any new tranehes were bid by other bidders on the EDC at the going price in the

cu~ent round, and if all denied switches from default bidders and from bidders that

submitted a bid are outbid, retained withdrawals are released, starting with the highest

named exit price. For a given exit price, tranches ~om bidders that have been

assigned default bids (if any) are released first, before the retained withdrawals of

bidders that have submitted a bid in the current round. If more than one bidder has

been assigned a default bid, and if some but not all of the retained withdrawals from

such bidders must be released at a given exit price, then for each retained withdrawal

that must be released, the Auction Manager chooses at random among the default

bidders the bidder whose withdrawn tranche is released, in a procedure analogous to

that used for bidders that submitted a bid, as described in section IX.C.6.

The bidder can lose its ability to bid in all future rounds by failing to bid during the

bidding phase of a round or during its extension. It is the responsibility of the bidder to ensure

that bids are submitted on time.
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Bidder A’s bid in round 5 is given below:

PSE&G JCP&L ACE                ~CO ....
Price Round 5 (C/kWh) 13.890 14.445 13.950 14.610
B.idd~r A Bid (tranches) 0 ...4. ...... 2 .....................................0

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

"kD~ .......... )CP~): ’;~dE ....
Price Round 6 (C/kWh) t3.816 14.252 13.688 14.246
Bidder A Bid (tranches) 2 4 0 0
This bid represents a switch, whereby Bidder A has increased the number of tranches on
PSE&G while decreasing the number oftranches on ACE.
The Auction Manager reports the following:

EDC
Price Round 7 (C/kWh)

Report to Bidder A
(tranches)

PSE&G
13.816

JCP&L
14.075

4

ACE
13.688

2 denied
switches@

13.950¢

RECO
13.895

In round 7, the minimum number oftra~ches that Bidder A can bid on PSE&G and RECO is
zero, because Bidder A did not have any tranches accepted for these EDCs in round 6. The
minimum number of tranches that Bidder A can bid on JCP&L is zero, since the price for
JCP&L has ticked down from 14.252C/kWh to 14.075C/kWh. The minimum number of
tranches that Bidder A can bid on ACE is 2, since the price for ACE has not ticked down and
Bidder A has two denied switches on ACE.
In round 7, Bidder A fails to submit a bid in the bidding phase of the round. Bidder A is
granted an extension but does not submit a bid during the extension. Bidder A will be
assigned the following bid, which is its default bid. Bidder A is the only bidder that is
assigned a default bid.

EDC
Price Round 7 (C/kWh)

Default Bid for Bidder A
(tranches)

PSE&G
13.816

JCP&L     ACE     RECO
14.075 13.688 13.895

2 denied
0 switches@ 0

13.950�

None of Bidder A’s withdrawn tranches are retained; tranches from other bidders that
actually submitted bids are sufficient to fill the tranche target for JCP&L. Three new tranches
are bid on ACE by other bidders. Both of Bidder A’s tranches become outbid denied
switches. Bidder A’s eligibility in round 8 is 2. Should Bidder A again fail to bid in round
8, this free eligibility will be lost. Bidder A would be assigned eligibility of zero in round 9
and would lose the ability to bid for the remainder of the Auction.
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IX.C.11. End of Auction

The Auction ends for all EDCs at the same time. The Auction ends in the reporting phase

before the first round in which no bidder could change its bid from the previous round. For the

Auction to end, the total excess supply in the Auction must be equal to zero and it must be that

no price can tick down. At the end of the Auction, tranches are allocated to the winners and all

winners for an EDC’s tranches, should the Board authorize them. as suppliers, will receive the

same price for that EDC. The price given to the winners is determined as follows.

If, to filI the tranche target for an EDC in the final round, only tranches bid at the price

from the final round are used, the winners are those that submitted bids at the price from the final

round. The final price given to all winners is the price from the final round.

If, to fill the tranche target for an EDC in the last round, withdrawn tranches must be

retained, then the winners are the bidders that submitted bids at the price from the last round and

the bidders that submitted the lowest of the exit prices. If, to fill the last tranches of the tranche

target of an EDC in the last round, the Auction Manager must use some but not all the tranches

from two or more bidders tied at the same exit price, then the Auction Manager, for each tranche,

will choose at random the bidder whose tranche is retained. For the first tranche needed at the

tied exit price, the probability that a bidder is chosen is the number of tranches that the bidder

has bid at the exit price divided by the total number of tranches bid at the tied exit price. If a

second tranche is needed at the exit price, the Auction Manager again will choose at random the

bidder whose tranche wilI be retained. The probability that any one bidder is chosen is the

number of tranches that the bidder has bid at the exit price and that have not yet been retained

divided by the total number oftranches bid at the exit price and that have not yet been retained.

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

final price given to all winners is the last accepted price.

If, to fill the tranche target for an EDC in the last round the Auction Manager must

disallow reductions from both withdrawals and switches, then the winners are the bidders that

submitted bids at the last round price, the bidders that withdrew their tranches, and the bidders

with reductions for that EDC from switches that were denied. The final price received by all

winners is the price at which the denied switches were last freely bid.
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...E_x...a.Nple 16.
The tranche target for PSE&G is 28.
In round 24, 29 tranches for PSE&G are bid at a price of 9.600¢ikWh. In round 25, 24 tranches
for PSE&G are bid at a price of 9.471C/kWh.
Bidder A bids 8 tranches for PSE&G in round 24 and 5 t-ranches in round 25. Bidder A enters
an exit price equal to 9.595C/kWh for the 3 tranches it is withdrawing.
Bidder B bids 5 tranches for PSE&G in round 24 and 3 tranches in rotmd 25. Bidder B enters
an exit price of 9.593C/kWh for the 2 tranches it is withdrawing.
No other bidder changes its number oftranches bid on PSE&G. All other bidders collectively
bid 16 tranches for PSE&G in both rounds 24 and 25. The total excess supply in round 25 is
zero and the Auction ends in round 25. Twenty-four tranches for PSE&G are allocated to the
bidders that bid at the going price of 9.471 C/kWh. Two additional tranches are allocated to
Bidder B since it submitted a lower exit price. Finally, Bidder A wins 2 additional tranches
so that the tranehe target is filled. All winning bidders wili receive a price of 9.595C/kWh,
which is the lowest price at which the tranche tin’get is filled.

IX.D. Post Auction

The Board will decide whether or not to approve the results of this Auction (the BGS-

RSCP Auction) by the end of the second business day following the calendar day on which the

BGS-RSCP or BGS-CIEP Auction closes, whichever comes later.

If the Board approves the Auction results and authorizes the winners to become BGS-

RSCP suppliers, the Auction Manager will notify each winner of the tranches it has won and the

final prices. The Auction Manager will notify each EDC of the following for its territory: the

identity of the winners, the number of tranches won, and the final price.

Each winner and each EDC will have three days from the time at which the Board

approves the Auction results to execute the BGS-RSCP Supplier Master Agreement. Each

winner will have these three days to demonstrate compliance with the creditworthiness

requirements set forth in the BGS-RSCP Supplier Master Agreement and to submit the executed

BGS-RSCP Supplier Master Agreement to the Board for information. A winner’s financial

guarantee posted before the Auction may be forfeited if the winner does not execute the

Agreement within three days, if the winner fails to demonstrate compliance with the

creditworthiness requirements set forth in the BGS-RSCP Supplier Master Agreement, or if the

winner fails to agree to any of the terms of the Agreement. Effective with the exercise by an

EDC of its right to collect on the financial guarantees, any contractual rights or other entitlements
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of the winners shall immediately terminate without further notice by the EDC. In addition,

winners shall be liable for damages incurred by the EDCs, which damages shall be determined

in accordance with the terms of the BGS-RSCP Supplier Master Agreement as if the winner were

a defaulting party to that Agreement.

Each winner will have to pay a fee per tranche won. This fee will be set to recover all the

costs associated with the Auction Process. The Auction Manager will announce the fee per

winning tranche no later than 6 days before the Auction. The fee will be netted against the first

payment made to the winner during the supply period.

Association and Confidential Information Rules

Process for Reporting Associations, Identifying Concerns and Remedies

Interested parties applying to qualify to bid in the Auction will be required to indicate in

their Part 1 Applieations whether they are part of a bidding agreement, a joint venture for

purposes of participating in the Auction, a bidding consortium, or other arrangements pertaining

to bidding in the Auction. Interested parties will also be required to certify in their Part 1

Application that, should they qualify to participate in the Auction, they will not disclose

information regarding the list of qualified bidders. In addition to certifications regarding bidding

agreements and confidential information, each interested party makes a number of other

certifications signifying its agreement with the terms of the BGS-RSCP Auction Rules, the terms

of the BGS-RSCP Supplier Master Agreement, as well as signifying its agreement that it will not

assign its rights or substitute another entity in-its place. These additional certifications are

discussed in section IX.B.2.

Once parties are qualified to bid in the Auction, each qualified bidder will be asked in its

Part 2 Application to make a number of certifications, each detailed below, and each qualified

bidder may be asked to provide additional information to the Auction Manager if these

certifications cannot be made. In particular, each qualified bidder will be informed of the list of

qualified bidders and will be asked to certify that it is not associated with any other quaIified

bidder. If a qualified bidder cannot make such a certification, it will be asked to idemify

associations it may have with other qualified bidders. The criteria that determine whether two

bidders are associated with one another are given below. If two qualified bidders are associated
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with one another, the Auction Manager will determine whether the two qualified bidders can

both participate in the Auction, as well as the terms and conditions of such participation. The

Auction Manager may require qualified bidders that are associated with one another to bid as one

entity or to reorganize so as to no Ionger be associated with one another.

Qualified bidders will be asked to certify that they will undertake to appropriately restrict

their disclosure of confidential information relative to their bidding strategy and confidential

information regarding the Auction Process (both of which are defined in section IX.E.3).

Qualified bidders will also be asked to certify that they have not come and will not come to any

agreement with another qualified bidder with respect to bidding at the Auction, except as

disclosed and approved by the Auction Manager in their Part 1 Application. In addition to

certifications regarding associations and confidential information, each qualified bidder makes a

number of other certifications signifying its agreement that a bid is a binding offer to provide

service under the terms of the BGS-RSCP Supplier Master Agreement, as well as signifying its

agreement that it will not assign its rights or substitute another entity in its place. These additional

certifications are discussed in section IX.B.2.

Before obtaining final documentation necessary to participate in the Auction, registered

bidders will be required to certify that they will continue to maintain the confidentiality of any

information that they will have acquired through their participation in the Auction Process.

Association Criteria

I. Preliminary Definitions

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

voting power, a majority of common directors, can appoint a majority of directors, or

if the party in fact controls the entity’s affairs through some other means. A party

controls an entity indirectly if the party Controls another entity that controls the entity

in question (or through a longer line of control; e.g., if the party controls another entity

that cont~ots an entity that controls the entity in question, etc.).

A party participates directly in another entity Z if the party holds any class of listed

shares, if it holds the right to acquire such shares, if it holds any option to purchase

shares or if it has voting power. The participation is indirect if the party participates
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in another entity that participates in Z (with potentially a longer line of "indirect

participation"). When the participation is indirect, the percentage of participation of

the paxty in the entity is obtained by muitiplying 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 strategy (see definition in the next section), has agreed

to provide assistance with financing or has agreed to provide assistance in another

way.

2. Bidder A and Bidder B are associated with each other if Bidder A

a. Controls bidder B, directly or indirectly; or

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

c. Controls an entity that has at least a 10% participation, direct or indirect, in Bidder B

and that is concerned with Bidder B’s bid; or

d. Is controlled by an entity that controls Bidder B directly or indirectly; or

e. Is controlled by an entity that has at least a 10% participation, direct or indirect, in

Bidder B and that is concerned with Bidder B’s bid.

Bidder Aand Bidder B are associated if there is a party which

a. Controls Bidder A, directly or indirectly; or

b. Has at least a 10% participation in Bidder A, directly or indirectly, and is concerned

with Bidder A’s bid; or

c. Controls an entity that has at least a 10% participation in Bidder A, direct or indirect,

and is concerned with Bidder A’s bid; or

d. Has confidential information about Bidder A’s bid and is controlled by Bidder A; or

e. Has confidential information about Bidder A’s bid and is controlled by an entity or

person that controts Bidder A directly or indirectly; or
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IX.E.3.

Has confidential information about Bidder A’s bid and is controlled, directly or

indirectly, by an entity that has at Ieast a 10% participation in Bidder A and is

concerned with Bidder A’s bid;

and if this same party has one ofreiationships a. to f. with Bidder B.

Bidder A and Bidder B are associated if there is a party that has

participation, directly or indirectly, in both bidders.

Bidder A and Bidder B are associated if there is a party that has

participation, directly or indirectly, in Bidder A and that:

a.

at 1east a 20%

at least a 20%

Has at least I0% participation in Bidder B, directly or 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 Bidder B; or

d. Controls a person or entity that: has at least 10% participation in Bidder B, directly or

indirectly, and is concerned with Bidder B’s bid; or

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

f. Is controlled by a person or entity that has at least 10% participation in Bidder B,

directIy or indirectIy, and is concerned with Bidder B’s bid; or

g. Is controlled by a person or entity who controls a person has at least 10% participation

in Bidder B, directly or indirectIy, and is concerned with Bidder B’s bid.

Definitions of Confidential Information

Confidential information relative to the bidding strategy means information relating to

a bidder’s bid, whether in writing or verbally, which if it were to be made public would be likely

to have an effect on any of the bids that another bidder would be willing to submit at the Auction.

Confidential information relative to the bidding strategy includes (but is not limited to) a bidder’s

Auction strategy; a bidder’s indicative offer; the bidder’s preference to bid for one EDC’s system

rather than another; the quantities that a bidder wishes to serve of one or more EDCs’ systems;

the bidder’s estimation of the value of a tranche of the various EDCs’ systems; the bidder’s
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estimation of the risks associated with serving BGS-RSCP Load or of serving a particular EDC;

and a bidder’s contractual arrangements for power with a party to serve the BGS-RSCP 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 Auction Manager and that a bidder acquires as a result of

participating in the Auction Process, whether in writing or verbally, which if it were to be made

public could impair the integrity of current or future Auctions, impair the ability of the EDCs to

hold future Auctions, harm consumers, or injure bidders or applicants. Confidential information

regarding the Auction Process includes (but is not limited to) the list of qualified bidders, the list

of registered bidders, the initial eligibility in the Auction, the status of a bidder’s participation in

the Auction, and all reports of results and announcements made by the Auction Manager to all

or any one bidder during the Auction.

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

An interested party will be required in its Part 1 Application to disclose any bidding

agreement or at~angement in which the interested party may have entered. In addition, the

following certification will be required and will apply from the time that the Part 1 Application

has been submitted.

An applicant must certify that if it qualifies to participate in the Auction, the applicant

will not disclose at any time information regarding the list of qualified bidders, including

the number of qualified bidders, the identity of any one or all entities that have been

qualified, or the fact that an entity has not been qualified for participation in the Auction.

The applicant must certify that it will destroy any document distributed by the Auction

Manager that lists the qualified bidders within five days of the Board rendering a decision

on the Auction results.

The following certifications wilI be required of each qualified bidder in its Part 2

Application and will apply from the time of qualification until the Board certification of the

Auction results. Each qualified bidder must consult the list of all qualified bidders and attest to

the following:
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¯ 2. A qualified bidder must certify that it is not associated with another qualified bidder

according to the criteria given above.

A qualified bidder unable to make certification 2 must identify the qualified bidders with

which it is associated and the nature of the association.

A qualified bidder must certify that, other than qualified bidders that were explicitly

named in its Part 1 Application as parties with whom the bidder has entered into a bidding

agreement, joint venture for the purpose of bidding in the Auction, bidding consortium,

or other arrangement pertaining to bidding in the Auction, the bidder has not entered into

any agreement with another qualified bidder, directly or indirectly, regarding bids at the

Auction, including, but not limited to, the amount to bid at certain prices, the system on

which bids are placed, when or at what prices bids are withdrawn or switched, or the

amount of exit prices.

An Advisor is an entity or person(s) that will be advising or assisting the qualified bidder

with bidding strategy in the BGS-RSCP Auction, with estimation of the value of a system’s

tranches, or with the estimation of the risks associated with serving BGS-RSCP load.

A qualified bidder must certify to one of the following: (i) the qualified bidder has not

retained an Advisor; or (ii) the qualified bidder has retained an Advisor, the Advisor wiI1

not provide any similar advice or assistance to any other quatified bidder, and the Advisor

will not be privy to confidential information relative to another qualified bidder’s bidding

strategy; or (iii) the qualified bidder has retained an Advisor who will provide similar

advice or assistance to another qualified bidder, or who will be privy to confidential

information relative to any other qualified bidder’s bidding strategy, but appropriate

protections have been put into place to ensure that the Advisor does not serve as a conduit

of information between, or as a coordinator of the bidding strategies of, muttiple bidders.

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

bidder(s) concerned.

A qualified bidder must certify that the qualified bidder is not a party to any contract for

the purchase of power that might be used as source of supply for BGS-RSCP, and that (i)

would require the disclosure of any confidential information (confidential information
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relative to the bidding strategy or confidential information regarding the Auction Process)

to the counterparty trader such a contract; or (ii) that would require the disclosure of any

confidential information (confidential information relative to the bidding strategy or

confidential information regarding the Auction Process) to any other party; or (iii) that

would provide instructions, direct financial incentives, or other inducements for the

bidder to act in a way determined by the counterparty in the agreement and/or in concert

with any other bidder in the Auction. Notwithstanding the above, a qualified bidder may,

during negotiations prior to the Auction for contractual arrangements for power to serve

BGS-RSCP Load were the bidder to be a wim-ler at the Auction, discuss with the

counterparty to such arrangements the nature of the products to be purchased, the volume,

and the price at which it is witling to buy these products.

A qualified bidder unable to make certification 5 must disclose the contractual terms that

prevent the qualified bidder from making the certification.

6. A qualified bidder must certify that it does not have any knowledge of confidential

information relative to the bidding strategy of any other qualified bidder.

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

bidder and the nature of the confidential information.

A qualified bidder must certify that it will not disclose confidential information relative

to its own bidding strategy except to bidders that were explicitly named in its Part I

Application as parties with whom the bidder has entered into a bidding agreement, joint

venture for the purpose of bidding in the Auction, bidding consortium, or other

arrangement pertaining to bidding in the Auction, bidders with which it is associated as

disclosed through certification 2, to its Advisor, and to its financial institution.

A qualified bidder unable to make certification 7 will be asked to state all reasons.

A qualified bidder must certify that, other than entities affiliated with the bidder, and

other than bidders with which the bidder has entered a bidding agreement, joint venture

for proposes of the Auction, bidding consortium, or other arrangement pertaining to the

Auction, no party has agreed to defray any of its costs of participating in the Auction,
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including the cost of preparing the bid, the cost of any financial guarantees, the cost to be

paid upon winning a tranche, or any other participation cost.

A qualified bidder unable to make certification 8 must identify the party that has agreed

to defray some or all of the quaIified bidder’s cost of participating in the Auction, and the nature

of the participation costs that the party has agreed to defray.

Furthermore, in its Part 2 Application a qualified bidder will have to certify that it will

not disclose any confidential information regarding the Auction Process that it has acquired or

will acquire through its participation. These certifications will apply from the time of submission

of the Part 2 Application.

I0.

A qualified bidder must certify that if it is registered to participate in the Auction, the

qualified bidder will not disctose at any time information regarding the initial eligibiIity

in the Auction or the list of registered bidders, including the number of registered bidders,

the identity of any one or all entities that have been registered, or the fact that an entity

has not been registered for participation in the Auction.

A qualified bidder must certify that it will not disclose any confidential information

regarding the Auction Process to any party except to its Advisor and bidders with which

it is associated.

A qualified bidder unable to make certification 9 or certification 10 will be asked to state

all reasons.

Following a successful Part 2 Application, the registered bidder will be required to certify

that it will continue to abide by its prior commitment to maintain the confidentiality of

information regarding the Auction Process. The registered bidder will be required to do so before

obtaining manuals and procedures essential to submit bids in the Auction. The registered bidder

also certifies that it will destroy all documents provided by the Auction Manager that contain

confidential information within five days of the Board rendering a decision on the Auction

results. Such certification will apply from the time at which it is made, no later than five days

before the start of the Auction.

11. A registered bidder certifies that it continues to abide by its prior confidentiality

certifications. The registered bidder will not disclose any confidential information
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regarding the Auction Process to any party except to its Advisor and bidders with which

it is associated. Further, the registered bidder certifies that it will destroy all documents

written or electronic provided by the Auction Manager that contain confidential

information regarding the Auction Process within five days of the Board rendering a

decision on the Auction results.

Once the Auction has been concluded, if the Board approves the Auction results, the

Board may choose to release information regarding final BGS-RSCP prices and the names of the

winners. At that point, a winner may itself release information only regarding the number of

tranches it has won and the territories the winner wilt be serving, and a losing bidder may itself

release information only regarding the fact that it participated in the Auction. The winners and

losing bidders otherwise continue to be bound by their certifications as described previously.

Actions to Be Taken If Certifications Cannot Be Made

If a party cannot make all above certifications, the Auction Manager will decide within

five days on a course of action on a case-by-case basis. To decide on this course of action, the

Auction Manager may make additional inquiries to understand the reason for the inability of the

bidder to make all the certifications.

In general, qualified bidders that are associated with one another, or that have entered

into agreements regarding bidding at the Auction, are considered as one bidder for the purposes

of application of the load caps and for the administration of the Auction. Bidders can be allowed

to bid independently or can be asked to end their association or agreement as a condition of

participation, as circumstances warrant. If qualified bidders are asked to end their associations

they will be given five days to do so.

If qualified bidders do not comply with additional information requests by the Auction

Manager regarding certifications required in the Part 2 Application, or do not comply with a

request from the Auction Manager to end their associations, this may be sufficient grounds for

the Auction Manager to reject the application.

Sanctions can be imposed on a qualified bidder for failing to disclose information relevant

to determining associations, for coordinating with another bidder without disclosing this fact, for

releasing confidential information except as provided in 3, 5, and 7 of section IX.E.4, or for
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disclosing infon~ation drying the Auction to a person other than those specified in 10 of section

IX.E.4. Such sanctions can include, but are not limited to, loss of all rights to serve any BGS-

RSCP Load won in the Auction by such bidder, forfeiture of bid bonds and other fees posted or

paid, liquidated damages of $100,000, action under state or federal laws, attorneys’ fees and court

costs incurred in any litigation that arises out of the bidder’s improper disclosu_re, debarment

from participation in future BGS Auctions, prosecution under applicable state and federal laws,

or other sanctions that the Board may consider appropriate. The Auction Manager wiI1 make a

recommendation to the Board on a possible sanction and the Board will make the final

determination.
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Glossary of Auction Terms

Associated With

A bidder is associated with another if the two bidders have ties that could allow them to

act in concert or that prevent them from competing actively against each other in the Auction.

Specific criteria for associations are provided in section IX.E.2.

IX.F.2. Auction Volume

The Auction volume is a number of tranches that the EDCs taken together will purchase

through the Auction (representing one-third of BGS-RSCP Load). The Auction Manager, in

accordance with confidential guidelines approved by the Board, may cut back the Auction

volume.

IX.F.3. BGS

Basic Generation Service is the electric supply for those retail customers who are not

served by a third party supplier.

IX.F.4. BGS Load

The BGS Load is the full electricity requirement (i.e., including energy, capacity,

ancillary services, transmission, etc.) of retail customers who have not chosen a third party

supplier, as measured and reported to PJM. It is the EDC aggregate zonal requirements less the

wholesale requirements less the third party supplier requirements.

BGS-CIEP Load

An EDC’s BGS-CIEP Load includes

customers, adjusted for losses.

BGS-RSCP Load

the sum of the hourly load of alI BGS-CIEP

The BGS-RSCP Load is the BGS Load excluding the BGS-CIEP Load.
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BGS-RSCP Peak Load Share

BGS-RSCP Peak Load Share is the portion ofPJM-determined EDC zonal peak load on

one proxy day attributable to customers in RSCP rate classes that are taking BGS on that proxy

day. The BGS-RSCP Peak Load Share is a single value measured in MW.

IX.F.8. Bid

A bid consists of four numbers: a number of PSE&G tranches, a number of JCP&L

tranches, a number of ACE tranches, and a number of RECO tranches. A bid represents the

number oftranches that a bidder wishes to serve for each EDC at the going prices in force at that

point in the Auction. In all rounds except the first, to fully specify a bid, a bidder may be asked

for information in addition to the number oftranches that it wishes to bid for each EDC, such as

switching priorities and exit prices. A bid is valid when it is submitted and verified in the bidding

phase, and processed by the Auction software.

IX.F.9. Bidding Phase

The bidding phase is the first phase of a round, during which bidders place bids. A bidder

that submits a bid in a round may revise or change 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 the round, during which the Auction

Manager tabulates the results of that round’s bidding phase and calculates the prices for the next

rotmd.

IX.F.I1. CIEP Load

CIEP Load for an EDC is defined as the sum of the hourly load of all BGS-CIEP

customers, as well as the hourly load of retail customers served by a third party supplier who,

were they to take BGS, would do so under a CIEP tariff, adjusted for losses.

IX.F.12. Contingency Plan

If the number of tranches procured through the Auction is less than the Auction volume

set at the start of the Auction, each EDC whose tranche target is not filled at the end of the
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Auction will implement a Contingency Plan for the remaining tranches. Under their Contingency

Plans, the EDCs will purchase necessary services including installed capacity, energy, and

ancillary services, through PJM-administered markets.

IX.F.13. Decrement

If the number of tranches bid exceeds the number of tranches needed for an EDC, the

price for the EDC falls by a decrement in the next round. The decrement varies in each round

based on the excess supply on an EDC measured against a measure of maximum possible excess

supply.

IX.F.14. Denied Switches

The Auction Manager denies reductions in the number oftranches bid for an EDC from

switches when the tranches bid at the going price and the withdrawn tranches that can be retained

are not sufficient to fill that EDC’s tranche target. Denied switches are retained at the last price

at which they were freely bid.

IX.F.15. EDC Load Cap

An EDC Ioad cap is a maximum number oftranches that a bidder can bid and win for that

EDC. For each EDC, the bidder’s combined number oftranches bid at the going price, retained

withdrawals, and denied switches cannot exceed 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 multiplied to determine the price that each

BGS-RSCP supplier for that EDC receives for every kWh of load it serves in each summer month

of the supply period. The summer months are from Jtme 1 through September 30.

IX.F.17. EDC-Speeific Winter Factor

The factor by which an EDC’s Auction price is multiplied to determine the price that each

BGS-RSCP supplier for an EDC receives for every kWh of load it serves in each winter month

of the supply period. The winter months are 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 tranches that a bidder has financially

guaranteed with a letter of credit (or bid bond) with its Part 2 Application. Initial eligibility can

never exceed the statewide load cap.

A bidder’s initial eligibility is the bidder’s eligibility in round 1. A bidder’s eligibility in

round 2 is the total number of trancfies bid for all EDCs at the going prices in round 1. For any

subsequent round, a bidder’s eligibility in a round is the bidder’s eligibility at the start of the

previous round minus the number of tranches that the bidderwithdrew in the bidding phase of

the previous round (whether or not the Auction Manager retains these withdrawn tranches).

IX.F.19. Eligibility Ratio

An eligibility ratio is obtained by dividing the total eligibility in the Auction by the

number oftranches available in the Auction.

IX.F.20. End of Auction

The Auction ends in the reporting phase of the first round in which the total excess supply

is zero.

IX.F.21. Excess Supply

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

EDC minus the EDC’s tranche target, or it is zero, whichever is greater.

IX.F.22. Exit Price

If a bidder is reducing eligibility in a round, in general the bidder names an exit price.

The bidder names an exit price for the tranches of an EDC that the bidder is no longer willing to

serve at the price for the current round. An exit price must be a price higher than the going price

in the current round and less than or equat to the previous going price for the EDC. No exit price

is named when withdrawing tranches of free eligibility.

IX.F.23. Extension

An extension extends the bidding phase ofa rotmd by 15 minutes. Each bidder is allowed

two extensions during the Auction. A bidder is automatically deemed to have requested an
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extension whenever no bid has been received from the bidder by the end of the scheduled bidding

phase of a round and the bidder has not used the two allowable extensions. The bidding phase

in round 1 is automatically extended for the convenience of bidders.

IX.F.24. Financial Guarantee

Each qualified bidder must post a financial guarantee, in the form of a letter of credit (or

bid bond), proportional to its indicative offer at the maximum starting price. Some bidders may

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

IX.F.25. Free EligibiIity

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

price is said to be outbid. An outbid denied switch becomes a tranche of free eligibility. The

bidder can assign a tranche of free eligibility to any EDC(s) and, if the bidder wishes to withdraw

such a tranche, no exit price will be named and this tranche will not be retained.

IX.F.26. Full-Requirements Service

Full-requirements service means that the supplier is responsible for fulfilling all the

requirements ofa PJM LSE including capacity, energy, ancillary services, transmission, and any

other service as may be required by PJM.

IX.F.27. ’    Going Price

The going price for an EDC in a round is the price at which the Auction Manager is

soliciting bids in that round. A bidder that submits a bid in a round declares itself ready to supply

the number of tranches bid for each EDC at the going price for the EDC.

IX.F.28. Indicative Offer

An indicative offer specifies two numbers of tranches. The first number represents the

amount that the qualified bidder is willing to serve at the maximum starting price on a statewide

basis (i.e., for all EDCs combined). The second number represents the amount that the qualified

bidder is willing to supply at the minimum starting price on a statewide basis. At each of the

maximum and the minimttm starting prices, the number of tranches indicated by the qualified

bidder cannot exceed the statewide toad cap. Indicative offers are provided with the Part 2

Application.
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IX.F.29. Initial Eligibility

See Eligibility and Initial Eligibility.

IX.F.30. Minimum and Maximum Starting Prices

The minimum and maximum sta~ing prices establish the range of possible starting prices

for the Auction: each EDC wilt choose a starting price for round 1 of the Auction that is between

the minimum and the maximum starting prices. The EDCs will agree on the statewide minimum

and maximum starting prices.

IX.F.31. MW-Measure

The approximate measure in MW of a single tranche for an EDC, given the RSCP Peak

Load Share for the EDC and the percentage of load represented by the tranche.

IX.F.32. Outbid 0)enied Switches)

A denied switch that is repIaced in filling the tranche target by a new tranche at the going

price is said to be outbid.

IX.F.33. Oversupply Ratio

The oversupply ratio is the ratio of the excess supply on an EDC to a measure of the

maximum possible excess supply on that EDC. The measure of the maximum possible excess

supply on an EDC takes into account the total excess supply in the Auction, the EDC load cap,

and the number of registered bidders.

IX.F.34. Part I Application

In their Part 1 Applications, interested parties will be asked to submit financial

information so that the EDCs can assess their creditworthiness. In addition, interested parties

will be asked to comply with other qualification criteria, including agreeing to comply with the

BGS-RSCP Auction Rules and agreeing to the terms of the BGS-RSCP Supplier Master

Agreement. Each interested party will also be asked to agree that if the interested party is

successful in its Part 1 Application it will keep confidential the list of other successfi~ applicants

and it will not assign its rights or substitute another entity in its place.
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Part 1 Application Date

Date at which Part 1 Applications are due. This date will be set no earlier than 10 days

after the maximum and minimum starting prices have been announced.

Part 2 Application

In the Part 2 Application, qualified bidders will make a number of certifications to ensure

compliance with the association and confidential information portion of these roles. Each

qualified bidder is also asked to agree to keep confidentiaI the list of other successful applicants;

to agree that the submission of any bid creates a binding and irrevocable offer to provide service

under the terms of the BGS-RSCP Supplier Master Agreement; and not to assign its rights or

substitute another entity in its place.

IX.F.37. Part 2 Application Date

Date at which Part 2 Applications are due. This date will be set no later than lOdays

before the start of the Auction.

IX.F.38. Product in the Auction

A product in the OGS-RSCP) Auction is the BGS-RSCP Load for an EDC for a three-

year supply period.

IX.F.39. Qualified Bidder

An interested party that has submitted a Part 1 Application and that has satisfied all

conditions of the Part t Application becomes a qualified bidder. Interested parties will be notified

that they have qualified no later than three days after the Part 1 Application Date.

IX.F.40. Recess

A recess is a suspension of the Auction for a period of no less than twenty minutes, giving

bidders more time to consider their bids. A bidder may request a recess in the calculating phase

or the reporting phase of a round. Each bidder is allowed one recess during the Auction. A

bidder cannot request a recess in the ftrst ten rounds of the Auction. Starting in the eleventh

round, a bidder may request a recess in a round if the total excess supply in the Auction reported

in the previous round was 40 or fewer tranches.
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IX.F.41.    Reductions

Reductions in the number of tranches bid on an EDC for which the price has ticked down

can be in the form of a withdrawal (i.e., reducing the number oftranches bid on an EDC without

increasing the number oftranches bid on other EDCs, and thus reducing the number of tranches

bid in total) or a switch (i.e., re-assigning the total number oft-ranches bid so that the number of

tranches bid on one or several EDCs is reduced, but the number of tranches bid on other EDCs

is increased by the smme amount).

IX.F.42. Registered Bidder

A qualified bidder that submits a Part 2 Application and that satisfies all conditions of the

Part 2 Application becomes a registered bidder. Conditions of the Part 2 Application include the

submission of an indicative offer and financial guarantees. These conditions also include making

certifications relating to the Association and Confidential Information Rules or, if not all these

certifications can be made, providing additional information to the Auction Manager and abiding

by the course of action decided by the Auction Manager.

IX.F.43. Reporting Phase

The reporting phase is the third and final phase of a round, during which the Auction

Manager informs the bidders of the results of that round’s bidding phase. All bidders are

informed of the going prices for the next round’s bidding phase and are provided with a range of

total excess suppIy. Each bidder privately receives the results of the bidder’s own bid from that

round, indicating to each bidder its obligation at this point in the Auction.

IX.F.44.     Round

The Auction rtms in discrete time periods called rounds. Each round has a bidding phase,

a calculating phase, and a reporting phase.

IX.F.45.     Rounding

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

of a cent.
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IX.F.46. RSCP Load

RSCP Load is the retail load excluding the ClEP Load.

IX.F.47. RSCP Peak Load Share

RSCP Peak Load Share is the portion attributable to those customers on RSCP service of

PJM-determined EDC zonal peak load on one proxy day. The RSCP Peak Load Share is a single

value measured in MW that consists of the BGS-RSCP Peak Load Share and the peak load

at~butable to customers who are served by third party suppliers on the proxy day and who are

in RSCP rate classes.

IX.F.48. Session

Each day in the Auction will consist of two bidding sessions of roughly equal length.

Each bidding session will consist of a number of rounds.

IX.F.49. Starting Prices

The starting prices are announced three days before the Auction 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 number oftranches that a bidder can bid and

win statewide.

IX.F.51. Switches and Switching

Switching involves an increase in the number oftranches bid on some EDCs while at the

same time a reduction in the number of tranches bid on other EDCs. Switching (without a

simultaneous reduction of tranches through a withdrawal) occurs when a bidder reallocates its

tranches bid without changing the total number of tranches bid on all EDCs. Switching alone

has no effect on eligibility.

IX.F.52. Switching Priority

A switching priority is a preference assigned to one of the EDCs for which a bidder is

increasing its number oftranches bid. The bidder is required to assign a switching priority when

the bidder is increasing the number oftranches bid for more than one EDC.
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IX.F.53. Target Eligibility Ratio

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

IX.F.54. Time-Out

A time-out is a pause in the Auction. A time-out suspends activity in the Auction for a

period of up to four hours. The Auction Manager can call a time-out at any time during a round.

Total Excess Supply

The total excess supply in the Auction is the sum, over all EDCs for which the number of

tranches bid exceeds the tranche target, of the excess supplies for the individual EDCs, plus

tranches of free eligibility.

IX.F.56. Tranche

A tranche of one EDC is a full-requirements tranche. A tranche is a fixed percentage

share of the BGS-RSCP Load of an EDC for the period June 1, 2019 to May 31, 2022.

IX.F.57. Tranche Size

The tranche size of an EDC in this Auction is the percentage share of the BGS-RSCP

Load of the EDC represented by one tranche.

IX.F.58. Tranehe Target

The tranche tat’get is the number of tranches available at the Auction for an EDC.

IX.F.59. Withdrawal

A bidder reduces t~e number of tranches bid on an EDC through a withdrawal when the

bidder is reducing the number of tranches bid on an EDC, whiie not increasing the number of

tranches bid on other EDCs, and thus reducing the number oftranches bid in total. A bidder who

does not bid a tranche of free eligibility in the round when it becomes available is making a

withdrawal.
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IX.G.1.

Appendix

Tranches

Data for sample calculations are provided in the table below. The second column of the

table provides, for each EDC, the 2018 RSCP Peak Load Share on a proxy day. The fourth

column provides the number of tranches for each EDC, which is the tranche target. The last

column provides the MW-measure, which is generally the size of the tranche times the RSCP

Peak Load Share @lease see the note about JCP&L below).

Table IX-5. Sample Data
RSCP Peak LoadRSCP Peak Load Share inTranche Size of MW-EDC

Share (MW)      20!,9 Auction (MW)     Target tranche (%) Measure
PSE&G 7,641.16 2,517.09 28 1.18% 89.90
JCP&L6 4,508.97 1,537.15 18 1.89% 85.40
ACE 2,027.00 644.95 7 4.55% 92.14
RECO 400.00 100.00 1 25.00% 100.00
Total 14,577.13 4, 799.19 54

For RECO, the RSCP Peak Load Share is 400.00 MW.The size ofa tranche is 25%. The

MW-measure is then 100.00 MW, or 25% of 400.00 MW.

With the 2010 Auction, JCP&L began transitioning to procuring more tranches so that

the MW-measure of a tranche is closer to approximately 100 MW. Three tranches were added

to each of the 2010, 2011, and 2012 Auctions. JCP&L now procures 53 tranches. As a

consequence, the size of a tranche for JCP&L varies across the three Auctions used to supply

JCP&L’s BGS-RSCP customers at any point in time, as shown in the table below. For the other

three EDCs, the size ofa tranche is the same across all Auctions.

Table IX-6. JCP&L Tranche Numbers and Sizes
Auction Number of Tranches Size of Tranche

2017 15 (12/44) x (1/15) or approximateIy 1.82%

2018 20 (17/44) x (1/20) or approximately 1.93%

2019 18 (I5/44) x (1/18) or approximately 1.89%

6 The Public Power Association of New Jersey ("PPANJ") has petitioned the Board requesting authorization to
receive the entire St. Lawrence allocation on behalf of PPANJ’s members. JCP&L will continue to serve the 10
MW ofload associated with the St. Lawrence aIlocation pending a final determination by the Board.
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IX.G.2. Decrements

The calculation of the size of the decrement, A, is based on the oversupply ratio, 7, which

is the ratio of the excess supply on an EDC to an estimate of the maximum excess supply:

B-TT
~ : min(-~-~,n. LC- TT)

The nmnerator is the excess supply on an EDC, which is the number oftranches bid at the going

price (B) minus the tranche target (T!). The denominator is a measure of maximum possible

excess supply for that EDC. The excess supply on an EDC must be less than or equal to the total

excess supply in the Auction. RES is the upper bound of the range of total excess supply

reported to bidders or 30 tranches, whichever is larger, and it serves as a measure oftotat excess

supply in the Auction. The excess supply on an EDC must also be Iess than or equal to the excess

supply that would result from all bidders bidding the load cap on the EDC. This is represented

by n.LC-IT, namely the number of registered bidders (n) times the load cap (LC) minus the

tranche target (TT). The estimate of maximum possible excess suppty for the EDC used for the

decrement rules is RES, or the measure based on the number of registered bidders and the load

cap n. LC-TT, whichever is smalter.

Regime 1

The Auction starts in Regime 1. In Regime 1, the following decrement formulas will be

used.

If an EDC’s tranche target is 25 tranches or more, the decrement for that EDC is set as a

series of steps. Using this rule, the smallest decrement would be 0.5% (and the amount of the

decrease in price would be rounded offto the nearest cent). The smallest decrement would be in

effect when the oversupply ratio is at or below a pre-determined vatue (but above 0). The

decrement is never more than 5% (subject to rounding off). The largest decrement would be in

effect when the oversupply ratio is above that pre-detennined maximum value.
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The following series of steps wilt be used:

0.0050 if 3’ < 0.15
0.0150 if 0.15 <y< 0.29

0.0300 if 0.29 < V < 0.41

0.0425 if 0.41 < 3’ < 0.53

0.0500 if ~, > 0.53

When the oversupply ratio is at or beiow a value of 0.1500 (but above 0), which means that the

excess supply on the EDC is at or below 15.00% of its maximum, the decrement is set at 0.50%.

When the oversupply ratio is at or below a value of 0.2900 (but above 0.1500), the decrement is

set at 1.5%. When the oversupply ratio is at or below a value of 0.4100 (but above 0.2900), the

decrement is set at 3%. When the oversupply ratio is at or below a value of 0.5300 (but above

0.4100), the decrement is set at 4.25%. When the oversupply ratio is above 0.5300, which means

that the excess supply on the EDC exceeds 53.00% of its maximum, the decrement is set at 5%.

If an EDC’s tranche target is between 10 and 24 tranches (inclusive), the decrement for

that EDC is set as a series of steps. Using this rule, the smallest decrement would be 0.5% (and

the amount of the decrease in price would be rounded off to the nearest cent). The smallest

decrement would be in effect when the oversupply ratio is at or below a pre-determined value

(but above 0). The decrement is never more than 5% (subject to rounding off). The largest

decrement would be in effect when the oversupply ratio is above that pre-determined maximum

value.

The follow~gseries of steps will be used:

When the oversupply ratio is at or below a value of 0.1200 (but above 0), which means that the

excess supply on the EDC is at or below I2.00% of its maximum, the decrement is set at 0.50%.

When the oversupply ratio is at or below a value of 0.2400 (but above 0.1200), the decrement is

0.0050 ~f .~_o.12
0.0150 if 0.12<’,i<0.24

A = 0.0300 if 0.24 < 7 -< 0.36

0.0425 if 0.36 < 3’ < 0.47

0.0500 if qt > 0.47
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set at 1.5%..When the oversupply ratio is at or below a value of 0.3600 (but above 0.2400), the

decrement is set at 3%. When the oversupply ratio is at or below a value of 0.4700 (but above

0.3600), the decrement is set at 4.25%. When the oversupply ratio is above 0.4700, which means

that the excess supply on the EDC exceeds 47.00% of its maximum, the decrement is set at 5%.

If an EDC’s tranche target is between 5 and 9 tranches (inclusive), the decrement for that

EDC is set as a series of steps. Using this rule, the smallest decrement would be 1.5% (and the

amount of the decrease in price would be rounded off to the nearest cent). The smallest

decrement would be in effect when the oversupply ratio is at or below a pre-determined value

(but above 0). The decrement is never more than 5% (subject to rounding off). The largest

decrement would be in effect when the oversupply ratio is above that pre-detenuined maximum

value.

The following series of steps will be used:

0.0150 if 3,<0.15

0.0300 if 0.t5 <?_< 0.27

0.0425 if 0.27 < y _< 0.40

0.0500 if ? > 0.40

When the oversupply ratio is at or below a value of 0.1500 (but above 0), the decrement is set at

1.50%. When the oversupply ratio is at or below a value of 0.2700 (but above 0.1500), the

decrement is set at 3%. When the oversupply ratio is at or below a value of 0.4000 (but above

0.2700), the decrement is set at 4.25%. When the oversupply ratio is above 0.4000, which means

that the excess supply on the EDC exceeds 40.00% of its maximum, the decrement is set at 5%.

tfan EDC’s tranche target is 4 tranches or fewer, the decrement for that EDC is set as a

series of steps. Using this rule, the smallest decrement would be 3.00% (and the amount of the

price decrease would be rounded offto the nearest thousandth of a cent). The smallest decrement

would be in effect when the oversupply ratio is at or below a pre-determined value (but above

0). The decrement is never more than 5% (subject to rotmding off). The largest decrement would

be in effect when the oversupply ratio is above that pre-determined maximum value.
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The following series of steps wilI be used:

=JO.03

if 3, < 0. I0

Lo.o5 ij" > o.1o

When the oversupply ratio is at or below a value of 0.1000 (but above 0), the decrement is set at

3.00%. When the oversupply ratio is above 0.1000, which means that the excess supply on the

EDC exceeds 10.00% of its maximum, the decrement is set at 5%.

Change from Regime 1 to 2

Decrements continue to be calculated by the decrement formulas of Regime 1 until the

going prices for round 4 are calculated. After that time, in the first round in which the upper

bound of the total excess supply range (RES) reported to bidders is

Greater than 30 tranches; and

,, At least 15 tranches fewer than the upper bound of the total excess supply range

reported to bidders in round 1;

then the decrement formulas of Regime 2 will be used for the going prices in the next round. If,

in the first round in which REff is at least 15 tranches fewer than RES in round 1, it is also the

case that the upper bound of the total excess supply range reported to bidders is 30 or fewer

tranches, the decrement formulas of Regime 3 will be used for the going prices in the next round

and for the remainder of the Auction.

Regime 2

In Regime 2, the following decrement formulas will be used.

If an EDC’s tranche target is 25 tranches or more, the decrement for that EDC is set as a

series of steps. Using this rule, the smallest decrement would be 0.375% (and the amount of the

decrease in price would be rounded off to the nearest cent). The smallest decrement would be in

effect when the oversupply ratio is at or below a pre-determined value (but above 0). The
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decrement is never more than 3.75% (subject to rounding off). The largest decrement would be

in effect when the oversupply ratio is above that pre-determined maximum value.

The following series of steps will be used:

0.003750 if 7 < 0.15

0.011250 if 0.15 < y < 0.29

0.022500 f 0.29 < y < 0.41

0.031875 if 0.41 <y< 0.53

0.037500 if 7 > 0.53

When the oversupply ratio is at or below a value of 0.1500 (but above 0), which means that the

excess supply on the EDC is at or below 15.00% of its maximum, the decrement is set at 0.375%.

When the oversupply ratio is at or below a value of 0.2900 (but above 0.1500), the decrement is

set at 1.125%. When the oversupply ratio is at or below a value of 0.4100 (but above 0.2900),

the decrement is set at 2.25%. When the oversupply ratio is at or below a value of 0.5300 (but

above 0.4100), the decrement is set at 3.1875%. When the oversupply ratio is above 0.5300,

which means that the excess supply on the EDC exceeds 53.00% of its maximum, the decrement

is set at 3.75%.

If an EDC’s tranche target is between 10 and 24 tranches (inclusive), the decrement for

that EDC is set as a series of steps. Using this rule, the smallest decrement would be 0.375% (and

the mount of the decrease in price would be rounded off to the nearest cent). The smallest

decrement would be in effect when the oversupply ratio is at or below a pre-determined value

(but above 0). The decrement is never more than 3.75% (subject to rounding off). The largest

decrement would be in effect when the oversupply ratio is above that pre-determined maximum

value.

The following series of steps will be used:

0.003750 if 3’ < 0.12

0.011250 if 0.12 < 7< 0.24

0.022500 if 0.24 < y < 0.36

0.031875 if 0.36 < y < 0.47

0.037500 if ~ > 0.47
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When the oversupply ratio is at or below a value of 0.1200 (but above 0), which means that the

excess supply on the EDC is at or below 12.00% of its maximum, the decrement is set at 0.375%.

When the oversuppIy ratio is at or below a value of 0.2400 (but above 0.I200), the decrement is

set at 1.125%. When the oversupply ratio is at or beIow a value of 0.3600 (but above 0.2400),

the decrement is set at 2.25%. When the oversupply ratio is at or below a value of 0.4700 (but

above 0.3600), the decrement is set at 3.1875%. When the oversupply ratio is above 0.4700,

which means that the excess supply on the EDC exceeds 47.00% of its maximum, the decrement

is set at 3.75%.

If an EDC’s tranche target is between 5 and 9 tranches (inclusive), the decrement for that

EDC is set as a series of steps. Using this rule, the smallest decrement would be 1.125% (and the

amount of the decrease in price would be rounded off to the nearest cent). The smallest

decrement would be in effect when the oversupply ratio is at or below a pre-determined value

(but above 0). The decrement is never more than 3.75% (subject to rounding off). The largest

decrement would be in effect when the oversupply ratio is above t~at pre-determined maximtma

value.

The following series of steps will be used:

0.011250 if 3,<0.I5

0.022500 if 0.15 < 3, 5 0.27

0.031875 if 0.27 < 7 < 0.41

0.037500 if 3’ > 0.41

When the oversupply ratio is at or below a value of 0.1500 (but above 0), the decrement is set at

1.125%. When the oversupply ratio is at or below a value of 0.2700 (but above 0.1500), the

decrement is set at 2.25%. When the oversupply ratio is at or below a value of 0.4100 (but above

0.2700), the decrement is set at 3.1875%. When the oversupply ratio is above 0.4t00, which

means that the excess supply on the EDC exceeds 41.00% of its maximum, the decrement is set

at 3.75%.

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

series of steps. Using this rule, the smallest decrement would be 2.25% (and the amount of the
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price decrease would be rounded offto the nearest thousandth of a cent). The smallest decrement

would be in effect when the oversupply ratio is at or below a pre-determined value (but above

0). The decrement is never more than 3.75% (subject to rounding off). The largest decrement

would be in effect when the oversupply ratio is above that pre-determined maxim~um value.

The following series of steps will be used:

=~0.0225 0" 3t < 0.10

!,.0.0375 if 3’ > 0.10

When the oversupply ratio is at or below a value of 0.1000 (but above 0), the decrement is set at

2.25%. When the oversupply ratio is above 0.1000, which means that the excess supply on the

EDC exceeds 10.00% of its maximum, the decrement is set at 3.75%.

Change from Regime 2 to 3

In the first round:

¯ After the going prices for round 4 are calculated; and

¯ In which the upper bound of the total excess supply range reported to bidders is

30 or fewer tranches;

then the decrement formulas of Regime 3 will be used for the going prices in the next round and

for the remainder of the Auction.

Regime 3

In Regime 3, the following decrement formulas will be used.

If an EDC’s tranche target is 25 tranches or more, the decrement for that EDC is set as a

series of steps. Using this rule, the smallest decrement would be 0.25% (and the amount of the

decrease in price would be rounded offto the nearest cent). The smallest decrement would be in

effect when the oversupply ratio is at or below a pre-determined value (but above 0). The
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decrement is never more than 2.5% (subject to rounding off). The largest decrement would be

in effect when the oversupply ratio is above that pre-determined maximum value.

The following series of steps will be used:

0.002500 if 3’ < 0.15
0.007500 i.f 0.t5 <7<0.31

A= 0.015000 ~ 0.31 <7<0.47

0.021250 if 0.47 < 7 < 0.62

0.025000 if 7 > 0.62

When the oversupply ratio is at or below a value of 0.1500 (but above 0), which means that the

excess supply on the EDC is at or below 15.00% of its maximum, the decrement is set at 0.25%.

When the oversupply ratio is at or below a value of 0.3100 (but above 0.1500), the decrement is

set at 0.75%. When the oversupply ratio is at or below a value of 0.4700 (but above 0.3100), the

decrement is set at 1.5%. When the oversupply ratio is at or below a value of 0.6200 (but above

0.4700), the decrement is set at 2.125%. When the oversupply ratio is above 0.6200, which

means that the excess supply on the EDC exceeds 62.00% of its maximmn, the decrement is set

at 2.5%.

If an EDC’s tranche target is between 10 and 24 tranches (inclusive), the decrement for

that EDC is set as a series of steps. Using this rule, the smallest decrement would be 0.25% (and

the amount of the decrease in price would be rounded off to the nearest cent). The smallest

decrement would be in effect when the oversupply ratio is at or below a pre-determined value

(but above 0). The decrement is never more than 2.5% (subject to rounding off). The largest

decrement would be in effect when the oversupply ratio is above that pre-determined maximum

value.

The following series of steps will be used:

0.002500 if 3’ < 0.12
0.007500 if 0.I2 < 3’ < 0.22

0.015000 if 0.22 < 3’ < 0.36

0.021250 if 0.36 < 3’ < 0.48

0.025000 if 3’ > 0.48
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When the oversupply ratio is at or below a value of 0.1200 (but above 0), which means that the

excess supply on the EDC is at or below 12.00% of its maximum, the decrement is set at 0.25%.

When the oversupply ratio is at or below a value of 0.2200 (but above 0.1200), the decrement is

set at 0.75%. When the oversupply ratio is at or below a vaIue of 0.3600 ~ut above 0.2200), the

decrement is set at 1.5%. When the oversupply ratio is at or below a value of 0.4800 (but above

0.3600), the decrement is set at 2.125%. When the oversupply ratio is above 0.4800, which

means that the excess supply on the EDC exceeds 48.00% of its maximum, the decrement is set

at 2.5%.

If an EDC’s tranche target is between 5 and 9 tranches (inclusive), the decrement for that

EDC is set as a series of steps. Using this rule, the smallest decrement would be 0.75% (and the

amount of the decrease in price would be rounded off to the nearest cent). The smallest

decrement would be in effect when the oversupply ratio is at or below a pre-determined value

(but above 0). The decrement is never more than 2.5% (subject to rounding off). The largest

decrement would be in effect when the oversupply ratio is above that pre-determined maximum

value.

The following series of steps wilI be used:

0.00750 if ‘/< 0.11

0.01500 if 0.11 <‘/<0.21

0.02125 if 0.21 <,/<0.31

0.02500 if ‘/> 0.31

When the oversupply ratio is at or below a value of 0.1100 (but above 0), which means that the

excess supply on the EDC is at or below 11.00% of its maximum, the decrement is set at 0.75%.

When the oversupply ratio is at or below a value of 0.2100 (but above 0.1100), the decrement is

set at 1.5%. When the oversupply ratio is at or below a value of 0.3100 (but above 0.2100), the

decrement is set at 2.125%. When the oversupply ratio is above 0.3100, which means that the

excess supply on the EDC exceeds 31.00% of its maximum, the decrement is set at 2.5%.

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

series of steps.
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Using this rule, the smallest decrement would be 1.50% (and the amount of the decrease

in price would be rounded offto the nearest thousandth of a cent). The smallest decrement would

be in effect when the oversupply ratio is at or below a pre-determined value (but above 0). The

decrement is never more than 2.5% (subject to rounding off). The largest decrement would be

in effect when the oversupply ratio is above that pre-determined value.

The following series of steps will be used:

~0.015

if 3’ < 0.10

[.0.025 if y > 0.10

When the oversupply ratio is at or below a value of 0.1000 (but above 0), the decrement is set at

1.50%. When the oversupply ratio is above 0.1000, which means that the excess supply on the

EDC exceeds 10.00% of its maximuna, the decrement is set at 2.5%.
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BGS-CIEP SUPPLIER MASTER AGREEMENT

THIS BGS-CIEP SUPPLIER MASTER AGREEMENT, made and entered

into this ~ day of ,2019, by and between (the "Company"), a

corporation and a public utility organized and existing under the laws of the State of New

Jersey, on its own behalf and as agent as more fuIIy set forth below, and each of the

suppliers listed on Appendix A hereto, severaIIy and not jointly (each a "BGS-CIEP

Supplier" and, collectively, the "BGS-CIEP Suppliers"), the Company and each BGS-

C~P Supplier hereina~er sometimes referred to collectively as the "Parties", or

individually as a "Party",

WITNESSETH:

WHEREAS, the Company is a public utility engaged, inter alia, in the

transmission and distribution of electric Energy within its Service Territory located in the

State of New Jersey; and

WHEREAS, pursuant to Section 9(c) of the Electric Discount and Energy

Competition Act, N.J.S.A. 48:3-49 et. se~. ("EDECA"), the New Jersey Board of Public

Utilities ("BPU") has been authorized to make available to any power supplier on a

competitive basis the opportunity to provide Basic Generation Service ("BGS"); and

WHEREAS, in its Decision and Order dated , in Docket No. ER18040356

(the " Order"), the BPU found that for periods after May 31, 2019, it would serve

the public interest for the Company to continue to secure BGS Supply through a bid

process; and



WHEREAS, in the ~ Order, the BPU approved an auction design for

bidding out two Basic Generation Service products, one a product termed Basic

Generation Service - Residential Small Commercial Pricing ("BGS-RSCP"), and one a

product termed Basic Generation Service - Commercial and Industrial Energy Pricing

("BGS-CIEP’); and

WHEREAS, on~

bidding out BGS-CIEP was held; and,

, 2019 through ~, 2019, a successful auction for

WHEREAS, each BGS-CIEP Supplier was one of the winning bidders in the

auction for the provision of BGS-CIEP; and

WHEREAS, the ~ Order authorized the Company to contract with winning

bidders, on behalf of the consumers of electricity located on the Company’s distribution

system, for the provision of the share of BGS-CIEP Load covered by t~e winning bid;

and

WHEREAS, pursuant to the auction procedures approved in the ~ Order, the

Company and each of the BGS-CIEP Suppliers desire to enter into this BPU-approved

BGS-CIEP Supplier Master Agreement ("Agreement") setting forth their respective

obligations concerning the provision of BGS-CIEP;

NOW, THEREFORE, in consideration of the mutual covenants and promises set

forth below, and for other good and valuable consideration, the receipt and sufficiency of

which are hereby acknowledged, the Parties hereto, intending to be legally bound, hereby

covenant, promise and agree as follows:
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ARTICLE 1: DEFINITIONS

Any capitalized or abbreviated term not elsewhere defined in this Agreement shall

have the definition set forth in this A~icle 1.

Ancillary Services - shall have the meaning ascribed thereto in the PJM Tariff.

Ancillary Service Charge - the price for Ancillary Services in dollars per MWh equal to
the amount shown in the Company Specific Addendum approved by the BPU on

Applicable LegaI Authorities - generally, those federal and New Jersey statutes and
administrative rules and regulations that govern the electric utility industry in New
Jersey.

Auction Website - www.bgs-auction.com

Bankruptcy Code - those laws of the United States of America related to bankruptcy,
codified and enacted as Title 11 of the United States Code, entitled "Bankruptcy" and
found at 11 U.S.C. § 101 et seq., as such laws may be amended, modified, replaced or
superseded from time to time.

Basic Generation Service or "BGS" - electric generation service that is provided at retail
pursuant to the Applicable Legal Authorities under the Company’s retail electric tariffs
and under any other agreements or arrangements between the Company and Customers,
to any Customer that is not being served by a Third Party Supplier.

Basic Generation Service - Commercial and Industrial Energy Pricing or "BGS-CIEP" -
electric generation service that is provided pursuant to the Applicable Legai Authorities
at prices that include an energy charge component that varies on an hourly basis in
accordance with changes in the load-weighted average Residual Metered Load aggregate
Real-Time Locational Marginal Price(including energy, congestion and marginal losses)
for the Company’s Transmission Zone under the Company’s BGS-CIEP Tariffs.

Basic Generation Service - Residential Small Commercial Pricing or "BGS-RSCP" -
electric generation service that is provided at retail pursuant to the Applicable Legal
Authorities under the Company’s BGS-RSCP Tariffs.

Basic Generation Service Supply or "BGS Supply" - either BGS-RSCP Supply or BGS-
CIEP Supply.

BGS-CIEP Price - the price resulting from the Company’s __ 2019 BGS-CIEP auction,
equal to $     per MW-day, and paid to BGS-CIEP Suppliers based on the daily BGS-
CIEP Capacity obligation, as specified in Article 9 of this Agreement.



BGS-CIEP Customer - a Customer who is being served under any one of the Company’s
BGS-CIEP Tariffs and is not taking electric generation service from a Third Party
Supplier.

BGS-CIEP-Eligible Customer - any Customer who, if that Customer was taking BGS,
would be served under the Company’s BGS-CIEP Tariffs, whether or not such Customer
receives BGS-CIEP or receives electric generation service from a Third Party Supplier.

BGS-CIEP Load - the full electricity requirement (including without limitation, Energy,
Capacity, Ancillary Services and Firm Transmission Service) of BGS-CIEP Customers.

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

BGS-CIEP Supplier - an entity that has been selected through the BGS-CIEP solicitation
and has accepted the obligations and associated rights to provide BGS-CIEP Supply to
retail customers within the State of New Jersey in accordance with the Applicable Legal
Authorities and has entered into this Agreement with the Company as a Party. Each
BGS-CIEP Supplier under this Agreement must be an LSE and shall have the obligations
of an LSE under the PJM Agreements. The term "supplier" also refers generically to
any entity authorized by the BPU to provide BGS Supply, as opposed to a specific
signatory to this Agreement, where the context makes it appropriate to do so. The
distinction can be derived from the context, but is also generally reflected in the use of
lower case type ("supplier") to reflect the generic usage, and an initial capital
("Supplier") to reflect a Party to this Agreement.

BGS-CIEP Supplier Responsibility Share - for each BGS-CIEP Supplier, the fixed
percentage share of the Company’s BGS-CIEP Load for which the BGS-CIEP Supplier is
responsible as set forth in Appendix A. The stated percentage share was determined by
multiplying the number of Tranches won by the BGS-CIEP Supplier in the auction times
the BGS-CIEP Tranche size percentage share.

BGS-CIEP Supply - unbundled Energy, Capacity, Ancillary Services and Firm
Transmission Service, including all losses and!or congestion costs associated with the
provision of such services, and such other services or products that a BGS-CIEP Supplier
may be required, by PJM or other governmental body having jurisdiction, to provide in
order to meet the BGS-CtEP Supplier Responsibility Share under this Agreement.

BGS-CIEP Tariffs - Rate Schedules of the Company.

BGS-RSCP Customer- a Customer who is being served under any one of the Company’s
BGS-RSCP Tariffs.

BGS-RSCP Load - the full electricity requirement (including, without limitation, Energy,
Capacity, Ancillary Services and Firm Transmission Service) of B GS-RSCP Customers.
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Supplier - an entity that has been selected through the BGS-RSCP
solicitation and has accepted the obligations and associated rights to provide BGS-RSCP
Supply to retail customers within the State of New Jersey in accordance with the
Applicable Legal Authorities and has entered into a BGS-RSCP Supplier Master
Agreement with the Company as a Party. Each BGS-RSCP Supplier must be an LSE and
shall have the obligations of an LSE under the PJM Agreements.

BGS-RSCP Supply - unbundled Energy, Capacity, Ancillary Services and Firm
Transmission Service, including all losses and/or congestion costs associated with the
provision of such services, and such other services or products that a BGS-RSCP
Supplier may be required, by PJM or other governmental body having jurisdiction, to
provide in order to meet the BGS-RSCP Supplier Responsibility Share of BGS-RSCP
Load.

BGS-RSCP Tariffs- Rate Schedules of the Company.

Billing Month - each calendar month during the term of this Agreement.

BPU or "Board" - the New Jersey Board of Public Utilities or its successor.

Business Day- any day on which the Company’s and PJM’s corporate offices are open
for business and commercial banks are not authorized or required to close in New York,
New York.

Capacity - shall mean "Unforced Capacity" as set forth in the PJM RAA or in successor,
superseding or amended versions of the PJM RAA that may take effect from time to time
over the term of this Agreement, and any successor measurement of generating capacity
as may be employed in PJM (whether set forth in the PJM RAA or elsewhere) for the
purpose of stating the capacity obligation of an LSE.

Charge - any fee, charge or other amount that is billable by the Company to the BGS-
CIEP Supplier under this Agreement.

CIEP Standby Fee - the price, equal to $0.00015 per kWh, and paid to compensate the
BGS-CIEP SuppIier for being available to provide BGS-CIEP Supply to the BGS-CIEP
Supplier Responsibility Share under this Agreement.

Competitive Electricity Supply - unbundled Energy, Capacity and Firm Transmission
Service, including all losses and/or congestion associated with the provision of the
foregoing services, and such other services or products that are provided by a Third Party
Supplier to fulfill its obligations to serve customer Ioad. The provision of Competitive
Electricity Supply by Third Party Suppliers entails fulfillment of all obligations
associated with service to Customers, including the obligations of a Load Serving Entity
under the PJM Tariff, procedures, agreements and manuals.

Costs - means, with respect to the Non-Defaulting Party, brokerage fees, commissions
and other similar transaction costs and expenses reasonably incurred by such Party either



in terminating any arrangement pursuant to which it has hedged its obligations or
into new arrangements which replace this Agreement; and all reasonable

attorneys’ fees and expenses incurred by the Non-Defaulting Party in connection with the
termination of this Agreement.

Customer - a Company customer as defined in the Company’s retail tariffs, eligible to
receive Competitive Electricity Supply from a Third Party Supplier or BGS-RSCP or
BGS-CIEP from a BGS-RSCP Supplier or a BGS-CIEP Supplier, respectively, in
accordance with the Applicable Legal Authorities.

Damages - financial compensation from the Defaulting Party to the Non-Defaulting
Party associated with the occurrence of an Event of Default or an Early Termination of
this Agreement. This compensation shall be assessed pursuant to Article 5 of this
Agreement.

Early Termination - termination of this Agreement prior to the end of the term due to the
occurrence of an Event of Default as specified in Section 5.I of this Agreement and the
declaration of Early Termination.

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

Effective Date - the date first written above.

Electric Distribution Company or "EDC"- the applicable of the four New Jersey Electric
Distribution Companies.

Emergency - (i) an abnormal system condition requiring manual or automatic action to
maintain system frequency, or to prevent toss of finn load, equipment damage, or
tripping of system elements that could adversely affect the reliability of an electric
system or the safety of persons or property; or (ii) a fuel shortage requiring departure
from normal operating procedures; or (iii) a condition that requires implementation of
Emergency Operations Procedures as defined in the PJM OATT or PJM manuals; or (iv)
any other condition or situation that the Company or PJM deems imminently likely to
endanger tile or property or to affect or impair the Company’s eleetrical system or the
electrical system(s) of other(s) to which the Company’s electrical system is directly or
indirectly connected (a "Connected Entity"). Such a condition or situation may include,
but shall not be limited to, potential overloading of the Company’s transmission and/or
distribution circuits, PJM minimum generation ("light load") conditions, or unusual
operating conditions on either the Company’s or a Connected Entity’s electrical system,
or conditions such that the Company is unable to accept Energy from the BGS-CIEP
Supplier without jeopardizing the Company’s electrical system or a Connected Entity’s
electrical system.

Energy - three-phase, 60-cycle alternating current electric energy, expressed in units of
kilowat~-hours or megawatt-hours.



Energy Portfolio Standards - (i) those standards imposed by the BPU pursuant to
N.J.S.A. 48:3-87(d) requiring that specified levels of electric power sold for the provision
of Basic Generation Service shall be produced from renewable energy resources as set
forth in the Renewable Energy Portfolio Standards, N.J.A.C. 14:8-2 et seq., as modified
or superseded, or in such other regulations of the BPU as may be adopted or amended
from time to time, and (ii) any standards imposed under any federal, state or local
legislation or by any federal, interstate, state or local court, tribunal or governmental.
agency or authority or regulatory body that have the effect of requiring that specified
levels of electric power sold for the provision of Basic Generation Service shall be
produced from, or be otherwise attributable to, renewable energy resources or shall be
produced from, or be otherwise attributable to, resources emitting only specified mounts
of carbon or other substances, as the same may be adopted or amended from time to time.

Event of Default - a breach of obligations under this Agreement as set forth in Section
5.1 of this Agreement.

FERC - the Federal Energy Regulatory Commission.

Final FERC Order - a final order issued by FERC in connection with a request for an
increase or decrease in the rates for Firm Transmission Service, or, if FERC has issued an
order authorizing Company’s recovery of transmission costs through formula rates, the
acceptance by operation of law or otherwise of the Company’s rate tariff filing seeking an
increase or decrease for Finn Transmission Service, which is no longer subject (either
actually or potentially) to rehearing or judicial review in which the amount of the increase
or decrease is in dispute or in question and is not the subject of proceedings at FERC on
remand from any court in which the amount of the specific increase or decrease in the
Firm Transmission Service rate is in dispute or in question.

Final Hourly Energy Allocation or "FHEA" - is a quantity in kWh which, for any hour, is
the PHEA, adjusted for any billing or metering errors found subsequent to the calculation
of PHEA, of which PJIVI is notified within 60 days.

Final Monthly Energy Allocation or "FMEA" - is a quantity in kWh which, for any
Billing Month, is the PMEA adjusted for any billing or metering data received
subsequent to the caIculation of PMEA of which PJM is notified within 60 days.

Firm Transmission Service - shall mean "Network Integration Transmission Service"
under the PJM OATT in effect as of the Effective Date of this Agreement, or in
successor, superseding or amended versions of the PJM OATT that may take effect from
time to time over the term of this Agreement. In the event the PJ-M OATT is modified
such that "Network Integration Transmission Service" is no longer offered, Firm
Transmission Service shall mean the type of transmission service offered under the PJM
OATT that is accorded the highest level of priority for scheduling and curtailment
purposes.
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Gains - means, with respect tO any Party, an amount equal to the present value of the
economic benefit to it, if any (exclusive of Costs), resulting from an Early Termination of
this Agreement, determined in a commercially reasonable manner.

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

Guarantor - any party who has the authority and may agree to guarantee a BGS-CIEP
Supplier’s financial obligations under this Agreement, recognizing that such a party will
be obligated to meet the Company’s creditworthiness requirements for BGS-CIEP
Suppliers.

Interest Index - the average Federal Funds Effective Rate for the period of time the fimds
are on deposit. The Federal Funds Effective Rate is published daily on the Federal
Reserve website (http://www.federalreserve.gov/releases/h 15/update/).

Kilowatt or "kW" -unit of measurement of useful power equivalent to 1000 watts.

Kilowatt-hour or "kWh" - one kilowatt of electric power used over a period of one hour.

Load Serving Entity or "LSE" - an entity that has been granted the authority or has an
obligation pursuant to state or local law, regulation or franchise to sell electricity to retail
customers located within the PJM Control Area as that term is defined in the PJM RAA
or in successor, superseding or amended versions of the PJM RAA that may take effect
from time to time over the term of this Agreement.

Losses - means, with respect to any Party, an amount equaI to the present value of the
economic loss to it, if any (exclusive of Costs), resulting from an Early Termination of
this Agreement, determined in a commercially reasonable manner.

Margin - the amount by which the Total Exposure Amount exceeds a BGS-CIEP
Supplier’s or Guarantor’s credit limit as defined in Section 6.2 of this Agreement.

Maximum Credit Limit - the lesser of the applicable % of TNW and the applicable credit
limit cap as specified in Section 6.2 of this Agreement.

Megawatt or MW - one thousand kilowatts.

Megawatt-hour or MWh - one megawatt of electric power used over a period of one
hour.

Merger Event - when a Party consolidates or amalgamates with, or merges into or with,
or transfers all or substantially all of its assets to another entity and either (i) the resulting
entity fails to assume all of the obligations of such Party hereunder or (ii) the benefits of
any credit support provided pursuant to Article 6 of this Agreement fail to extend to the
performance by such resulting, surviving or transferee entity of the Party’s obligations
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hereunder, and the resulting entity or its guarantor fails to meet the creditworthiness
requirements of this Agreement. Transfer of all or substantially all of the Company’s
generation assets does not qualify as a Merger Event.

Meter Reading - the process whereby the Company takes notice of the information
presented on a Customer’s meter. A Meter Reading may be obtained manually, through
telemetry, or by estimation, in accordance with the Company’s established procedures
and practices.

Minimum Rating - a minimun~ senior unsecured debt rating as defined in Section
6.2(a)(i) of this Agreement.

NERC - the North American Electric Reliability Corporation or its successor.

PJM - the Pennsylvania-New Jersey-Maryland Interconnection L.L.C. or its successor.

PJM Agreements - shall have the meaning ascribed in Section 2.3 of this Agreement.

PJM Control Area - that certain Control Area encompassing systems in Pennsylvania,
New Jersey, Maryland, Delaware, Virginia and the District of Columbia, as may be
modified from time to time, and which is recognized by the North American Electric
Reliability Council as the "PJM Control Area".

PJM OA - the PJM Operating Agreement or its successor.

PJM OATT - the prevailing PJM Open Access Transmission Tariff on file with the
FERC, which sets forth the rates, terms and conditions of transmission service over
transmission facilities located in the PJM Control Area, as is in effect on the Effective
Date and as modified from time to time.

PJM OI - the PJM Office of Interconnection, the system operator for the PJM Control
Area.

PJM RAA - the PJM Reliability Assurance Agreement or its successor.

Preliminary Hourly Energy Allocation or "PHEA" - is a quantity in kWh which, for any
hour, is the preliminary calculation of the product of the BGS-CIEP Supplier’s BGS-
CIEP Supplier Responsibility Share and the Energy requirements portion of the BGS-
CIEP Load for that hour.

Preliminary Monthly Energy Allocation or "PMEA" - is a quantity in kWh which, for
any Billing Month, is the preliminary calculation of the product of the BGS-CIEP
Supptier’s BGS-CIEP Supplier Responsibility Share and the Energy requirements portion
of the BGS-CIEP Load.

PHEA/FHEA Adjustment Amount - for any Billing Month, the monetary amount due to
the BGS-CIEP Supplier or the Company, as the case may be, in order to reconcile any
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difference between the PHEA used for the pmqgose of calculating estimated payments
made to the BGS-CIEP Supplier for a given hour and the FHEA used for Calculating the
final payments due to the BGS-CIEP Supplier for such hour as more fully described in
Article 9 hereof.

PMEA/FMEA Adjustment Amount - for any Billing Month, the moneta~ mount due to
the BGS-CIEP Supplier or the Company, as the case may be, in order to reconcile any
difference between the PMEA used for the purpose of calculating estimated payments
made to the BGS-CIEP Supplier for a given month and the FMEA used for calculating
the final payments due to the BGS-CIEP Supplier for such month as more fully described
in Article 9 hereof.

RFC - the ReliabiIity First Corporation of NERC or its successor.

Service Territory - the geographic areas of the State of New Jersey in which the
Company serves electric Customers.

Settlement Amount - with respect to a Non-Defaulting Party, the net mount of the
Losses or Gains, and Costs, expressed in U.S. Dollars, which such party incurs as a result
of Early Termination, as set forth in Section 5.4(a) of t~is Agreement. For the purposes
of calculating the Termination Payment, the Settlement Amount shall be considered an
amount due to the Non-Defaulting Party under this Agreement if the total of the Losses
and Costs exceeds the Gains and shall be considered an amount due to the Defaulting
Party under this Agreement if the Gains exceed the total of the Losses and Costs.

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

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

Tangible Net Worth or "TNW" - the total assets tess intangible assets and total liabilities.
Intangible assets include benefits such as goodwill, patents, copyrights and trademarks.

Termination Payment - shall have the meaning ascribed in Section 5.4 of this Agreement.

Total Exposure Amount - an amount calculated daily for each BGS-CIEP Supplier
reflecting the total credit exposure to the Company and consisting of the sum of (i)
amount designated as the credit exposure under this Agreement, (ii) any amount(s)
designated as the "Mark-to-Market Exposure Amount" arising under any other BGS
Supply agreements providing for "BGS-RSCP 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" or similar BGS service; provided that in the event the
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amount calculated for any day is a negative number, it shall be deemed to be zero for
such day.

Third Party Supplier or "TPS" - a person or entity that is duly licensed by the Board to
offer and to assume the contractual and legal responsibility to provide electric generation
service to retail customers located in the state of New Jersey pursuant to retail open
access programs approved by the Board.

Tranche - a fixed percentage share of the BGS-CIEP Load of the Company as
determined for the purposes of the auction of the Company’s BGS-CIEP Load. The fixed
percentage is the Tranche size for the Company.

Transmission Charge - A rate of $     per MW-day based on the applicable OATT for
Firm Transmission Service, and in effect on ~, 2019 subject to adjustment under
Section 15.9 of this Agreement.

Wholesale Customer - an entity e , a municipality or borough) authorized to take
electric service for resale to retaiI customers under a wholesale contract filed with the

ARTICLE 2: GENERAL TERMS AND CONDITIONS

2.1 Capacity In Which Company Is Entering Into This Agreement

Each BGS-CIEP Supplier agrees and acknowledges that the Company is

contracting for the provision of BGS-CIEP Supply from such Supplier as the agent for

Customers receiving Basic Generation Service - Commercial and Industrial Energy

Pricing on the Company’s distribution system pursuant to the authorizations provided to

the Company under the ~ Order. The BGS-CIEP Supplier further agrees and

acknowledges that the Company will administer and monitor the BGS-CIEP Supptier’s

performance in providing BGS-CIEP Supply under, this Agreement and that the Company

shall be entitled, on behalf of Customers, to enforce BGS-CIEP Suppliers’ obligations

related to the provision of BGS-CIEP Suppty. The BGS-CIEP Supplier hereby

permanently and irrevocably waives any claim that Company is not entitled to seek

enforcement of this Agreement on behalf of Customers. However, no Customer or group
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of Customers may seek enforcement of this Agreement directly against the BGS-CIEP

Supplier on their own behalf, including independently or by joining in any legal action by

the Company. This Agreement does not create, assign or grant to any Customer or group

of Customers any rights in or claims to damages or remedies against the BGS-CIEP

Supplier independent of or different from the rights expressly granted to the Company

hereunder as agent for Customers.

The Company is also contracting on its own behalf and not as agent for

Customers insofar as this Agreement requires the Company: (i) to pay the BGS-CIEP

Suppliers as required under this Agreement; and (ii) to provide data or to otherwise

cooperate with a BGS-CIEP Supplier in connection with such BGS-CIEP Supptier’s

provision of BGS-CIEP Supply. The Parties acknowledge that the Agreement is a

forward contract and, accordingly, the Parties hereto are entitled to the protections of

section 556 of the Bankruptcy Code. The Parties therefore agree that the Agreement may

be terminated by either Party upon the commencement of a proceeding by the other Party

under any chapter of the Bankruptcy Code in accordance with Section 5.2 of this

Agreement.

2.2 Parties’ Obligations

(a) Obligations of BGS-CIEP Supplier

Each BGS-CIEP Supplier hereby agrees severalIy, but not jointly, as follows:

(i)    to provide sufficient quantities of BGS-CIEP Supply on an

instantaneous basis at all times to meet the BGS-CIEP Supplier Responsibility Share;

without limitation, the BGS-CIEP Supplier shall be obligated to procure those services

provided by the PJM OI and to perform such fimctions as may be required by the PJM OI
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that are necessary for the delivery of BGS-CIEP Supply required hereunder;

(ii) to cooperate with the Company in any regulatory compliance

efforts that may be required to maintain the ongoing legitimacy and enforceability of the

terms of this Agreement and to fulfiI1 any regulatory reporting requirement .associated

with the provision of BGS-CIEP Supply, before the BPU, FERC or any other regulatory

body asserting jurisdiction, including meeting the reporting requirements of any Energy

Portfolio Standards and the BPU’s Environmental Information Disclosure Standards,

N.J.A.C. 14:8-3 et se%;.

(iii) to become the Load Serving Entity with respect to the provision of

BGS-CIEP Supply for the BGS-CIEP Supplier Responsibility Share and to comply with

all reqNrements of a Load Serving Entity with respect to such BGS-CIEP Supplier

Responsibility Share;

(iv) to pay to the Company the PMEA/FMEA Adjustartent Amount for

any Billing Month in which the PMEA exceeds the FMEA, and to pay to the Company

the PHEA/FHEA Adjustment Amount for any Billing Month in which a PHEA/FHEA

Adjustment Amount is due to the Company as more fully described in Article 9 of this

Agreement;

(v) to pay to the Company every Billing Month an amount equal to the

CIEP Standby Fee times the difference between all BGS-CIEP-Eligible Customers’

preliminary monthly Energy usage and all BGS-CIEP-Eligible Customers’ final Energy

usage as measured at the BGS-CIEP-Eligible Customers’ meters, multiplied by the BGS-

CIEP Supplier Responsibility Share, if the preliminary monthly Energy usage exceeds

final Energy usage for that Billing Month, as more fully described in Article 9 of this
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(vi) to pay to the Company a Charge of $__ per Tranche, which

amount was announced prior to the auction for each Tranche comprising the BGS-CIEP

Supplier’s BGS-CIEP Supplier Responsibility Share, in order to reimburse the Co.rnpany

for the total costs of the BGS-CIEP auction and related costs associated with providing

BGS-CIEP administration;

(vii) to satisfy the Energy Portfolio Standards with respect to its BGS-

CIEP Supplier Responsibility Share; and

(viii) to comply in a timely manner with all obligations under this

Agreement imposed upon a BGS-CIEP Supplier.

(b) Obligations of the Company

The Company hereby agrees as follows:

(i) to pay to each BGS-CIEP Supplier every Billing Month for the

charges as more fully described in Article 9 of this Agreement and subject to the

exceptions set forth therein;

(ii) to pay to each BGS-CIEP Supplier the PMEA/FMEA Adjustment

Amount for any Billing Month in which the FMEA exceeds the PMEA, and the

PHEA/FHEA Adjustment Amount for any Billing Month in which a PHEAiFHEA

Adjustment Amount is due to the BGS-CIEP Supplier as more fully described in Article

9 of this Agreement and subject to the exceptions set forth therein;

(iii) to pay to each of the BGS-CIEP Suppliers every Billing Month an

amount equat to the CIEP Standby Fee times the difference between all BGS-CIEP-

Eligible Customers’ preliminary monthly Energy usage and all BGS-CIEP-Eligible
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Customers’ final Energy usage as measured at the BGS-CIEP-Eligible Customers’

meters, multiplied by the BGS-CIEP Supplier Responsibility Share, if the final estimated

monthly Energy usage exceeds preliminary Energy usage for that Billing Month, as more

fully described in Article 9 of this Agreement and subject to the exceptions set forth

therein;

(iv) to provide to each BGS-CIEP Supplier its estimated aggregate load

obligation for each Supply Day twenty (20) days prior to the Supply Day, and its final

estimated load obligation for each Supply Day five (5) days prior to the Supply Day;

(v) to pay each BGS-CIEP Supplier, as approved by the BPU, a

percentage share equal to the BGS-CIEP Supplier Responsibility Share of such BGS-

CIEP Supplier, of all amounts received from a TPS as damages, penalties or forfeited

security due to the failure of such TPS to provide adequate notice in conformance with

applicable BPU requirements that a Customer previously served by the TPS is switching

to BGS-CIEP service or forfeited as a result of an event of default by a TPS under the

Company’s Third Party Supplier Agreement; provided that the amounts paid to BGS-

CIEP Suppliers shaI1 be net of any amounts retained by the Company to offset costs or

losses of the Company associated with the failure of the TPS to provide adequate notice

or the occurrence of an event of default under the Company’s Third Party Supplier

Agreement; and further provided, that the Company shall have no obligation to seek the

recovery of any damages, penalties or forfeited security due from a TPS through

collection efforts, judicial procedures or otherwise; and

(vi) to comply in a timely manner with all obligations under this

Agreement imposed upon the Company.
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(c) Obligation of the BGS-CIEP Customers

The Company hereby agrees on behalf of the BGS-CIEP Customers to accept the

delivery of BGS-CIEP Supply necessary to meet the BGS-CIEP Load.

2.3 P3M Services

Each BGS-CIEP Supplier shall make all necessary arrangements for the delivery

of BGS-CIEP Supply through the PJM OI. The Company wi11 advise the PJM OI of the

magnitude and location of each BGS-CIEP Supplier’s actual BGS-CIEP Supplier

Responsibility Share, as required by the PJM OI, for the purpose of calculating such

BGS-CIEP Supplier’s appropriate Firm Transmission Service obligation, Capacity

obligation, Energy obligation, or other requirements related to the provision of service

under this Agreement by BGS-CIEP Suppliers arising under the PJM OATT, PJM RAA,

PJM OA and any other applieable PJM agreement (collectively, the "PJM Agreements").

Each BGS-CIEP Supplier shall remain responsible to PJM for the performance of its LSE

obligations associated with the provision of BGS-CIEP Supply under this Agreement

until the effective date of the transfer of such LSE obligations.

2.4 Communications and Data Exchange

Each BGS-CIEP Supplier and the Company shall supply to each other all data,

materials or other information that is specified in this Agreement, or that may otherwise

reasonably be required by BGS-CIEP Suppliers or by the Company in connection with

the provision of BGS-CIEP Supply by the BGS-CIEP Supplier to BGS-CIEP Customers,

if required, in a thorough and timely manner.

Electronic information exchange between

Company under this Agreement shall employ a

each BGS-CIEP Supplier and the

BGS-CIEP Supplier identification
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number, assigned by the Company, which, shall be consistent with the BGS-CIEP

SuppIier’s Dunn & Bradstreet Business number.

equipped with the communications capabilities

Each BGS-CIEP Supplier must be

necessary to comply with the

communications and data exchange standards that are set by and as may, from time to

time, be modified by PJM, and must bear the costs of putting in place and successfully

testing all required information technology systems that will enable it to send to and

receive data from the Company and PJM and to satisfy its obligations under this

Agreement, the PJM Agreements and all other relevant agreements.

2.5 Record Retention

The Company shall retain, for a period of two (2) years following the expiration

of the term of this Agreement, necessary records so as to permit BGS-CIEP Suppliers to

confirm the validity of payments due to BGS-CIEP Suppliers hereunder; provided that if

a BGS-CIEP Supplier has provided notice within two (2) years of the expiration of the

term of this Agreement that it disputes the validity of any payments, the Company agrees

that it shall retain all records related to such dispute until the dispute is finally resolved.

2.6 Verification

In the event of a good faith dispute regarding any invoice issued or payment due

under this Agreement, and provided that a mutually acceptable confidentiality agreement

is executed by the Parties, each Party will have the right to verify, at its sole expense, the

accuracy of the invoice or the calculation of the payment due by obtaining copies of

relevant portions of the books and records of the other Party. The right of verification

will survive the termination of this Agreement for a period of two (2) years after

termination.
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3.1

Each BGS-CIEP Supplier

Company as follows:

a) such BGS-CIEP

ARTICLE 3: REPRESENTATIONS AND WARRANTIES

Supplier’s Representations and Warranties

hereby represents, warrants and covenants to

Supplier is a corporation, paxt~ership, limited liability

company or other legal entity, as set forth in Appendix A hereto, duly organized, validly

existing and in good standing under the laws of the State of New Jersey or, if another

jurisdiction, under the laws of such jurisdiction and, in such case, is duly registered and

authorized to do business and is in good standing in the State of New Jersey;

b)    such BGS-CIEP Supplier has aI1 requisite power and authority to execute

and deliver this Agreement and to carry on the business to be conducted by it under this

Agreement and to enter into and perform its obligations hereunder, including satisfaction

of all applicable FERC requirements;

c) the execution and delivery of this Agreement and the performance of such

BGS-CIEP Supplier’s obligations hereunder have been duly authorized by all necessary

action on the part of the BGS-CIEP Supplier and do not and will not conflict with, or

constitute a breach of or default under, any of the tenus, conditions, or provisions of the

BGS-CIEP Supplier’s certificate of incorporation or bylaws or other constituent

instrtunents or any indenture, mortgage, other evidence of indebtedness, or other

agreement or instrument or any statute or rule, regulation, order, judgment, or decree of

any judicial or administrative body to which the BGS-CIEP Supplier is a party or by

which the BGS-CIEP Supplier or any of its properties is bound or subject;
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d)    all necessary and appropriate action that is required on the BGS-CIEP

Supplier’s part to execute this Agreement has been completed;

e)    this Agreement is the legal, valid and binding obligation of such BGS-

CIEP Supplier, enforceable in accordance with its terms;

f) there are no actions at law, suits in equity, proceedings or claims pending

or, to such BGS-CIEP Supplier’s knowledge, threatened against the BGS-CIEP Supplier

before any federal, state, foreign or local court, tribunal or govermnental agency or

authority that might materially delay, prevent or hinder the BGS-CIEP Supplier’s

performance of its obligations hereunder;

g)    it has entered into this Agreement with a full understanding of the material

terms and risks of the same, and it is capable of assuming those risks;

h)    the BGS-CIEP Supplier is in good standing as an LSE in PJM, is a

signatory to all applicable PJM Agreements, and is in.compliance with, and will continue

to comply with, all obligations, rules and regulations, as established and interpreted by

the PJM OI, that are applicable to LSEs as defined by the PJM Agreements; provided that

the BGS-CIEP Supplier shall not be obligated to become an LSE in PJM until the date it

begins providing BGS-CIEP Supply to Customers;

i) it has made its trading and investment decisions (including regarding the

suitability thereof) based upon its own judgment and any advice from such advisors as it

has deemed necessary and not in reliance upon any view expressed by the Company; and

j) the BGS-CIEP Supplier will comply with any and all information and data

transfer protocols that may be adopted by the Company or that are set by, and from time
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to time modified by, the Board; provided that each BGS-CIEP SuppIier shall be entitled

to exercise its reserved right to challenge any such protocols in the appropriate forum.

3.2 Company’s Representations and Warranties

The Company hereby represents, warrants and covenants to the BGS-CIEP

Suppliers as follows:

a) the Company is an electricutility corporation duly organized, validly

existing and in good standing under the laws of the State of New Jersey;

b)    the Company has all requisite power and authority to carry on the business

to be conducted by it under this Agreement and to enter into and perform its obligations

hereunder;

c) the execution and delivery of this Agreement and the performance of the

Company’s obligations hereunder have been duly authorized by all necessary action on

the part of the Company and do not and will not conflict with, constitute a breach of or

default under, any of the terms, conditions, or provisions of the Company’s certificate of

incorporation or bylaws or any indenture, mortgage, other evidence of indebtedness, or

other agreement or instrument or any statute or rule, regulation, order, judgment, or

decree of any judicial or administrative body to which the Company is a party or by

which the Company or any of its properties is bound or subject;

d)    atI necessary and appropriate action that is required on the Company’s part

to execute this Agreement has been completed;

e) this Agreement is the legal, valid and binding obligation of the Company,

enforceable in accordance with its terms;
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f) the ability of the Company to pay any and all amounts due and payable.

under this Agreement, or upon any potential breach thereof, is not conditioned upon any

governmental or administrative appropriation by the Board, the State of New Jersey or

any other governmental authority;

g)    it has entered into this Agreement with a full understanding of the material

terms and risks of the same, and it is capable of assuming those risks;

h)    there are no actions at law, suits in equity, proceedings or claims pending

or, to the Company’s l~owtedge, threatened against the Company before any federal,

state, foreign or local cot~, tribunal or governmental agency or authority that might

materially delay, prevent or hinder the Company’s performance of its obligations under

this Agreement;

i) with respect to those rights and entitlements conferred on Customers under

this Agreement as set forth in Section 2.1 of this Agreement, the Board has conferred on

the Company all requisite power and authority to execute this Agreement on behalf of

such Customers;

j) that the Company’s performance under this Agreement is not contingent

upon the performance of Customers or the ability of Customers to pay rates;

k)    that the Company shalt have full responsibility for metering, billing and

delivery with respect to Customers and BGS-CIEP Suppliers shall have no responsibility

with respect thereto; and

1) that the Company shall be responsible for distribution services and that the

BGS-CIEP Supplier shall not be responsible for distribution charges.
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3.3 SurvivaI of Obligations

AII representations and warranties comained in this Article are of a continuing

nature and shall be maintained during the term of this Agreement. If a Party learns that

any of the re_presentations, warranties or covenants in this Agre.ement are no longer, true

drying the term of this Agreement, the Party shall immediately notify the other Party via

facsimile, with a hard copy of the notice delivered by overnight mail.

ARTICLE 4: COMMENCEMENT AND TERMINATION OF AGREEMENT

4.1 Commencement and Termination

The term of this Agreement shall commence upon the date first written above (the

"Effective Date"); provided that the provision of BGS-CIEP Supply by BGS-CIEP

Suppliers to BGS-CIEP Customers on the Company’s system shall commence at 00:01

a.m. on June 1, 2019 and shalI end at midnight on May 31, 2020, unless this Agreement

is terminated earlier in accordance with the provisions hereof.

4.2 Termination of Right to Supply BGS-CIEP

Each BGS-CIEP Supplier agrees that termination of this Agreement for reason of

an Event of Default shall terminate any fight of such BGS-CIEP Supplier to provide

BGS-CIEP Supply to the BGS-CIEP Customers and nullify any of the entitlements to

which such BGS-CIEP Supplier became entitled as a result of being selected as a winning

bidder in the competitive solicitation for BGS-CIEP Supply.

4.3 Survival of Obligations

Termination of this Agreement for any reason shall not relieve the Company or

any BGS-CIEP Supplier of any obligation accrued or accruing prior to such termination.

Applicable provisions of this Agreement shall continue in effect after termination to the
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extent necessary to provide for final billings and adjustments including, without

limitation, any obIigation to pay amounts tracked and retained by the Company during

the term of this Agreement for the benefit of the BGS-CIEP Suppliers under Section 15.9

of this Agreement.

4.4 Mutual Termination

The Company and the BGS-CIEP Supplier may agree at any time during the term

of this Agreement to terminate their respective rights and obligations hereunder on such

terms and under such conditions that they mutually deem to be appropriate as set forth in

a mutual termination agreement acceptable in form and substance to the Company and

the BGS-CIEP Supplier ("Mutual Termination Agreement"); provided that Company

agrees that it shaIi enter into such a Mutual Termination Agreement, which will discharge

the terminating BGS-CIEP Supplier (the "Terminating BGS-CIEP Supplier") with

respect to liabilities arising after the effective date of the Mutual Termination Agreement

if the following conditions precedent are met: (i) the Terminating BGS-CIEP Supplier

identifies a replacement supplier willing to assume all obligations of the Terminating

BGS-CIEP Supplier hereunder for the remaining term of this Agreement (the

"Replacement BGS Supplier"); (ii) the Replacement BGS Supplier demonstrates its

compliance with Article 6 of this Agreement, "Creditworthiness", as of the effective date

of the Mutual Termination Agreement; (iii) the Replacement BGS Supplier executes a

counterpart signature page to this Agreement and thereby becomes a Party under this

Agreement, effective immediately following the effective date of the Mutual Termination

Agreement; and (iv) the Terminating BGS Supplier is not, to the belief or knowledge of

the Company, subject to an Event of Default as of the effective date of the Mutual
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Termination Agreement or, if the Company believes that the Terminating BGS Supplier

may be subject to an Event of Default, either (a) the Company has determined that, as of

the effective date of the Mutual Termination Agreement, it has not incurred any Damages

as a result of the Event of Default or (b) if the Company has determined, as of the

effective date of the Mutual Termination Agreement, that it may have incurred Damages

as a result of the Event of Default, that the Replacement BGS Supplier has agreed in

writing to be responsible for the payment of such Damages or to otherwise cure the Event

of Default, in either case to the satisfaction of the Company.

ARTICLE 5: BREACH AND DEFAULT

5.1 Events of Default

An Event of Default under this Agreement shall occur if a Party (the "Defaulting

Party"):

(i)

(ii)

(iii)

is the subject of a voluntary bankruptcy, insolvency or similar proceeding;

makes an assigranent for the benefit of its creditors;

applies for, seeks consent to, or acquiesces in the appointment of a

receiver, custodian, trustee, liquidator or similar official to manage all or a substantial

portion of its assets;

(iv) is dissolved (other than pursuant to a consolidation, amalgamation or

merger) or is the subject of a Merger Event;

(v) has a secured party take possession of all or substantially all of its assets or

has a distress, execution, attachment, sequestration or other legal process levied, enforced

or sued on or against all or substantially all of its assets;
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(vi) has a resolution passed for its winding-up, official management or

liquidation (other than pursuant to a consolidation, amalgamation or merger);

(vii) in the case of a BGS-CIEP Supplier, PJM terminates the BGS-CIEP

Supplier’s ability to make purchases from PJM markets or PJM holds the Company

responsible for the provision of Energy, Capacity, Firm Transmission Service or

Ancillary Services to meet the BGS-CIEP Supplier’s BGS-CIEP Supplier Responsibility

Share under this Agreement;

(viii) fails to comply with the creditworthiness requirements as set forth in

Article 6 of this Agreement, within the time frames set forth in this Agreement;

(ix) fails to pay the other Party when payment is due;

(x) in the case of the Company, faits to implement any measures that it is

directed to implement by the Board pursuant to the creditworthiness review procedure

adopted by the Board in its Order dated December 4, 2002 (Docket No. EX011 t0754);

(xi) violates any federal, state or local code, regulation or statute applicable to

the supply of Energy in a manner that materially, and adversely, affects the Party’s

performance under this Agreement, including by way of failure to continually satisfy all

applicable FERC requirements, or, in the case of a BGS-CIEP Supplier, by way of failure

to maintain any other governmental approvals required for participation in the New

Jersey retail Energy market as a BGS-CIEP Supplier, default on any obligation or other

failure to comply with PJM requirements under the PJM Agreements or fails to comply

with the Energy Portfolio Standards with respect to the BGS Supplier’s BGS-CIEP

Supplier Responsibility Share;

(xii) is the subject of an involuntary bankruptcy or similar proceeding;
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(xiii) subject to Section 5.3 (b) of this Agreement, in the case of the Company

acting on behalf of the BGS-CIEP Customers, fails to accept BGS-CIEP Supply properly

tendered by the BGS-CIEP Supplier under this Agreement;

(xiv) fails to satisfy any other material obIigation under this Agreement not

listed above;

(xv) makes a materially incorrect or misleading representation or warranty

under this Agreement; or

(xvi) commits an act or makes an omission that constitutes an "Event of

Default" under any other agreement(s) for the provision of BGS Supply between the

Company and the BGS-CIEP Supplier;

and fails to remedy such condition, event or delinquency herein above described such that

the other Party (the "Non-Defaulting Party") is completely made whole with respect to

such condition, event or delinquency, within three (3) Business Days of receipt of written

notice thereof from such Non-Defaulting Party; provided, however, that an Event of

Default shall be deemed to have occurred immediately, without any need for the

provision of notice thereof by the Non-Defaulting Party and without any right of cure on

the part of the Defaulting Party, in the event of the occurrence of a condition, event or

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

5.2 Rights Upon Default

Upon and during the continuation of an Event of Default, the Non-Defaulting

Party shall be entitled to:

(i)    pursue any and all available legal and equitable remedies;
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(ii) declare an Early Termination Date of this Agreement with respect to the

obligations of the Defaulting Party without any liability or responsibility whatsoever

except for obligations arising prior to the date of termination, by providing written notice

to the Defaulting Party; provided, however, that this Agreement shall inunediately

terminate automatically and without notice in the case of any Event of Default in which a

Supplier is the DefauNng Party occurring under subsections (i), (ii), (iii), (iv), (v), (vi),

(vii) or (viii) of Section 5.I of this Agreement and such date of automatic termination

shall be deemed the Early Termination Date of this Agreement with respect to such

Supplier; and

(iii) receive Damages in accordance with Section 5.3 of this Agreement.

The Non-Defaulting Party shall be entitled to elect or pursue one or more of the above

remedies.

5.3

(a) Supplier’s Failure to

Declaratip,n of Early Termination By Company:

Damages Resulting From an Event Of Default

Supply Supply or

Damages resulting from (i) a BGS-

CIEP Supplier’s failure to (A) provide BGS-CIEP Supply in conformance with Section

2.2 hereof or (B) pay PJM for purchases of any products or services from PJM, or other

failure to comply with PJM requirements, such that PJM holds the Company responsible

for the provision of Energy, Capacity, Firm Transmission Service or Ancillary Services

to meet such BGS-CIEP Supplier’s BGS-CIEP Supplier Responsibility Share under this

Agreement or (ii) the occurrence of any Event of Default attributable to a BGS-CIEP

Supplier resulting in Early Termination, shall include all Costs incurred by the Company,

acting in a commercially reasonable manner consistent with any statutory or regulatory
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requirement imposed by the Applicable Legal Authorities, in obtaining replacement

services or in obtaining a replacement supplier, which Costs exceed the amounts that

would have been payabte to the defaulting BGS-CIEP Supplier under this Agreement.

Costs incurred by the Company for the purpose of calculating Damages hereunder will

consist of:

(i)    the cost of Energy (including all for losses and

congestion), Firm Transmission Service, Capacity, Ancillary Services or other elements

of BGS-CIEP Supply allocated to the Company by the PJM OI due to the failure of a

BGS-CIEP Supplier to meet obligations owing to the PJM OI in connection with its

obligations under this Agreement;

(ii) the cost of Energy (including all charges for losses and

congestion), Firm Transmission Service, Capacity, Ancillary Services or other elements

of BGS-CIEP Supply purchased by the Company to replace BGS-CIEP Supply that a

BGS-CIEP Supplier was obligated to supply under this Agreement during the term

hereof;

(iii) administrative and legaI costs associated with procuring

replacement BGS-CIEP Supply; and

(iv) financial hedging costs incurred by the Company on behalf of

BGS-CIEP Customers as a result of having to procure BGS-CIEP Supply not provided by

a BGS-CIEP Supplier.

Without limitation of the foregoing, Damages calculated hereunder shall

constitute the ultimate liability of a BGS-CIEP Supplier in the event of an Early

Termination caused by an Event of Default at~ibutable to such BGS-CIEP Supplier
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regardless of the reason or basis for such Early Termination. The Parties recognize,

however, that the final calculation of Damages hereunder may not be known for some

time since the Ievel of such Damages may be dependent upon the arrangements made by

the Company to obtain replacement services or a re_placement supplier. The Company

and each BGS-CIEP Supplier agree that, until the calculation of Damages under this

provision is completed, the amount and payment to the Company of the Settlement

.Amount on behalf of BGS-CIEP Customers in the event of an Early Termination as set

forth in Section 5.4 of this Agreement shalI be immediately due and owing as an estimate

of all Damages ultimately determined to be due and owing. After Damages have been

finally determined under this Section 5.3, the amounts of Damages due and owing will be

reconciled with payments already made by the BGS-CIEP Supplier under Section 5.4 of

this Agreement.

(b) Failure By Company on Behalf of Customers To Accept BGS-CIEP

Sul~I3r Tendered By BGS-CIEP Sul~l~lier: Damages resulting from the failure of the

Company on behalf of Customers to accept BGS-CIEP Supply tendered by the BGS-

CIEP Supplier necessary to meet the BGS-CtEP Supplier Responsibility Share of BGS-

CIEP Load under this Agreement shall consist of the positive difference (if any) between

the amounts that would have been payable to the BGS-CIEP Supplier hereunder had the

Company accepted the BGS-CIEP Supply tendered by the BGS-CIEP Supplier necessary

to meet the BGS-CIEP Supplier Responsibility Share of BGS-CIEP Load under this

Agreement minus the amount realized by the BGS-CIEP SuppIier in disposing, in a

commercially reasonable manner, of the BGS-CIEP Supply not accepted by the

Company; provided, however, that the Company shall not be required to accept on behalf
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of any Customer, quantities ofunbundled Energy, Ancillary Services or other componem

of BGS-CIEP Supply utilized by Customers on an instantaneous basis as a function of

electrical load, in excess of such Customer’s instantaneous consumption of such

component ofBGS-CIEP Supply.

(c) Damages Resultin~ From Early Termination Due To An Event of

Default Attributable To the Company: Damages resulting from Early Termination due

to an Event of Default attributable to the Company shall be as set forth in Section 5.4 of

this Agreement. Damages calculated in accordance with said Section 5.4 shall be the

exclusive remedy available to the BGS-CIEP Supplier in the event of Early Termination

resulting from an Event of Default attributable to the Company.

(d) Other Damages.: Damages for Events of Default not specified above

shall consist of the direct Damages incurred by the Non-Defaulting Party.

5.4 Declaration of an Early Termination Date and Calculation of
Settlement Amount and Termination Payment

(a) SettIement Amount: If an Event of Default with respect to a Defaulting

Party shall have occurred and be continuing, the Non-Defaulting Party (in the case of an

Event of Default by the Company, each BGS-CIEP Supplier shall be considered a "Non-

Defaulting Party") shall have the right (i) to designate a day, no earlier than the day such

notice is effective and no later than twenty (20) days after such notice is effective, as a

date for Early Termination ("Early Termination Date") to accelerate all amounts owing

between the Parties and to liquidate and terminate the undertakings set forth in this

Agreement, (ii) to withhold any payments due to the Defaulting Party under this

Agreement, and (iii) to suspend performance; provided however, that an Early

Termination Date shall be deemed to occur automatically and concurrently with the
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Event of Default, without any requirement .for the provision of notice by the Non-

Defaulting Party, with respect to an Event of Default under subsections "i", "ii", "iii",

"iv", "v", "vi", "vii" and "viii" of Section 5.1 of this Agreement. The Non-Defaulting

Party shatl calculate, in a commercialty reasonable manner, a Settlement Amount with

respect to the obligations under this Agreement. For the purposes of such determination,

the quantity amounts of Energy (including all charges for losses and congestion),

Capacity m~d other services provided for under this Agreement for the period following

the Early Termination Date through the remainder of the term of this Agreement shall be

deemed to be those quantity amounts that would have been delivered on an hourly basis,

had this Agreement been in effect during the previous calendar year adjusted for such

BGS-CIEP Load changes as may have occurred since the previous ca!endar year.

(b) Net Out of Settlement Amounts: The Non-Defaulting Party shall

calculate a Termination Payment by aggregating all Settlement Amounts due under this

Agreement or any other agreements between the Company and the BGS-CIEP Supplier

for the provision of BGS Supply into a single amount: by netting out (a) all Settlement

Amounts that are due or will become due to the Defaulting Party, plus at the option of the

Non-Defaulting Party, any cash or other form of security then available to the Non-

Defaulting Party and actually received, liquidated and retained by the Non-Defaulting

Party, plus any or all other amounts due to the Defaulting Party under this Agreement or

any other agreement(s) between the Company and the BGS-CIEP Supplier for the

provision of BGS Supply against (b) all Settlement Amounts that are due or will become

due to the Non-Defaulting Party, plus any or all other amounts due to the Non-Defaulting

Party under this Agreement or any other agreement(s) between the Company and the
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BGS-CIEP Supplier for the provision of BGS Supply so that aI1 such amounts shall be

netted out to a single liquidated a.rnount; provided however, that if the BGS-CIEP

Supplier is the Defaulting Party and the Termination Payment is due to the BGS-CIEP

Supplier, the Company shall be entitled to retain a commercially reasonable portion of

the Termination Payment, which may be equal to the entire amount of the Termination

Payment, as security for additional amounts that may be determined to be due and owing

by the BGS-CIEP Supplier as Damages and further provided that any previously attached

security interest of the Company in such retained amounts shall continue. The

Termination Payment shall be due to or due from the Non-Defaulting Party as

appropriate. If the Termination Payment has been retained by the Company as security

for additional amom~ts that may be determined to be due and owing by the BGS-CIEP

Supplier, and if, upon making a final determination of Damages, the Termination

Payment, or any portion thereof, is to be made to the BGS-CIEP Supplier, the Company

will pay simple interest on the Termination Payment amount being made to the BGS-

CIEP Supplier. Simple interest will be calculated at the lower of the Interest Index or six

(6) percent per annum.

(e) Notice of Termination Payment: As soon as practicable after calculation

of a Termination Payment, notice shall be given by the Non-Defaulting Party to the

Defaulting Party of the amount of the Termination Payment and whether the Termination

Payment is due to or due fi’om the Non-Defaulting Party. The notice shall include a

written statement explaining in reasonable detail the calculation of such amount. Subject

to Section 5.4(b) above, the Termination Payment shall be made by the Party that owes it

within three (3) Business Days after such notice is effective.
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(d) Disputes With Respect to Termination Payment: If the Defaulting

Party disputes the Non-Defaulting Party’s calculation of the Termination Payment, in

whole or in p~, the Defaulting Party shall, within three (3) Business Days of receipt of

Non-Defaulting Party’s calculation of the Termination Payment, provide to the Non-

Defaulting Party a detailed written explanation of the basis for such dispute; provided,

however, that if the Termination Payment is due from the Defaulting Party, the

Defaulting Party shall first provide con~rtercially reasonable financial assurances to the

Non-Defatflting Party in an mount equal to the Termination Payment.

(e) Multiple BGS Supply Agreements: It is the intention of the Company

and the BGS-CIEP Supplier that, in the event the BGS-CIEP Supplier is a party to other

agreements with the Company for the provision of BGS Supply that existed prior to the

Effective Date of this Agreement or are entered into after the Effective Date of this

Agreement, the Company will calculate a single Termination Payment applicable to all

such agreements as set forth herein. Each BGS-CIEP Supplier that is a party to such

other agreements with the Company for the provision of BGS Supply hereby agrees that

such other agreements are deemed amended by this Agreement for the purpose of

calculating a single Termination Payment as described herein.

5.5 Step-up Provision

If any one or more BGS-CIEP Suppliers defaults in its obligations hereunder

resulting in the exercise of the right of Early Termination by the Company with respect to

such BGS-CIEP Supplier(s), then the Company, consistent with its Contingency Plan

approved by the Board in its Order dated ., may, at the Company’s

option, offer some or all Non-Defaulting Supplier(s) the optional right to assume under
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this Agreement additional Tranches of BGS-CIEP Load, subject to compliance with the

creditwo~ess provisions of Article 6 of this Agreement. The provision of any such

offer by the Company to Non-Defaulting Suppliers shall indicate the duration of the offer

and the manner of acceptance thereof. Following the assumption by BGS-CIEP

Supplier(s) of additional Tranches hereunder, the Company shall prepare a modified

Appendix A which shall set forth the revised BGS-CIEP Supplier Responsibility Shares

of the BGS-CIEP Load of the participating Non-Defaulting BGS-CIEP Supplier(s)

following such assumption. This modified Appendix A shall be initialed (as a single

document or in counterparts) by the Company and any affected BGS-CIEP Supplier(s)

and shall thereafter be deemed a part of this Agreement, as to such affected BGS-CIEP

Supplier(s), from the effective date of such modified Appendix A. A BGS-CIEP

Supplier will not suffer any prejudice if it declines an offer to assume additional Tranches

upon the default by another BGS-CIEP Supplier.

5.6 Setoff of Payment Obligations of the Non-Defaulting Party

Any payment obligations of the Non-Defaulting Party to the Defaulting Party

pursuant to this Agreement or any other agreement(s) between the Company and the

BGS-CIEP Supplier for the provision of BGS Supply shall be set off: (i) first, to satisfy

any payment obligations of the Defaulting Party to the Non-Defaulting Party pursuant to

this Agreement or any other agreement(s) between the Company and the BGS-CIEP

Supplier for the provision of BGS Supply that are unsecured and not subject to any

Guaranty; (ii) second, to satisfy any payment obligations of the Defaulting Party to the

Non-Defaulting Party pursuant to this Agreement or any other agreement(s) between the

Company and the BGS-CIEP Supplier for the provision of BGS Supply that are

34



unsecured, but which are subject to a Guaranty; and (iii) third, to satisfy any remaining

payment obligations of the Defaulting Party to the Non-Defaulting Party pursuant to this

Agreement or any other agreement(s) between the Company and the BGS-CIEP Supplier

for the provision of BGS Supply.

5.7 Preservation of Rights of Non-Defaulting Party

The rights of the Non-Defaulting Party under this Agreement, including without

limitation Sections 5.4 and 5.6 of this Agreement, shall be supplemental to, and not in

lieu of,. any right of recoupment, lien, or set-off afforded by applicable law, and alI such

rights are expressiy preserved for the benefit of the Non-Defaulting Party.

ARTICLE 6: CREDITWORTHINESS

6.1 Applicability

Each BGS-CIEP Supplier agrees that it shall meet the creditworthiness.

requirements of this Article 6 at all times during the term of this Agreements and shall

inform the Company immediately of any changes in its credit rating or financial

condition. Without limitation of the foregoing, each BGS-CIEP Supplier, upon written

request, shall affil~atively demonstrate to the Company, its compliance with the

creditworthiness reqtfirements set forth hereunder. The Company may establish less

restrictive creditworthiness requirements under this Article 6 in a non-discriminatory

manner.

6.2 Creditworthiness Determination

The BGS-CIEP Supplier may submit and maintain a security deposit, in

accordance with Section 6.3 below, in lieu of submitting to or being qualified under a
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creditworthiness evaluation. The BGS-CIEP Supplier shall have the opportunity to

petition the Company to re-evaluate its creditworthiness whenever an event occurs that

the BGS-CIEP Supplier believes would improve the determination made by the Company

of its creditwo~iness. The Company’s credit re-evaluation must be completed as soon

as possible but no longer than thirty (30) days after receiving a fully documented request.

The Company must provide the rationale for its determination of the credit limit and any

resulting security requirement. The Company must perform its credit re-evaluation and

associated security calculation in a non-discriminatory manner. BGS-CIEP Suppliers

shall provide unrestricted access to audited financial statements; provided that if audited

financial statements are not available, the Company may specify other types of financial

statements that will be accepted.

(a) The following criteria constitute the Company’s creditworthiness

requirements for BGS-CIEP Suppliers that have been incorporated or otherwise formed

under the laws of a state of the United States or the District of Columbia and may be

utilized by BGS-CIEP Suppliers or Guarantors of BGS-CIEP Suppliers that have not

been incorporated or otherwise formed under the laws of the United States. In all

instances, the most current senior unsecured debt rating (or, if unavailable, the most

current corporate issuer rating discounted by one notch) will be used.

(i)    For BGS-CIEP Suppliers to be granted an unsecured line of credit,

to cover the Total Exposure Amount the Supplier shall meet the following requirements:

(1) must be rated by at least two of the following rating agencies: S&P Global Ratings

("S&P"), Moody’s Investors Service, Inc. ("Moody’s"), Fitch, Inc. ("Fitch") or A.M.

Best Company ("A.M. Best") and (2) must have a minimum senior unsecured debt rating
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(or, if unavailable, corporate issuer rating discounted one notch) of at least "BBB-" from

S&P, "Ba~" from Moody’s, "BBB-" from Fitch or "bbb" from A.M. Best (a "Minimum

Rating"). If the BGS-CIEP Supplier is rated by only two rating agencies, and the ratings

are split, the lower rating will be used. If the BGS-CIEP Supplier is rated by three or four

rating agencies and the ratings are split, the lower of the two highest ratings wiI1 be used;

however, in the event that the two highest ratings are common, then such common rating

will be used. The Maximum Credit Limit to cover the Total Exposure Amount.wilt be

determined based on the following table:

Credit Rating oft~e BGS-CIEP Supplier

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

of TNW and credit limit cap
below

Credit LimitS&P Moody’s Fitch A.M. Best % Cap

A- and A3 and A- and
above above above 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 $15,00.0,000

Below      Below      Below      Below 0% of TNW         0BBB- Baa3 BBB- bbb

where TNW is the Tangible Net Worth.

The BGS-CIEP Supplier will be required to post cash or a 1citer of credit at the

time of, or prior to the execution of this Agreement in an acceptabIe form as defined in

Section 6.4(b) of this Agreement (see standard format in Appendix B) for the Total

Exposure Amount under this Agreement and any other BGS Supply agreements(s)

between it and the Company, exceeding the credit limit; or
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(ii) For BGS-CIEP Suppliers having a Guarantor, the Guarantor (1)

must be rated by at least two of the following rating agencies: S&P, Moody’s, Fitch or

A.M. Best and (2) must have a minimum senior unsecured debt rating (or, if unavailable,

corporate issuer rating discounted one notch) equal to the Minimum Rating. If the

Guarantor is rated by onty two rating agencies, and the ratings are split the lower rating

will be used. If the Guarantor is rated by three or four rating agencies and the ratings are

split, the lower of the two highest ratings will be used; however, in the event that the two

highest ratings are common, then such common rating will be used. The Maximum

Credit Limit to cover the Total Exposure Amount that could be provided through the

Guaranty (see standard format in Appendix C) will be determined based on the following

table:

Credit Rating of the Guarantor

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

of TNW and credit limit cap
below

Credit LimitS&P Moody’s Fitch A.M. Best % Cap

A- and A3 and A- and
above above above 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     Below .    Below      Below 0% of TNW        0BBB- Baa3 BBB- bbb

The BGS-CIEP Supplier will be granted a credit limit equal to the lesser of (i) the

amount of the Guaranty at the time this Agreement is executed as such amount may be

modified in any amended or substitute Guaranty provided to the Company during the

term of this Agreement or (ii) the Supplier’s Maximum Credit Limit. The BGS-CIEP
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SuppIiers will be required to post cash or letter of credit in an acceptable form as defined

in Section 6.4 ~) below (see standard format in Appendix B) for the Total Exposure

Amount exceeding the amount of the credit limit granted to the BGS-CIEP Supplier; or

(iii) The posting of cash or a letter of credit in an acceptable form as

defined in Section 6.4 (b) of this Agreement (see standard format in Appendix B) for the

Total Exposure Amount shall be required.

(b) The folIowing standards shall apply to BGS-CIEP Suppliers or Guarantors

of BGS-CIEP Suppliers that have not been incorporated or otherwise formed under the

laws of a state of the United States or of the District of Columbia. For BGS-CIEP

Suppliers who cannot meet the following requirements, the posting of cash or letter of

credit in an acceptable form as defined in Section 6.4(b) below (see standard format in

Appendix B) for the Total Exposure Amount shall be required.

(i)    The BGS-CIEP Supplier shall supply such evidence of

creditworthiness so as to provide the Company with comparable assurances of

creditworthiness as is applicable above for BGS-CIEP Suppliers that have been

incorporated or otherwise formed under the laws of a state of the United States or of the

District of Columbia. The Company shall have full discretion, without liability or

recourse to the BGS-CIEP Supplier, to evaluate the evidence of creditworthiness

submitted by such BGS-CIEP Supplier; or

(ii) The Guarantor ofa BGS-CIEP Supplier shall supply such evidence

of creditworthiness so as to provide the Company with comparable assurances of

creditworthiness as is applicable above for Guarantors of BGS-CIEP Suppliers that have

been incorporated or otherwise formed under the laws of a state of the United States or of
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the DisMct of Columbia. The Company shall have full discretion, without liability or

recourse to the Guarantor or the BGS-CIEP S~pplier, to evaluate the evidence of

credit-worthiness submitted by such Guarantor.

(c) All BGS-CIEP Suppliers or Guarantors of BGS-CIEP Suppliers that have

not been incorporated or otherwise formed under the laws of a state of the United States

or of the District of Columbia shall, in addition to all documentation required elsewhere

in this Section 6.2, supply the following as a condition of being granted a credit limit, up

to a maximum level, for the purpose of covering the Total Exposure Amount:

(i)    For BGS-CIEP Suppliers: (i) a legal opinion of counsel qualified

to practice in the foreign jurisdiction in which the BGS-CIEP Supplier is incorporated or

otherwise formed that this Agreement has been duly authorized, executed and delivered

and is the legaI, valid and binding obligation of the BGS-CIEP Supplier in the

jurisdiction in which it has been incorporated or otherwise formed; (ii) the sworn

certificate of the corporate secretary (or similar officer) of such BGS-CIEP Supplier that

the person executing this Agreement on behalf of the BGS-CIEP Supplier has the

authority to execute the Agreement and that the governing board of such BGS-CIEP

Supplier has approved the execution of this Agreement; and (iii) the sworn certificate of

the corporate secretary (or similar officer) of such BGS-CIEP Supplier that the BGS-

CIEP Supplier has been authorized by its governing board to enter into agreements of the

same type as this Agreement. The Company shall have fall discretion, without liability

or obligation to the BGS-CIEP Supplier, to evaluate the sufficiency of the documents

submitted by the BGS-CIEP Supplier.
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(ii) For the Guarantor of a .BGS-CIEP Supplier: (i) a legal opinion of

counsel qualified to practice .in the foreign jurisdiction in which the Guarantor is

incorporated or otherwise formed that the Guaranty has been duly authorized, executed

and delivered and is the legal, valid and binding obligation of the Guarantor in the

jurisdiction in which it has been incorporated or otherwise formed; (ii) the sworn

certificate of the corporate secretary (or similar officer) of such Guarantor that the person

executing the Guaranty on behalf of the Guarantor has the authority to execute the

Guaranty and that the governing board of such Guarantor has approved the execution of

the Guaranty; and (iii) the sworn certificate of the corporate secretary (or similar officer)

of such Guarantor that the Guarantor has been authorized by its governing board to enter

into agreements of the same type as this Guaranty. The Company shall have futl

discretion, without liability or obligation to the Guarantor or the BGS-CIEP Supplier, to

evaluate the sufficiency of the documents submitted by such Guarantor.

(d) Failure to provide the required security or deposit within three (3)

Business Days of the Company’s request shall constitute an Event of Default unless the

Company agrees in writing to extend such period for providing security or deposit. In the

event that a creditworthiness determination by the Company concludes that the security

requirement may be reduced, the Company will notify the affected BGS-CIEP Supplier

Of this circumstance, and take whatever action the BGS-CIEP Supplier requests for return

of the surplus.

6.3 Credit Exposure/Security Calculation

The credit exposure per tranche that wilt be required of BGS-CIEP Supplier under

this Agreement shall be $70,000. The credit exposure under this Agreement shall be

4I



$70,000 times the n-amber of Tranches shown in Appendix A hereto. If a BGS-CIEP

SuppIier meets the Minimum Rating listed above, no security will be required as long as

the Total Exposure Amount does not exceed the maximum credit limit of the BGS-CIEP

Supplier or its Guarantor.

If a BGS-CIEP Supplier meets the Minimum Rating listed above, and the Total

Exposure Amount exceeds the maximum credit limit of the BGS-CIEP Supplier or its

Guarantor, cash or letter of credit in an acceptable form as defined in Section 6.4(b) of

this Agreement ~ standard format in Appendix B), in an amotmt equal to the Total

Exposure Amount above the maximum credit limit of the BGS-CIEP Supplier or

Guarantor will be required.

6.4 Security Instruments

At each BGS-CIEP Supplier’s choice, the following are deemed to be acceptable

methods for posting security, if required:

(a) Cash; or

(b) A standby irrevocable letter of credit acceptable to the Company issued by

a bank or other financial institution with a minimum "A" senior unsecured debt rating

(or, if unavailable, corporate issuer rating discounted one notch) from S&P or "A2" from

Moody’s (see standard format in Appendix B). The letter of credit shall state that it shall

renew automatically for successive one-year or shorter periods, until terminated upon at

least ninety (90) days prior written notice from the issuing financial institution. If the

Company receives notice from the issuing financial institution that the letter of credit is

being cancelled, the BGS-CIEP Supplier will be required to provide a substitute letter of

credit from an alternative bank satisfying the minimum requirements. The receipt of the
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substitute letter of credit must be effective as of the cancellation date and delivered to the

Company thirty (30) days before the cancellation date of the original Ietter of credit. If

the BGS-CIEP Supplier fails to supply a substitute letter of credit as required, then the

Company will have the right to draw on the existing letter of credit and to hold the

amount as security.

If the credit rating of a bank or other financiat institution from which a BGS-CIEP

Supplier has obtained a letter of credit falls below the levels specified in Article 6 of this

Agreement, the BGS-CIEP Supplier shall have two (2) Business Days following written

notice by the Company to obtain a suitable letter of credit from a bank or other financial

institution that meets those standards.

6.5 Maintenance of Creditworthiness

(a) Rel~orting of Changes

Each BGS-CIEP Supplier shall promptly notify the Company of any change in its

credit rating or financial condition or that of its Guarantor. The BGS-CIEP Supplier or

Guarantor shall also furnish evidence of an acceptable credit rating or financial condition

upon the request of the Company.

(b) Cha~ge in Credit Standing

The Company will re-evaluate the creditworthiness of a BGS-CIEP Supplier

whenever it becomes aware Of an adverse change, through the provision of notice by such

Supplier or otherwise, in the BGS-CIEP Supplier’s or Guarantor’s credit standing. The

Company shall not require any additional security fi’om a BGS-CIEP Supplier due to an

adverse change in such BGS-CIEP Supplier’s credit standing provided that the BGS-

CIEP Supplier continues to meet the Company’s minimum standard for an unsecured line
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of credit. When an adverse change in a BGS-CIEP Supplier’s credit standing causes the

BGS-CIEP Supplier to no longer qualify for an unsecured line of credit from the

Company, the Company shall be entitled to require additional security, prepayment, or a

deposit in accordance with Sections 6.2 and 6.3 of this Agreement. The additional

security must be in a form acceptable to the Company as specified in Section 6.4 of this

Agreement.

6.6 Calling On Security

The Company may call upon.the security posted by the BGS-CIEP Supplier if the

BGS-CIEP Supplier fails to pay amounts due to the Company pursuant to this Agreement

or any other agreement(s) between the Company and the BGS-CIEP Supplier for the

provision of BGS Supply after all of the following events occur:

(a) Written Notice of Default is provided to the BGS-CIEP Supplier; and

(b) Any applicable cure period ends.

The foregoing notwithstanding, the security posted by the BGS-CIEP Supplier shall

become due automatically without prior notice or right of cure in the case of any Event of

Default arising under subsections (i), (ii), (iii), (iv), (v), (vi), (vii) and (viii) of Section 5. t

of this Agreement.

6.7 Interest on Cash Held by Company

The Company will pay simple interest calculated at the lower of the Interest Index

or six (6) percent per annmn on all cash held by the Company pursuant to this

Agreement. Each Billing Month, the Company will prepare a statement of interest

mounts due to the BGS-CIEP Supplier. The statement will be sent to the BGS-CIEP

Supplier within three (3) Business Days after the end of the Billing Month via overnight
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mail or other expeditious means. The Company shall make interest payments on the first

Business Day after the 5th day of each calendar month.

6.8 Confidentiality

Information supplied by a

creditworthiness process shall be deemed

Supplier in connection with the

confidential and not subject to public

disclosure, unless Applicable Legal Authorities require disclosure of the information. If

information must be disclosed, then the confidentiality of the information shall be

maintained consistent with the Applicable Legal Authority’s rules and regulations

pertaining to confidentiality. The BGS-CIEP Supplier will be given prompt notice of any

request by a third party to obtain confidential information related to the BGS-CIEP

Supplier’s creditworthiness.

6.9 No Endorsement of BGS-CIEP Supplier

The Company’s determination that a BGS-CIEP Supplier is creditworthy pursuant

to the process set forth above, shall not be deemed to constitute an express or implied

warranty or guarantee of any kind with respect to the financial or operational

qualifications of the BGS-CIEP Supplier. The Company will treat all BGS-CIEP

Suppliers in a non-discriminatory manner and shall provide no preference to any BGS-

CIEP Supplier.

6.10 Multiple BGS Supply Agreements

It is the intention of the Company and the BGS Supplier that, in the event the

BGS-CIEP Supplier is a party to BGS agreements with the Company for the provision of

BGS Supply, the Company will calculate a single Margin applicable to all such

agreements. Each BGS-CIEP Supplier that is a party to other agreements with the
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Company for the provision of BGS Supply hereby agrees that such other agreements are

deemed amended by this Agreement for the sole purpose of calculating the Margin.

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

The Parties must adhere to any applicable operational requirements of PJM

necessary to protect the integrity of the transmission system within the PJM Control Area

and the transmission systems of interconnected control areas, and must satisfy any and all

PJM, RFC and NERC criteria, when applicable. The BGS-CIEP Supplier also must

adhere to any applicable operational requirements of the Company necessary to protect

the integrity of the Company’s local distribution system.

The BGS-CIEP Peak Load Share will be determined by the Company based on

the zonal peak load contributions utilized in the PJM determination of the zonal

obligations for Capacity, adjusted for contributions associated with Customers served by

Third Party Suppliers, with Customers served by BGS-RSCP Suppliers and with

Wholesale Customers. Contributions for TPSs, shall be calculated as set forth in the

Company’s TPS operating procedures found on the Company’s website at

www. .com. The BGS-CIEP Peak Load Share of a BGS-CIEP Supplier is

based on the BGS-CIEP Supplier Responsibility Share.

7.1 Load Obligations

The Company and the BGS-CIEP Supplier ackmowledge that the BGS-CIEP

Customers are within the Company’s metered boundaries and that the BGS-CIEP Load

must be divided into BGS-CIEP SuppIier obligations by applying the BGS-CIEP

Supplier Responsibility Share for each BGS-CIEP Supplier as a Load Serving Entity that
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must meet its PJM obligations. These load obligations include, but are not limited to,

hourly Energy obligations, Capacity obligations, Ancillary Services obligations, and Firm

Transmission Service obligations under the PJM Agreements.

7.2 Data Transmission

(a)

The procedures for transmitting load obligation data for the BGS-CIEP Supplier’s

hourly Energy obligations shall be as set forth by PJM.

(b) Capacity

The procedures for transmitting the BGS-CIEP Supplier Responsibility Share data

to be used by PJM to determine the BGS-CIEP Supplier’s Capacity obIigations shall be

as set forth by PJM.

(c) Transmission

The procedures for transmitting the BGS-CIEP Supplier Responsibility Share data

based upon which the BGS-CIEP Supplier will meet its obligations under the PJM OATT

shall be as set forth by PJM.

(d) Ancillary Services

The procedures for transmitting data regarding the BGS-CIEP Supplier’s

Ancillary Services obligations shall be as set forth by PJM.

7.3 Energy Scheduling

The Company will not provide load-forecasting services. The BGS-CIEP

Supplier shall schedule Energy resources to meet its obligations with PJM as provided for

in the PJM Agreements, procedures, and manuals. The Company, through an e-schedule,

shall provide PJM and the BGS-CtEP Supplier with the data regarding the BGS-CIEP
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Supplier Responsibility Share of the Energy obligations, as set forth by PJM. The Energy

obligations for each BGS-CIEP Supplier wi11 be determined based on its BGS-CIEP

Supplier Responsibility Share of the BGS-CIEP Load. The total preliminary BGS-CIEP

Energy obligation will be equal to the tota! Energy loads for the BGS-CIEP Customers,

as calculated by the Company, including losses and unaccounted for energy.

ARTICLE 8: THE ENERGY SETTLEMENT/RECONCILIATION PROCESS

8.1 Energy Settlement By PJM

The settlement process occurs at PJM to reflect the BGS-CIEP Supplier’s actual

Energy obligations in a supply/usage reconciliation process. The Energy obligations for

each BGS-CIEP Supplier will be determined based on the BGS-CIEP Supplier

Responsibility Share of the BGS-CIEP Load. The reconciIed total BGS-CIEP Energy

obIigation will be equal to the final total Energy loads for the Customers receiving BGS-

CIEP service, including losses.

Any adjustments for billing and metering errors reported subsequent to the

calculation of FHEA and FMEA will be proportionally allocated by the Company to the

BGS-CIEP Suppliers.

8.2 Energy Settlement by the Company

In the event that actual BGS-CIEP Customer consumption data is not available until

after the PJM deadline for conducting the finaI settlement, the Company will conduct the

settlement process with the BGS-CIEP Supplier. Should PJM impose penalties against

the Company as a result of the BGS-CIEP Supplier’s transactions or faiIure to meet PJM

requirements, such penalties shall be passed through by the Company, to the BGS-CIEP

Supplier as part of this settlement process. In addition, all other applicable charges from
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PJM, including any billing adjustments, will be appropriately allocated to the BGS-CIEP

Supplier.

ARTICLE 9: BILLING AND PAYMENT

9.1 The Company Payment of Obligations to the BGS-CIEP Supplier

The Company shall pay all anaounts due to the BGS-CIEP Supplier hereunder in

accordance with the following provisions:

(a) Each Billing Month, the Company will prepare a Statement of amounts

due to the BGS-CIEP Supplier. Line items on this Statement will show amounts due

equal to the: (i) CIEP Standby Fee multiplied by the sum of the BGS-CIEP Supplier

Responsibility Share of all BGS-CIEP-Eligible Customers’ preliminary Energy usage as

measured at the BGS-CIEP-Eligible Customers’ meters; plus (ii) Energy Charges equal

to the sum of the products of the load-weighted average Residual Metered Load

aggregate Real-Time Locational Marginal Prices for the Company’s Transmission Zone

multiplied by the PHEA in each hour of the Billing Month; plus (iii) Ancillary Service

Charge equal to the product of $6.00 per MWh times the PMEA for the Billing Month;

plus (iv)BGS-CIEP Price equal to the product of $ per MW-day multiplied by the

BGS-CIEP Supplier Responsibility Share of the BGS-CIEP Capacity obligation

(expressed in MW) for each day of the Billing Month in question; plus (v) the

Transmission Charge multiplied by the BGS-CIEP Supplier Responsibility Share of the

BGS-CIEP Firm Transmission Service obligation for each day of the Billing Month.

(b) The Statement will be sent to the BGS-CIEP Supplier within eight (8)

Business Days after the end of the Billing Month via overnight mail or other expeditious

means.
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(c)    The Company shall make payment on the first Business Day after the 19*h

day of each calendar month provided that the Company maintains a minimum senior

unsecured debt rating (or, if unavailable, corporate issuer rating discounted one notch) of

at least "BBB-" from S&P, "Baa3" from Moody’s or "BBB-" from Fitch (the "Required

Rating"). If the Company is rated by only two rating agencies, and the ratings are split,

the lower rating will be used. If Company is rated by three rating agencies, and the

ratings are split, the lower of the two highest ratings wilt be used, and, in the event that

the two highest ratings are common, such common rating will be used.

(d) In the event that the Company’s minimum senior unsecured debt rating

(or, if unavailable, corporate issuer rating discounted one notch) falls below the Required

Rating, and until the Company’s minimum senior unsecured debt rating (or, if

unavailable, corporate issuer rating discounted one notch) becomes equal or higher than

the Required Rating, (i) the Company shall make an initial payment on the first Business

Day after the 5th day of the calendar month for approximately 50% of the amount due to

the BGS-CIEP Supplier for the previous calendar month (the "Initial Payment"), and (ii)

the Company shatI make a second payment on the first Business Day after the 19th day of

the calendar month for any remaining amounts associated with the previous calendar

month, which will include the difference between the Initial Payment and any amounts

due equal to the (A) CIEP Standby Fee multiplied by the sum of the BGS-CIEP Supplier

Responsibility Share of all BGS-CIEP-Eligible Customers’ preliminary Energy usage as

measured at the BGS-CIEP-Eligible Customers’ meters; plus (B) Energy Charges equal

to the sum of the products of the load-weighted average Residual Metered Load

aggregate Real-Time Locational Marginal Prices for the Company’s Transmission Zone
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multiplied by the PHEA in each hour of the Billing Month; plus (C) Ancillary Service

Charges equal to the product of $6.00 per MWh times the PMEA for the Billing Month;

plus (D) the BGS-CIEP Price equal to the product of $ per MW-day multiplied by

the BGS-CIEP Supplier Responsibility Share of the BGS-CIEP Capacity obligation

(expressed in MW) for each day of the Billing Month in question; plus (E) Transmission

Charges equal to the P:rM OATT daily rate for the Company Transmissior~ Zone

multipIied by the BGS-CIEP Supplier Responsibility Share of the BGS-CIEP Firm

Transmission Service obligation for each day of the Billing Month.

(e)    To the extent that the PMEA differs from the FMEA, the Company will

pay or charge the BGS-CIEP Supplier the PMEA/FMEA Adjustment Amount within the

PJM deadline for conducting the final settlement. PMEA~MEA Adjustment Amounts

apply only to payments of the Ancillary Service Charge.

(t’)    To the extent that the FHEA differs from the PHEA, the Company will

calculate the PHEAiFHEA Adjustment Amount for each hour by multiplying the

difference between the two amounts by the Residual Metered Load aggregate Real-Time

Locational Marginal Price for the Company’s zone, and will sum the negative and

positive dollar values over all hours to arrive at a net PHEA/FHEA Adjustment Amount

for the Billing Month. Based on the calculated net PHEA/FHEA Adjustment Amount,

the Company will pay or charge the BGS-CIEP Supplier for billing adjustments (the

"FHEA~HEA Billing Adjustment") within the PJM deadline for conducting the final

settlement.

(g)    To the extent that the preliminary monthly Energy usage of all BGS-

CIEP-Etigible Customers differs from the final monthly Energy usage as measured at the
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BGS-CIEP-Eligible Customers’ meters, the Company will pay or charge each BGS-CIEP

Supplier every Billing Month an amount equal to the CIEP Standby Fee times the

difference between all BGS-CIEP-Eligible Customers’ preliminary monthly Energy

usage and all BGS-CIEP-Eligible Customers’ final Energy usage, multiplied by the BGS-

CIEP Supplier Responsibility Share.

(h) To the extent that the daily Capacity and Firm Transmission Service

obligations used in the calculation detailed in Section 9.1(a) are adjusted after the PJM

deadline for conducting final settlement, the Company will pay or charge the BGS-CIEP

Suppliers any net difference between the payment calculated and made within the PJM

deadline for conducting final settlement, and the payment calculated using the adjusted

values.

(i)    If each Party owes an amount to the other Party pursuant to this

Agreement, including any related interest, and payments or credits, the Parties may

satisfy their respective obligations to each other by netting the aggregate amounts due to

one Party against the aggregate amounts due to the other Party, with the Party, if any,

owing the greater aggregate amount paying the other Party the difference between the

amounts.

(j)    Payments shall be subject to adjustment for any arithmetic errors,

computation errors, Meter Reading errors, or other errors, provided that the errors

become known within one (1) year of the termination of this Agreement.

(k) The Company shatI make payments of funds payabte to the BGS-CIEP

Supplier by electronic transfer to a bank designated by the BGS-CIEP Supplier.
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(1)    If a good faith dispute arises between the Company and the BGS-CIEP

Suppiier regarding a Statement, the disputing Pa~ty shall be obligated to pay only the

undisputed portion of the Statement, if any, and shall present the dispute in writing and

submit supporting documentation to the non-disp.uti.ng Party within one hundred and

twenty (120) calendar days from the date of the Statement in dispute. Statement disputes

shall be addressed promptly, and in accordance with the dispute resolution procedures set

forth in ArticIe 11 of this Agreement. Upon resolution of a Statement dispute, any

payments made to either Party will include simple interest on the payment at the lower of

the Interest Index or six (6) percent per annum payable from the date that notice of a

Statement dispute was received by the non-disputing Party.

(m) If payment is made to the BGS~CIEP Supplier after the due date shown on

the Statement, a late fee will be added to the unpaid balance until the entire Statement is

paid. This late fee will be calculated at the prime rate commercial borrowers are charged

by J.P. Morgan Chase.

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

The Company shall have no responsibility for billing between: the BGS-CIEP

Supplier and PJM; the BGS-CIEP Supplier and any Energy or Capacity source; or the

BGS-CIEP Supplier and any other third party. The Company will be responsible for

billing BGS-CIEP Customers for BGS-CIEP.

9.3 The BGS-CIEP Supplier Payment of Obligations to the Company

The BGS-CIEP Supplier shall pay all Charges it incurs hereunder in accordance

with the following provisions:
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(a) Each Billing Month, the Company shall submit an invoice to the BGS-

CIEP Supplier for all Charges owed by the BGS-CIEP Supplier under this Agreement.

The BGS-CIEP Supplier shall make payment for Charges incurred on or before the due

date shown on the invoice. The due date will be on the first Business Day after the 19th

day of each calendar month. The invoice will be sent to the BGS-CIEP Supplier within

eight (8) Business Days after the end of the Billing Month via overnight mail or other

expeditious means.

(b) Invoices shall be subject to adjustment for any arithmetic errors,

computation errors, Meter Reading errors, or other errors, provided that the errors

become lmown within one (1) year of the termination of this Agreement.

(c)    The BGS-CIEP Supplier shall make payments of funds payable to the

Company by electronic transfer to a bank designated by the Company.

(d) If a good faith dispute arises between the Company and the BGS-CIEP

Supplier regarding an invoice, the disputing Party shalI pay only the undisputed portion

of the invoice, if any, and shall present the dispute in writing and submit supporting

documentation to the non-disputing Party within one hundred twenty (120) calendar days

from the due date of the invoice in dispute. Billing disputes shall be addressed promptly,

and in accordance with the dispute resolution procedures set forth in Article 11 of this

Agreement. Upon resolution of a billing dispute, any payments made to either Party will

include simple interest on the payment at the lower of the Interest Index or six (6) percent

per annum payable from the date that notice of a bill dispute was received by the non-

disputing Party.
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(e) If payment is made to the Company after the due date shown on the

invoice, a late fee will be added to the unpaid balance until the entire invoice is paid.

This late fee will be calculated at the prime rate commerciaI borrowers are charged by

LP. Morgan Chase.

ARTICLE 10: SYSTEM OPERATION

10.1 Disconnection and Curtailment By the Company

The Company shall have the right, without incurring any liability to BGS-CIEP

Suppliers, to disconnect (or otherwise curtail, interrupt or reduce deliveries from) the

BGS-CIEP Suppliers or to disconnect (or otherwise curtail, interrupt or reduce deliveries

to) any Customer whenever the Company determines in the exercise of its good faith

discretion, or when the Company is directed by PJM, that such a disconnection,

curtaiIment, interruption or reduction is necessary to facilitate construction, installation,

maintenance, repair, replacement or inspection of any of the Company’s facilities; or due

to any other reason affecting the safe and reliable operation of the Company’s or a

Customer’s facilities, including Emergencies, forced outages or potential overloading of

the Company’s transmission and/or distribution circuits, potential damage to any

Customer’s facilities or any risk of injury to persons.

10.2 Inadvertent Loss of Service To BGS-CIEP Customers

The Parties agree and acknowledge that service to BGS-CIEP Customers may be

inadvertently lost due to storms, weather, accidents, breakage of equipment or other

events beyond the reasonable control of the Company affecting the transmission and

distribution system of the Company. Neither Party will have any liability to the other

Party for the occurrence of such events except for the Company’s obligation to pursue
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steps for the resumption of the disrupted service as set forth in Section 10.3 below. In no

event will an inadvertent loss of service affect a Party’s obligation to make any payments

then due or becoming due with respect to performance rendered prior to such inadvertent

loss of service.

10.3 Good Faith Efforts

The Company shall use good faith efforts to: (a) minimize any curtailment,

interruption or reduction to the extent practicable under the circumstances; (b) provide

the BGS-CIEP SuppIier with prior notification of any curtailment, interruption or

reduction, to the extent practicable; and (c) resume service as promptly as practicable.

10.4 PJM Requirements

The BGS-CIEP Supplier acknowledges and agrees that, as a member of PJM, the

Company is bound by all PJM operating instructions, policies and procedures as are

currently set forth in the PJM Operating Manual, which are available through the Internet

on the PJM Home Page (http://www.pjm.com), as may be revised from time to time,

which are needed to maintain the integrity of the PJM system. The BGS-CIEP Supplier

acknowledges and agrees that it will cooperate with the Company so that the Company

wii1 be in compliance with all PJM Emergency Operations Procedures, which include,

but are not limited to, those procedures pertaining to minimtun and maximum generation

Emergencies, and measures requiring involuntary Customer participation, such as supply

voltage reduction or full interruption Of Customer load by either manual or automatic

means.
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10.5 Compliance With Governmental Directives

The BGS-CIEP Supplier also acknowledges and agrees that the Company may

need to act in response to governmental or civil authority directives that may affect BGS-

CIEP Customer load. The BGS-CIEP Supplier agrees to cooperate with the Company in

order to comply with said directives.

ARTICLE 11: DISPUTE RESOLUTION

11.1 Informal Resolution of Disputes

The Company and the BGS-CIEP Supplier shatI use good faith and reasonable

commercial efforts to informally resolve all disputes arising out of the implementation of

this Agreement. The BGS-CIEP Supplier’s point of contact for all information,

operations, and questions shall be the Company’s Basic Generation Service Unit and the

Auction Website. Any dispute between the Company and the BGS-CIEP Supplier under

this Agreement may be referred to a designated senior representative of each of the

Parties for resolution on an informal basis as promptly as practicable.

11.2 Recourse to Agencies or Courts of Competent Jurisdiction

Nothing in this Agreement shall restrict the rights of either Party to file a

complaint with the FERC under relevant provisions of the Federal Power Act ("FPA"),

with the BPU under relevant provisions of the Applicable Legal Authorities, with a New

Jersey State court of competent jurisdiction, or

jurisdiction situated in the State of New Jersey.

with a federal court of competent

The Parties’ agreement hereunder is

without prejudice to any Parties’ right to contest the jurisdiction of the agency or court to

which a complaint is brought.
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To the extent that this Agreement is deemed to be subject to FERC jurisdiction,

absent the agreement of all parties to a proposed change, the standard of review for

changes to any section of the Agreement specifying the rate(s) or other material

economic terms and conditions agreed to by the Parties herein, whether proposed by a

Party, a non-party, the BPU or FERC acting sua sponte, will be the "public interest"

standard of review set forth in United Gas Pipe Line Co. v. Mobile ice Cor~,

350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power Co., 350

U.S. 348 (1956).

ARTICLE 12: REGULATORY AUTHORIZATIONS AND JURISDICTION

12.1 Compliance With Applicable Legal Authorities

The Company and the BGS-CIEP Supplier are subject to, and shall comply with,

all existing or future appIicabIe federal, State and local Iaws, all existing or future duly-

promulgated orders or other duly-authorized actions of PJM or of Applicable Legal

Authorities.

12.2 FERC Jurisdictional Matters

The inclusion herein of descriptions of procedures or processes utilized by PJM or

otherwise subject to the jurisdiction of FERC is intended solely for informational

purposes. If anything stated herein is found by the FERC to conflict with or be

inconsistent with any provision of the FPA, or any rule, regulation, order or

determination of the FERC under the FPA or if any existing procedures or processes

utilized by PJM are duly modified, the

determination or modification shall control.

applicable FERC rule, regulation, order,

To the extent required under any provision

of the FPA, or any rule, regulation, order or determination of the FERC under the FPA,
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the.Company and/or the BGS-CIEP Supplier, if applicable, shall use reasonable

commercial effbrts to secure, from time to time, all appropriate orders, 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 this Agreement, each Party shall be

liable to the other Party only for direct damages incurred as a result of such Party’s

failure to comply with this Agreement and no Party shall have any liability to the other

Party for consequential, indirect, special or punitive damages, incIuding lost profits or

lost revenues, arising out of such Party’s failure to compty with its obligations under this

Agreement. Notwithstanding anything to the contrary in this Agreement, the BGS-CIEP

Suppliers have no obligations or liability to other BGS-CIEP Suppliers.

This Agreement does not create any duty to any BGS-CIEP Supplier with respect

to the administration of the Company’s Third Party Supplier Agreements by the

Company, including, without limitation, with respect to the credit and security provisions

of the Company’s Third Party Supplier Agreements and Article 11 thereof. Nor wiI1 the

Company have any liability to any BGS-CIEP Supplier for any act or failure tO act in

connection with such administration. If any dispute arises among the BGS-CIEP

Suppliers regarding the allocation of forfeited security (net of the Company’s costs as

described in Section 11.3 of the Company’s Third Party Supplier Agreements) due to

BGS-CIEP Suppliers pursuant to ArtieIe 11 of the Company’s Third Party Supplier

Agreements, then such forfeited security (net of the Company’s costs as described in
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Section 11.3 of the Company’s Third Party Supplier Agreements) will be deposited into

an interest-bearing account pending final disposition of such dispute.

13.2 Risk of Loss

Solely for proposes of determining risk of loss and for determining the indenmity

obligations under Article 14 of this Agreement, the Company shall be deemed to have

custody and control of the electric Energy delivered by a BGS-CIEP Supptier upon

receipt thereof into the Company’s distribution system and until delivery thereof at the

retail electric meter of the Customer; and each BGS-CIEP Supplier shall be deemed to

have custody and control of the electric Energy at all times prior to receipt thereof by the

Company. Each BGS-CIEP Supplier shall at alI times be deemed to hold title to electric

Energy until delivery at the fetal1 electric meter of the Customer at which time title shall

be deemed to pass to such Customer. The Party deemed to have custody and control of

electric Energy shall, mnong the Parties to this Agreement, be responsible for all loss or

damage to property or injury or death to persons arising in connection with such electric

Energy while in its custody and control and shall indenmify the other Parties with respect

to same as set forth in Article 14 of this Agreement.

14.1

(a)

ARTICLE 14: INDEMNIFICATION

Indemnification

Should the Company become the defendant in, or obligor for, any third

party claims and/or liabilities for losses, penalties, expenses, damage to property, injury

to or death of any person including a Party’s employees or any third parties, that were

caused by or occur in cormection with an act or omission of a BGS-CIEP Supplier with

respect to an obligation arising under or in connection with this Agreement, or for which
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such B(3S-CIEP Supplier has otherwise assumed liability under the terms of this

Agreement, such BGS-CIEP Supplier shall defend (at the Company’s option), indemnify

and hold harmless the Company, its shareholders, board members, directors, officers and

employees, ~om and against any and all such third party claims and/or liabilities, except

to the extent that a court of competent jurisdiction determines that the losses, penalties,

expenses or damages were caused wholly or in part by the gross negligence or willful

misconduct of the Company. The Company may, at its own expense, retain counsel and

participate in the defense of any such suit or action.

(b) Should a BGS-CIEP Supplier (the "Indemnified Supplier") become the

defendant in, or obligor for, any third party claims and/or liabilities forlosses, penalties,

expenses, damage to property, injury to or death of any person including a Party’s

employees or any third parties, that were caused by or occur in connection with an act or

omission of the Company or another BGS-CIEP Supplier with respect to an obligation

arising under or in connection with this Agreement, or for which the Company or such

other BGS-CIEP Supplier has otherwise asstuned liability under the terms of this

Agreement, the Company or such BGS-CIEP Supplier shall defend (at the option of the

Indemnified Supplier), indemnify and hold harmless the Indemnified Supplier, its

shareholders, board members, directors, officers and employees, from and against any

and all such third party claims and/or liabilities, except to the extent that a court of

competent jurisdiction determines that the losses, penalties, expenses or damages were

caused wholly or in part by the gross negIigence or willful misconduct of the Indemnified

Supplier. The Indemnified Supplier may, at its own expense, retain counsel and

participate in the defense of any such suit or action.
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14.2 Survives Agreement

The obligation of a Party to defend, indemnify, and hold harmless another Party

under this Article shall suxvive termination of this Agreement, and shall not be limited in

any way by any limitation on the amount or type of damages, compensation or benefits

payable by or for either Party under any statutory scheme, including any Worker’s

Compensation Acts, Disability Benefit Acts or other Employee Benefit Acts.

ARTICLE 15: MISCELLANEOUS PROVISIONS

15.1 Notices

Unless otherwise stated herein, all notices, demands or requests required or

permitted under this Agreement shall be in writing and shalt be personally delivered or

sent by overnight express mail, courier service or facsimile transmission (with the

original transmitted by any of the other aforementioned delivery methods) addressed as

follows:

If to a BGS-CIEP Supplier:

Notification information for each BGS-CIEP Supplier is set forth on

Appendix A hereto.

If to the Company to:

Copy to:

or to such other person at such other address as a Party shatt designate by like notice to

the other Party. Notice received after the close of the BUsiness Day shall be deemed

received on the next Business Day; provided that notice by facsimile transmission shall
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be deemed to have been received by the recipient if the recipient confinris receipt.

telephonicaily or in writing.

15.2 No Prejudice of Rights

The failure of a Party to insist on any one or more instances upon strict

performance of any provisions of this Agreement, or to take advantage of any of its rights

hereunder, shall not be construed as a waiver of any such provisions or the

relinquishment of any such right or any other right hereunder, which shall remain in full

force and effect. No term or condition of this Agreement shall be deemed to have been

waived and no breach excused unless such waiver or consent to excuse is in writing and

signed by the Party cIaimed to have waived or consented to excuse.

15.3 Assignment

Partiesshall not assign any of their rights or obligations under this Agreement

without obtaining (a) any necessary regulatory approval(s); and (b) the prior written

consent of the non-assigning Party, which consent shalI not be m~easonably withheld;

provided that the Company agrees that it shall grant its consent to a proposed assigrmaent

by a BGS-CIEP Supplier if the proposed assignee meets all of the Company’s

creditworthiness requirements then in effect under Article 6 of this Agreement; and

fi~her provided that a BGS-CIEP Supplier wishing to assign its interests hereunder shall

not be obligated to obtain the consent of any other BGS-CIEP Supplier. No assigm~ent

of this Agreement shall relieve the assigning Party of any of its obligations under this

Agreement until such obligations have been assunled by the assignee and alI necessary

consents have been obtained. Any assignment in violation of this Section t5.3 shall be

void; provided, however, the Company may assign any or all of its rights and obligations
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under this Agreement,. without the BGS-CIEP Supplier’s consent, to any entity

succeeding to aI1 or substantially all of the assets of the Company, if such assignee

agrees, in writing, to be bound by all of the terms and conditions hereof and all necessary

regulatory approvals are obtained. The BGS-CIEP SKpplier may, with prior written

notice to the Company but without obtaining the approvat of the Company, assign the

accounts, revenues or proceeds under this Agreement to a third party. The Company

agrees that, following receipt of such notice of the assignment of accounts, revenues or

proceeds and such other documentation that the Company may reasonably request, the

Company will pay amounts becoming due to the assigning BGS-CIEP Supplier under this

Agreement directly to the designated assignee; provided, however, that nothing herein

shall enlarge or expand the rights of such designated assignee beyond the rights granted

to the BGS-CIEP Supplier and the right of such designated assignee to receive payments

shall be subject to all defenses, offsets and claims of the Company arising under this

Agreement. The Company further agrees that, in the event necessary regulatory approvals

to effectuate an assignment have been sought in good faith but that action by the

regulatory body is pending, the Company shall accept the performance of the proposed

assignee as a Party to this Agreement, as co-obligor with the Party proposing to assign its

interest, tmtil such approvals are obtained; provided that in the event the regulatory body

declines to grant its approval (or in the discretion of the Company, the application

seeking approval is still pending without action by t~e regulatory body after ninety (90)

days), the request for approval of the assignment shall be deemed to have been rejected.
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15.4 Governing Law and Venue

To the exten.t not subject to the jurisdiction of the FERC, questions including

those the formation, validity, interpretation, execution, amendment,

termination and construction of this Agreement shatl be governed by the laws of the State

of New Jersey, without regard to principles of conflicts of law. Any lawsuit arising in

connection with this Agreement shall be brought only in the State or federal courts of

New Jersey.

¯ 15.5 Headings

The headings and subheadings contained in this Agreement are used solely for

convenience and do not constitute a part of the Agreement between the Parties hereto, nor

should they be used to aid in any manner in the construction of this Agreement.

15.6 Third Party Beneficiaries

This Agreement is intended solely for the benefit of the Parties hereto including

Customers for which the Company is executing this Agreement as agent. Nothing in this

Agreement shall be construed to create any duty, or standard of care with reference to, or

any liability to, any person not a Party to this Agreement.

15.7 General Miscellaneous Provisions

(a) This Agreement shall not be interpreted or construed to create an

association, joint venture, or partnership between the Parties (or any of them), or to

impose any partnership obligation or liability upon any Party. The obligations of the

BGS-CIEP Suppliers are expressly agreed to be several and not joint. No Party shall

have any right, power, or authority to enter into any agreement or undertaking for, or on
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behalf of, or to act as or be an agent or representative of, or to otherwise bind, any other

Party.

(b) Cancellation, expiration or Early Termination of this Agreement shall not

relieve the Parties of obligations that by their nature survive such cancellation, expiration

or termination, including warranties, remedies, promises of indemnity and

confidentiality.

(c) Should any provision of this Agreement be held invalid or unenforceable,

such provision shall be invatid or unenforceable only to the extent of such invalidity or

unenforceability without invalidating or rendering unenforceable any other provision

hereof unless it materially changes the agreement of the Parties.

(d) Each of the Parties acknowledges that it has read this Agreement,

understands it, and agrees to be bound by its terms. This Agreement is intended by the

Parties as a final expression of their agreement. The Parties further agree that this

Agreement is the complete and exclusive statement of agreement and supersedes all

proposals (oral or written), understandings, representations, conditions, warranties,

covenants and all other communications between the Parties relating thereto.

15.8 Taxes

All present and future federal, state, municipal or other taxes imposed by any

taxing authority by reason of the provision of BGS-CIEP Supply to BGS-CIEP

Customers by a BGS-CIEP Supplier under this Agreement shall be the liability of the

BGS-CIEP Supplier, except for New Jersey State Sales and Use Taxes, which will be the

Company’s responsibility to collect from BGS-CIEP Customers for remittance to the

applicable taxing authority. Should a BGS-CIEP Supplier be required to remit any New
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Jersey State Sales and Use Taxes directly to the applicable taxing authority, other than

taxes previously collected by the BGS-CIEP Supplier on behalf of the Company, the

Company will defend and indemnify the BGS-CIEP Supplier for such Sales and Use

Taxes and will pay to the BGS-CIEP Supplier all such tax amounts upon demand. Each

BGS-CIEP Supplier shall pay all such taxes to the applicable taxing authority to the

extent required or permitted by law. If any transaction is exempt from the payment of

any such taxes, the affected BGS-CIEP Supplier will, if requested, provide the Company

with valid tax exemption certificates. Should the Company be required to remit any such

taxes directly to any applicabIe taxing authority, other than taxes previously collected by

the Company directly from a BGS-CIEP Supplier, the BGS-CIEP Supplier will defend

and indemnify the Company and will pay to the Company all such tax amounts upon

demand.

If new taxes are imposed on Energy, Capacity, Firm Transmission Service or

Ancillary Services after the Effective Date of this Agn-eement, within forty-five (45) days

of the final adoption of any such new taxes, the Company will notify the BGS-CIEP

Suppliers that such new tax has been adopted, will seek approval from the Board to

collect the new taxes from BGS-CIEP Customers, and will provide the BGS-CIEP

Suppliers with a copy of the Company’s petition seeking such approval fi’om the Board.

Upon receipt of Board approval of the collection of the new taxes from BGS-CIEP

Customers, the BGS-CIEP Supplier will be excused from liability for payment of those

new taxes.
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15.9 Changes in Transmission Charges for Firm Transmission Service

(a) If during the term of this Agreement, a filing is made with the FERC to

increase or decrease the charges for Firm Transmission Service, including any charge or

surcharge imposed on. customers receiving Finn Transmission Service, or if the charges

for Firm Transmission Service are adjusted pursuant to a FERC-authorized formula rate,

then the following procedures shall apply:

(i)    within forty-five (45) days of the date upon which the rate change

filing or formuta rate informational filing is made with the FERC, the Company will

notify the BGS-CIEP Suppliers that such rate filing has been made, and will seek

approval from the Board to increase or decrease the charges to BGS-CIEP Customers by

the amount of such rate adjustment for Firm Transmission Service; provided that, if the

rate adjustment for the Firm Transmission Service is to the demand component of such

rate, the rate adjustment sought by the Company shall be stated as a dollar per kilowatt-

hour charge or reduction based on a load factor for transmission service equal to the load

factor for transmission service over the previous twelve (12) months; and further

provided that the Company will provide the BGS-CIEP Suppliers with a copy of the

Company’s petition seeking such approvals from the Board;

(ii) upon receipt of Board approval for the’ adjustment in the charges to

BGS-CIEP Customers, the Company shall begin collecting the new charges (calculated

with respect to the increase or decrease) from the BGS-CIEP Customers;

(iii)

the Auction Price shall be deemed to be

Customers approved by the BPU;

(iv)

in the event of a decrease in Finn Transmission Service Charges,

decreased by the decrease to BGS-CIEP

in the event of an increase in Firm Transmission Service Charges
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the following provisions shall apply: (a) commencing with the date that the Company

begins collecting the rate increase approved by the BPU from the BGS-CIEP Customers,

the Company shall track that portion of the charges to BGS-CIEP Customers comprised

by the increase and shall retain such tracked amounts for the benefit of the BGS-CIEP

Suppliers; (b) upon approval by the FERC, in a Final FERC Order and not subject to

refund, of a proposed increase in charges for Firm Transmission Service, or at such time

as an armual adjusmaent to the charges for Firm Transmission Service becomes effective

pursuant to the applicable FERC-authorized formula rate, the following shalI occur: (A)

the Auction Price shall be deemed to be increased by the increase to BGS-CIEP

Customers approved by the BPU; mad (B) the Company shall promptly pay each BGS-

CIEP Supplier, in proportion to its BGS-CIEP Supplier Responsibility Share, the

amounts tracked and retained for the benefit of BGS-CIEP Suppliers during the term of

this Agreement; provided, however, that in the event only a proportion of the increased

charge for Firm Transmission Service is approved by FERC, in a Final FERC Order and

not subject to refund, the Auction Price shall be increased onty by that portion of the

increase approved by the FERC and the BGS-CIEP Suppliers shall be paid only that

portion of the tracked and retained amounts associated with the portion of the increase

approved by the FERC; and further provided that in the event FERC approves less than

the entirety of the increased charge or rejects the increase in its entirety, all amotmts

tracked and retained by the Company for the benefit of the BGS-CIEP Suppliers

associated with the rejected increase for Firm Transmission Service (or the rejected

portion of the increase for Firm Transmission Service), shatt be credited by the Company

against future rates paid by BGS-CIEP Customers and the BGS-CIEP Suppliers shall
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have no right in or to such amounts. The Company will pay simple interest on amounts

tracked and retained hereunder, calculated at the lower of the Interest Index or six (6)

percent per annum; and

(v) Nothing herein shall prevent or restrict the participation of the

Company or the BGS-CIEP Suppliers in any FERC or judicial proceedings associated

with any proposed increase or decrease in charges for Firm Transmission Service or any

FERC or judicial proceedings associated with any formula rate adjustment, in sponsoring,

supporting, opposing, challenging or otherwise addressing such increases, decreases, or

adjustments.

(b) If, prior to the Effective Date of this Agreement, a filing is made with the

FERC to increase or decrease the charges for Firm Transmission Services, including any

charge or surcharge imposed on customers receiving Finn Transmission Services, and the

Company seeks the approval of the BPU to increase or decrease the rates charged to

BGS-CIEP Customers by the amount of such increase or decrease for Firm Transmission

Services, then the following procedures shall apply:

(i)    upon receipt of Board approval for the increase or decrease in the

rates charged to BGS-CIEP Customers, the Company shall begin collecting the new rate

(calculated with respect to the increase or decrease) from the BGS-CIEP Customers;

(ii) in the event of a rate decrease, the Auction Price shall be deemed

to be decreased by the rate decrease to BGS-CIEP Customers approved by the BPU;

(iii) in the event of a rate increase the following provisions shall apply:

(a) commencing with the later of (x) the date that the Company begins collecting the rate

increase approved by the BPU from the BGS-CIEP Customers or (y) June 1, 2019 if the
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Company begins collecting the rate increase approved by the BPU ~om the BGS-CIEP

Customers prior to June 1, 2019, the Company shall track that portion of the rates

charged to BGS-CIEP Customers comprised by the rate increase and shali retain such

tracked Mounts for the benefit of the BGS-CIEP Suppliers; (b) upon approval by the

FERC, in a Final FERC Order and not subject to refund, of the proposed increase in

charges for Firm Transmission Service, the following shall occur: (A) the Auction Price

shall be deemed to be increased by the increase in charges to BGS-CIEP Customers

approved by the BPU; and (B) the Company shall promptly pay each BGS-CIEP

Supplier, in proportion to its BGS-CIEP Supplier Responsibility Share, the amounts

tracked m~d retained for the benefit of BGS-CIEP Suppliers during the term of this

Agreement; provided, however, that in the event only a proportion of the proposed

increase in charges for Finn Transmission Service is approved by FERC, in a Final

FERC Order and not subject to refund, the Auction Price shall be increased only by that

portion of the proposed increase approved by the FERC and the BGS-CIEP Suppliers

shall be paid only that portion of the tracked and retained amounts associated with the

increase approved by the FERC; and further provided that in the event FERC approves

less than the entirety of the proposed increase or rejects the proposed increase in its

entirety, all amounts tracked and retained by the Company for the benefit of the BGS-

CIEP Suppliers associated with the rejected increase in charges for Firm Transmission

Service (or the rejected portion of the proposed increase in charges for Firm

Transmission Service), shall be credited by the Company against future rates paid by

BGS-CIEP Customers and the BGS-CIEP Suppliers shall have no right in or to such

amounts. The Company will pay simple interest on amounts tracked and retained
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herennder, calculated at the lower of the Interest Index or six (6) percent per annum; and

(iv) Nothing herein shall prevent or restrict the participation of the

Company or t~e BGS-CIEP Suppliers in any FERC or judicial proceedings associated

with any proposed increase or decrease in charges for Firm Transmission Service, in

sponsoring, supporting, opposing, challenging or otherwise addressing such proposed rate

increases or decreases.

(e) In the event that, at the beginning of the term of this Agreement, PJM

Transmission Charges include charges approved by FERC subject to refund without a

Final FERC Order and such charges are being collected from BGS-CIEP Customers

pursuant to BPU approvaI, these charges will be treated as rate increases pursuant to

subsection 15.9(a)(iv) of this Agreement.

(d) Nothing herein to the contrary withstanding, in the event that the

Company, in the exercise of its good faith judgment, cannot determine whether, or the

extent to which, a filing at the FERC seeking a change in charges (including a filing

seeking a change in rate design) for Firm Transmission Service, should be considered an

increase or decrease in rates for the purposes of the preceding paragraphs, the Company

may seek a ruling requesting such a determination from the BPU within ten (10) Business

Days of the filing at the FERC. The Company shall thereafter implement the rate

increase or rate decrease for Finn Transmission Service, if any, through an appropriate

adjustment in the Auction Price in accordance with the directives of the BPU in its order.

15.10 Use of the Word "Including"

The word "including", when following any general statement or term, is not to be

construed as limiting the general statement or term to the specific items or matters set
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forth or to similar items or matters, but rather as permitting the general statement or term

to refer to alI other items or matters that could reasonably fall within its broadest possible

scope.

15.11 Federal Acquisition Regulation

If any of the following clauses prescribed by the Federal Acquisition Regulation

("FAR"), 48 Code of Federal Regulations Chapter 1, should be deemed to apply to this

Agreement, the BGS-CIEP Supplier shaI1 comply with the requirements of such

clause(s), and shall include the terms or substance of such clause(s) in its subcontracts, as

and to the extent required by the FAR:

1) CIean Air and Water: §52.223-2;

2) Contract Work Hours and Safety Standards Act-Overtime Compensation:

§52.222-4;

3) Equal Oppommity: §52.222-26;

4) Affirmative Action for and Employment Reports on Special Disabled and

Vietnam Era Veterans: §52.222-35 and §52.222-37;

5)    Affirmative Action for Handicapped Workers: §52.222-36;

6) Utilization of Small Business Concerns and Small Disadvantaged

Business Concerns and Small Business and Small Disadvantaged Business

Subcontracting Plan: §52.219-8 and §52-219-9.

In ease of a conflict between the provisions of the FAR and the balance of this

Agreement, the requirements of the FAR shall prevail.
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15.12 Binding Terms

This Agreement and the rates, terms and conditions herein shall remain in effect

for the entire term hereof and each Party (including the Company acting on behalf of

Customers) agrees not to seek any change to such rates, terms and conditions pursuant to

the FPA, if the FPA is deemed to have jurisdiction over this Agreement, including on the

grounds that they are not just and reasonabIe.

15.13 Amendment

This Agreement, including the appendices hereto, cannot be amended without the

written agreement of all Parties and the approval of the Board prior to such amendment

becoming effective.

15.14 Counterparts

This Agreement may be executed in counterparts, each of which will be

considered an original, but all of which shall constitute one instrument.
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IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be

executed by their duly authorized representatives as of the date first set forth above.

ATTEST:

By:

[SUPPLIER SIGNATURES APPEAR ON SUCCEEDING PAGES]
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APPENDIX A TO BGS-CIEP SUPPLIER MASTER AGI~EMENT,
DATED ~, 2019,

BY AND BETWEEN
AND THE BGS-CIEP SUPPLIERS

BGS Supplier Auction Price
($~W-Day)

BGS Supplier
Responsibility Share

Address for Notice

The address for any notice to              provided pursuant to Section 15.1 of the
BGS-CIEP Supplier Master Agreement shalI be the following:

For Credit Related Issues:

Name

Address
Telephone
Fax
E-Mail

For Notices, Section 15.1:

Name

Address
Telephone
Fax
E-Mail
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APPENDIXB TO BGS-CIEP SUPPLIER MASTER AGREEMENT,
DATED __, 2019,

BY AND BETWEEN
AND THE BGS-CIEP SUPPLIERS

Sample BGS-CIEP Letter of Credit

(Date)

Letter of Credit No.

To: [One of the following:
Atlantic City ElecMc Company or Jersey Central Power & Light Company or Public
Service Electric and Gas Company or Rockland Electric Company]
("Beneficiaw. ")
Attention:                         .[name, title, address]

1. We hereby establish in your favor this irrevocable transferable Letter of Credit (this

"Letter of Credit") for the account of

in the amount of $

sight upon demand at our counters at

(the "Applicant"),

, effective immediately and available to you at

(Location). This Letter

of Credit shalI expire 364 days from date of issuance, tmless terminated earlier or

otherwise extended in accordance with the provisions hereof. It is a condition of this

Letter of Credit that it shall be deemed automatically extended, without amendment,

for additional period(s) of 364 days from the expiry date hereof, or any future

expiration date unless at least ninety (90) days before its current expiration date, we

send notice to you in w~ting by registered mail or overnight courier at the address

above, ATTN.: [Title] and to the Applicant, that we do not intend to extend this

Letter of Credit.
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This Letter of Credit is issued at the request of the Applicant, and we hereby

irrevocably authorize you to draw on us, in accordance with the terms and conditions

hereof, up to the maximum amount of this Letter of Credit, subject to reduction as

provided in Paragraph 11 hereof. This Letter of Credit may be drawn upon an Event

of Default under the

Applicant and you, dated and the BGS-CIEP

Agreement(s) between the Applicant and you, dated

Supplier Master Agreement(s) between the

Supplier Master

3. A partiaI or full drawing hereunder may be made by you on any Business Day on or

prior to the expiration of this Letter of Credit by delivering, by no later than 11:00

A.M. (New York, NY timet) on such Business Day to _ (Bank), ~ (address), (i)

a notice executed by you in the form of Annex 1 hereto, appropriately completed and

duly signed by your Authorized Officer and (ii) your draft in the form of Annex 2

hereto, appropriately completed and duly signed by your Authorized Officer.

Authorized Officer shall mean President, Treasurer, any Vice President or any

Assistant Treasurer.

4. We hereby agree to honor a drawing hereunder made in compliance with the terms

and provisions of this Letter of Credit by transferring in immediately available funds

the amount specified in the draft delivered to us in connection with such drawing to

such account at such bank in the United States as you may specify in your draft

delivered to us pursuant to Paragraph 3 hereof, by 3:00 P.M. (New York, NY time)

on the date of such drawing, if delivery of this requisite document is made prior to

If the issuer of the Letter of Credit is located in an area that is not in the Eastern time zone, this time and
all other times in this Letter of Credit, and the definition of a Business Day should be adjusted
accordingly.
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11:00 AM (New York, NY time) on a Business Day pursuant to Paragraph 3 herein

above, but at the opening of business on the first Business Day next succeeding the

date of such drawing if delivery of the requisite document is made on or after 1 i:00

AM ~ew York, NY time) on any Business Day pursuant to Paragraph 3 herein

above.

5. If a demand for payment made by you hereunder does not, in any instance, conform

to the terms and conditions of this Letter of Credit, we shall give you prompt notice

(not exceeding three (3) Business Days following the date of receipt of the

documents) that the demand for payment was not effected in accordance with the

terms and conditions of this Letter of Credit, stating the reasons that the demand for

payment was not effected in accordance with such terms and conditions, and that we

will upon your instructions hold any documents at your disposal or return the same to

you. Upon being notified that the demand for payment was not effected in

conformity with this Letter of Credit, you may attempt to correct any such non-

conforming demand for payment to the extent that you are entitled to do so, provided,

however, in such event a conforming demand for payment must be timely made in

accordance with the terms of this Letter of Credit.

6. This Letter of Credit shall automatically terminate and be delivered to us for

cancellation on the earliest of (i) the making by you of the drawings in an amount

equal to the maximum amount available to be made hereunder, (ii) the date we

receive from you a Certificate of Expiration in the form of Annex 3 hereto, or (iii) the

above-stated expiration date hereof.
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7. As used herein:

"Business Day" shall meax~ any day on which commercial banks are not authorized or

required to close in New York, New York and any day on which payments can be

effected on the Fedwire system.

8. This Letter of Credit is transferable one or more times, but in each instance only to a

single transferee for the fulI amount available to be drawn under the Letter of Credit

at the time of such transfer. Such transfer shall be effected by us upon your

submission of this Letter of Credit including all amendments, if any, accompanied by

the Letter of Full Transfer substantially in the form of Annex 4. This Letter of Credit

may not be transferred to any person with.which the United States are prohibited fi’om

doing business under the United States Foreign Assets Control Regulations or other

applicable United States laws and regulations. Except for such transfer, this Letter of

Credit may not otherwise be amended or modified without consent from us, you and

the Applicant, and except as otherwise expressly stated herein, is subject to the

Uniform Customs and Practice for Documentary Credits - 2007 Revision, ICC

Publication No. 600, or any successor pubIication thereto (the "UCP"). Any and all

transfer fees, expenses and costs shall be borne by the Applicant. This Letter of

Credit shall, as to matters not governed by the UCP, be governed and construed in

accordance with New York law, without regard to principles of conflicts of taw.

9. This Letter of Credit sets forth in full ot~ undertaking, and such undertaking shall not

in any way be modified, amended, changed, amplified or limited by reference to any

document, instrument or agreement referred to herein, except for Annexes 1 through

4 hereto and the notices referred to herein; and any such reference shall not be
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deemed to incorporate herein by reference any document, instrument or agreement

except as set forth above.

I0. We ("Bank") certify that as of

(date) our senior unsecured debt is

("S&P") if rated by S&P or "A2"

rated "A" or better by S&P Global Ratings

or better by Moody’s Investors Service Inc.

("Moody’s") if rated by Moody’s. We hereby certify that our senior unsecured debt

is rated by at least one of S&P and Moody’s.

11. The amount which may be drawn by you under this Letter of Credit shall be

automatically reduced by the amount of any drawings paid through us referencing this

Letter of Credit No. ~. Partial drawings are permitted hereunder.

12. Faxed document(s) are acceptable. Presentation by fax must be made to fax number

confirmed by telephone to

13. In the event of act of God, riot, civil commotion, insurrection, war, terrorism or by

any strikes or lock outs, or any cause beyond our control, that interrupts our business,

and causes the pIace for presentation of this Letter of Credit to be closed for business

on the last day of presentation, the expiration date of this Letter of Credit shall be

automatically extended without amendment to a date thirty (30) calendar days after

the place for presentation reopens for business.

14. This original Letter of Credit has been

., the Beneficiary above (as

sent to [name, title, address]

per Applicant’s instructions). The

aggregate amount paid to the Beneficiary during the ~atidity of this Letter of Credit

will not exceed t~e amount of this Letter of Credit. Any demands or communications

in the form of the attached Annexes or other communications directed to us under this
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Letter of Credit must be signed by an Authorized Officer of the Beneficiary.

Acceptance or rejection of any amendments to this Letter of Credit must be signed by

an Authorized Officer of the Beneficiary.

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 GentIemen:

The undersigned is making a drawing under the above-referenced Letter of Credit in
the amount specified below and hereby certifies to you as follows:

1.    Capitalized terms used herein that are defined herein shall have the meanings
ascribed thereto in the Letter of Credit.

2. Pursuant to Paragraph 2 of the Letter of Credit No. .,
dated ., 20 , the undersigned is entitled to make a drawing under the Letter
of Credit in the mount of $          ., inasmuch as there is an Event of Default under
any BGS Supplier Master Agreement between the Applicant and us.

3. The undersigned acknowledges that, upon your honoring the drawing herein
requested, the amount of the Letter of Credit available for drawing shall be automatically
decreased by an amount equal to this drawing.

Very truly yours,

(Beneficiary)

By
Name:
Title:
Date:

(Applicant Name)
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Annex 2 to Letter of Credit

DRAWING UNDER LETI’ER OF CREDIT NO.

ON [Business Day immediately succeeding date of presentation]

PAY TO: (Beneficiary)

Atm:

For credit to the account of

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

(Bar~.k)
(Address)

(Beneficiary)

By
Name:
Title:
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Annex 3 to Letter of Credit

CERTIFICATE OF EXPIRATION
OF LETTER OF CREDIT NO.

,2o__

To: (Bank)
(Address)

Attention: Standby Letter of Credit Unit

Ladies and Gentlemen:

The undersigned hereby certifies to you that the above referenced Letter of Credit
may be cancelled without payment. Attached hereto is said Letter of Credit, marked
cancelled.

(Beneficiary)
By:
Name:
Title:
Date:

(Applicant Name)
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Annex 4 to Letter of Credit

LETTER OF FULL TRANSFER

Bank
Bank Address

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

For value received, the undersigned Beneficiary hereby irrevocably transfers to:

(Name of Transferee)

(Address)

all rights of the undersigned Beneficiary to draw under the above Letter of Credit in its
entirety.

By this transfer, alI fights of the undersigned Beneficiary in such Letter of Credit are
transferred to the transferee and the transferee shall have the sole rights as beneficiary
thereof, including sole rights relating to any amendments whether increases or extensions
or other amendments and whether now existing or hereafter made. All amendments are
to be advised direct to the transferee without necessity of any consent of or notice to the
undersigned Beneficiary.

The original of such Letter of Credit is returned herewith, and we ask you to endorse the
transfer on the reverse thereof, and forward it direct to the transferee with your customary
notice of transfer.

Enclosed is remittance in the amount of $        in payment of your transfer
commission and in addition we agree to pay to you on demand any expenses that may be
incurred by you in connection with this transfer.

Transfer Commission Charges
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SIGNATURE AUTHENTICATED
The signatory/ies of this concern
is/are authorized to withdraw
corporate fimds.

(BANK)

(Authorized Signature)

SIGNATURE AUTHENTICATED
The signatory/ies of this eoncem
is/are authorized to withdraw
corporate funds.

(BANK)

(Authorized Signature)

Yours very truly,

Signature of Beneficiary

Signature of Transferee
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APPE~IX C TO BGS-CIEP SUPPLIER MASTER AGREEMENT,
DATED __, 2019,

BY AND BETWEEN
AND THE BGS-CIEP S~PLIERS

Guaranty

GUARANTY (this "Guaranty"), dated as of                     ., made by
(the "Guarantor"), a corporation organized and existing under the

laws of                  in favor of~ (the "Guaranteed Party"), a corporation
organized and existing under the laws of the State of New Jersey.

Terms not defined herein take on the meaning given to them in the BGS-RSCP Supplier
Master Agreement(s) dated and/or the BGS-CIEP Supplier Master
Agreement(s) dated (the ")kgreement(s)"). Guarantor enters into this
Guaranty in consideration of, and as an inducement for Guaranteed Party having entered
into or entering into the "Agreement(s)" with                            [Name],
a                    [State] corporation (the "BGS Supplier"), which may involve
the extension of credit by the Guaranteed Party. Guarantor, subject to the terms and
conditions hereof, hereby unconditionally and absolutely guarantees to the Guaranteed
Party the full and prompt payment when due, subject to an applicable grace period and
upon demand in writing from the Guaranteed Party to the Guarantor’s attention at the
address for Guarantor set forth in Section 11 hereof of any and all amounts payable by
the BGS Supplier to the Guaranteed Party arising out of the Agreement(s), and,

The Guarantor, as primary obligor and not merely as surety, hereby irrevocably and
unconditionally guarantees the full and prompt payment when due (whether by
acceleration or otherwise) of the principal and interest on any sums due and payable
by the BGS Supplier as a result of an Event of Default under the Agreement(s)
(including, without limitation, indemnities, damages, fees and interest thereon,
pursuant to the terms of the Agreement(s)). Notwithstanding anything to the contrary
herein, the maximum aggregate liability of the Guarantor under this Guaranty shall
Option 1 [in no event exceed                 .] Option 2 [in no event exceed the
lesser of [the credit limit amount] or the sum of the Total Exposures Amounts under
the Agreement(s).] All such principal, interest, obligations and liabilities,
collectively, are the "Guaranteed Obligations". This Guaranty is a guarantee of
payment and not of collection.

The Guarantor hereby waives diligence, acceleration, notice of acceptance of this
Guaranty and notice of any liability to which it may apply, and waives presentment
and all demands whatsoever except as noted herein, notice of protest, notice of
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dishonor or nonpayment of any such liability, suit or taking of other action by any
Guaranteed Party against, and any other notice to, any party liable thereon (including
the Guarantor or any other guarantor), filing of claims with a court in the event of the
insolvency or bankruptcy of the BGS Supplier, and any right to require a proceeding
first against the BGS S~pplier.

The Guaranteed Party may, at any time and from time to time, without notice to or
consent of the Guarantor, without incurring responsibility to the Guarantor and
without impairing or releasing the obligations of the Guarantor hereunder, upon or
without any terms or conditions: (i) take or refrain from taking any and all actions
with respect to the Guaranteed Obligations, any Document or any person (including
the BGS Supplier) that the Guaranteed Party determines in its sole discretion to be
necessary or appropriate; (ii) take or refrain from taking any action of any kind in
respect of any security for any Guaranteed Obligation(s) or liability of the BGS
Supplier to the Guaranteed Party; or (iii) compromise or subordinate any Guaranteed
Obligation(s) or liability of the BGS Supplier to the Guaranteed Party including any
security for such Guaranteed Obligation(s) or liability of the BGS Supplier to the
Guaranteed Party.

o Subject to the terms and conditions hereof, the obligations of the Guarantor under this
Guaranty are absolute and unconditional and, without limiting the generality of the
foregoing, shall not be released, discharged or otherwise affected by: (i) any
extension, renewal, settlement, compromise, waiver, consent, discharge or release by
the BGS Supplier concerning any provision of the Agreement(s) in respect of any
Guaranteed Obligations of the BGS Supplier; (ii) the rendering of any judgment
against the BGS Supplier or any action to enforce the same; (iii) the existence, or
extent of, any release, exchange, surrender, non-perfection or invalidity of any direct
or indirect security for any of the Guaranteed Obligations; (iv) any modification,
amendment, waiver, extension of or supplement to any of the Agreement(s) or the
Guaranteed Obligations agreed to from time to time by the BGS Supplier and the
Guaranteed Party; (v) any change in the corporate existence (including its
constitution, laws, rules, regulations or powers), structure or ownership of the BGS
Supplier or the Guarantor, or any insolvency, bankruptcy, reorganization or other
similar proceedings affecting the BGS Supplier or its assets, the Guarantor or any
other guarantor of any of the Guaranteed Obligations; (vi) the existence of any claim,
set-off or other rights which the Guarantor may have at any time against the BGS
Supplier, the Guaranteed Party or any other corporation or person, whether in
connection herewith or in connection with any unrelated transaction; provided that
nothing herein shall prevent the assertion of any such claim by separate suit or
compulsory counterclaim; (vii) the invalidity, irregularity or unenforceability in
whole or in part of the Agreement(s) or any Guaranteed Obligations or any
instrument evidencing any Guaranteed Obligations or the absence of any action to
enforce the same, or any provision of applicable law or regulation purporting to
prohibit payment by the BGS Supplier of amounts to be paid by it ~der the
Agreement(s) or any of the Guaranteed Obligations; and (viii) except for a failure to
comply with any applicable statute of limitations, any other act or omission to act or
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delay of any kind of the BGS Supplier, any other guarantor, the Guaranteed Party or
any other corporation or person or any other event, occurrence or circumstance
whatsoever which might, but for the provisions of this paragraph, constitute a legal or
equitable discharge of the Guarantor’s obligations hereunder.

The Guarantor hereby irrevocably waives (a) any right of reimbt~sement or
contribution, and (b) any right of salvage against the BGS Supplier of any collateral
security or guaranty or right of offset held by the Guaranteed Party.

6. The Guarantor will not exercise any rights, which it may acquire by way of
subrogation m~til all Guaranteed Obligations to the Guaranteed Party pt~suant to t_he
Agreement(s) have been paid in full.

Subject to the temps and conditions hereof, this Guaranty is a continuing one and all
liabilities to which it applies or may apply under the terms hereof shall be
conclusively presumed to have been created in reliance hereon. Except for a failure
to comply with any applicable statute of 1imitations, no failure or delay on the part of
the Guaranteed Party in exercising any right, power or privilege hereunder, and no
course of dealing between the Guarantor and the Guaranteed Party, shall operate as a
waiver thereof; nor shall any single or partial exercise of any right, power or privilege
hereunder precIude any other or further exercise thereof or the exercise of any other
right, power or privilege. The rights, powers and remedies herein expressly provided
are cumulative and not exclusive of any rights, powers or remedies, which the
Guaranteed Party would otherwise have. No notice to or demand on the Guarantor in
any case shall entitle the Guarantor to any other or further notice of demand in similar
or other circumstances or constitute a waiver of the rights of the Guaranteed Party to
any other or further action in any circumstances without notice or demand.

This Guaranty shall be binding upon the Guarantor and upon its successors and
assigns and shall inure to the benefit of and be enforceable by the Guaranteed Pat~
and its successors and assigns; provided, however, that the Guarantor may not assign
or transfer any of its rights or obligations hereunder without the prior written consent
of the Guaranteed Party. The assignment rights of the Guaranteed Party will be in
accordance with the terms of the underlying Agreement(s).

9. Neither this Guaranty nor any provision hereof may be changed, waived, discharged
or terminated except upon written agreement of the Guaranteed Party and the
Guarantor.

10. The Guarantor agrees that its liability as guarantor shall continue and remain in full
force and effect in the event that aI1 or any part of any payment made hereunder or
any obligation or liability guaranteed hereunder is recovered (as a frauduIent
conveyance, preference or otherwise) rescinded or must otherwise be reinstated or
returned due to bankruptcy or insolvency laws or otherwise.
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11. All notices and other commtmications hereunder shall be made at the addresses by
hand delivery, by the next day delivery service effective upon receipt or by certified
mail return receipt requested (effective upon scheduled weekday delivery day) or
tetefacsimile (effective upon receipt of evidence, including telefacsimile evidence,
that telefacsimile was received)

If to the Guarantor:
[To be completed]

If to the Guaranteed Party:
[To be completed]

12. If claim is ever made upon the Guaranteed Party for repayment or recovery of any
amount or amounts received in payment or on account of any of the Guaranteed
Obligations and the Guaranteed Party repays all or part of such amount by reason of
(a) any judgment, decree or order of any court or administrative body having
jurisdiction over such payee or any of its property, or (b) any settlement or
compromise of any such claim effected by such payee with any such claimant
(including the Guarantor), then and in such event the Guarantor agrees that any such
judgment, decree, order, settlement or compromise shaI1 be binding upon it,
notwithstanding any revocation hereof or the cancellation of the Agreement(s) or
other ins~ment evidencing any liability of the Guarantor, and the Guarantor shall be
and remain liabte to the Guaranteed Party hereunder for the amount so repaid or
recovered to the same extent as if such amount had never originally been received by
any such payee.

13. The Guarantor hereby certifies that it satisfies the Minimum Rating as defined in the
Agreement(s).

14. This Guaranty shall remain in full force and effect until all Guaranteed Obligations
have been fully and finally performed, at which point it will expire. The Guarantor
may terminate this Guaranty upon thirty (30) days prior written notice to the
Guaranteed Party which termination shall be effective only upon receipt by the
Guaranteed Party of alternative means of security or credit support, as specified in the
Agreement(s) and in a form reasonably acceptable to the Guaranteed Party. Upon the
effectiveness of any such expiration or termination, the Guarantor shall have no
further liability under this Guaranty, except with respect to the Guaranteed
Obligations entered into prior to the time the expiration or termination is effective,
which Guaranteed Obligations shall remain guaranteed pursuant to the terms of this
Guaranty until finally and fully performed.

15. The Guarantor represents and warrants that: (i) it is duty organized and validly
existing under the laws of the jurisdiction in which it was organized and has the
power and authority to execute, deliver, and perform this Guaranty; (ii) no
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authorization, approval, consent or order of, or registration or filing with, any court or
other governmental body having jurisdiction over the Guarantor is required on the
part of the Guarantor for the execution, delivery and performance of this Guaranty
except for those already made or obtained; (iii) this Guaranty constitutes a valid and
legally binding agreement of the Guarantor, and is enforceable against the Guarantor,
except as the enforceability of this Guaranty may be limited by the effect of any
applicable bankruptcy, insolvency, reorganization, moratorium or similar laws
affecting creditor’s rights generally and by general principles of equity; and (iv) the
execution, delivery and performance of this Guaranty by the Guarantor have been and
remain duly authorized by all necessary corporate or comparable action and do not
contravene any provision of its                    [insert appropriate corporate
organizational document, such as Declaration of Trust, Limited Liability Agreement,
Articles of Incorporation or by-laws] or any law, regulation or contractual restriction
binding on it or its assets.

16. This Guaranty and the rights and obligations of the BGS Supplier and the Guarantor
hereunder shaI1 be construed in accordance with and governed by the laws of the
State of New Jersey. The Guarantor and Guaranteed Party jointly and severally agree
to the exclusive jurisdiction of State and federal courts located in the State of New
Jersey over any disputes arising or relating to this Guaranty and waive any objections
to venue or inconvenient forum. The Guarantor and Guaranteed Party each hereby
irrevocabIy waive any and all rights to trial by jury with respect to any legal
proceeding arising out of or relating to this Guaranty.

17. This writing is the complete and exclusive statement of the terms of this Guaranty and
supersedes all prior oral or written representations, understandings, and agreements
between the Guaranteed Party and the Guarantor with respect to subject matter
hereof. The Guaranteed Party and the Guarantor agree that there are no conditions to
the full effectiveness of this Guaranty.

Every provision of this Guaranty is intended to be severable. If any term or provision
hereof is declared to be illegai or invalid for any reason whatsoever by a court of
competent jt~sdiction, such illegality or invalidity shali not affect the balance of the
terms and provisions hereof, which terms and provisions shall remain binding and
enforceable. This Guaranty may be executed in any nmmber of counterparts, each of
which shatl be an original, but all of which together shall constitute one instrument.

19. No Trustee or shareholder of Guarantor shall be held to any liability whatsoever for
any obligation under this Guaranty, and such Guaranty shall not be enforceable
against any such Trustee in their or his or her individual capacities or capacity. This
Guaranty shall be enforceable against the Trustees of Guarantor only as such, and
every person, firm, association, trust or corporation having any claim or demand
arising under this Guaranty and relating to Guarantor, its shareholders or Trustee shall
look solely to the trust estate of Guarantor for the payment or satisfaction thereof.
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IN WITNESS WHEREOF, the Guarantor has caused this Guaranty to be executed and
delivered as of the date first above written to be effective 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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BGS-RSCP SUPPLIER MASTER AGREEMENT

T~S BGS-RSCP SUPPLIER MASTER AGREEMENT, made and entered

into this ~ day of ...... ,2019, by and between

(the "Company"), a corporation and a punic utility organized and existing under the laws

of the State of New Jersey, on its own behalf and as agent as more fully set forth below,

and each of the suppliers listed on Appendix A hereto, severally and not jointly (each a

"BGS-RSCP Supplier" and, collectively, the "BGS-RSCP Suppliers"), the Company and

each BGS-RSCP Supplier hereinafter sometimes referred to coIlectively as the "Parties",

or individually as a "Party",

WITb,~SSETH:

WHEREAS, the Company is a public utility engaged, inter alia, in the

transmission and distribution of electric Energy within its Service Territory located in the

State of New Jersey; and

WHEREAS, pursuant to Section 9(c) of the Electric Discount and Energy

Competition Act, N.J.S.A. 48:3-49 et. se~., the New Jersey Board of Public Utilities

("BPU") has been authorized to makeavailable to any power supplier on a competitive

basis the opportunity to provide Basic Generation Service ("BGS"); and

WHEREAS, in its Decision and Order dated ~, in Docket No. ER18040356

(the " Order"), the BPU found that for periods after May 31, 2019, it would serve

the public interest for the Company to continue to secure BGS Supply through a bid

process; and

WI~REAS, in the __ Order, the BPU approved an auction design for

bidding out two Basic Generation Service products, one a product termed Basic

Generation Service - Residential Small Commercial Pricing ("BGS-RSCP"), and one a
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product termed Basic Generation Service - Commercial and Industrial Energy Pricing

("BGS-CIEP"); a~d

WHEREAS, on ______, 2019 to ~., 2019, a successful auction for bidding out

BGS-RSCP was held; and,

WHEREAS, each BGS-RSCP Supplier was one of the winning bidders in the

auction for the provision of BGS-RSCP; and

WItEREAS, the __ Order authorized the Company to contract with winning

bidders, on behalf of the consumers of electricity located on the Company’s distribution

system, for the provision of the share of BGS-RSCP Load covered by the winning bid;

and

WItEREAS, pursuant to the auction procedures approved in the __ Order, the

Company and each of the BGS-RSCP Suppliers desire to enter into this BPU-approved

BGS-RSCP Supplier Master Agreement ("Agreement") setting forth their respective

obligations concerning the provision of BGS-RSCP.

NOW, THEREFORE, in consideration of the mutual covenants and promises set

forth below, and for other good and valuable consideration, the receipt and sufficiency of

which are hereby acknowledged, the Parties hereto, intending to be legally bound, hereby

covenant, promise and agree as follows:
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ARTICLE 1: DEFINITIONS

Any capitalized or abbreviated term not elsewhere defined in this Agreement shall

have the definition set forth in this Article 1.

Ancillary Services - shall have the meaning ascribed thereto in the PJM Tariff.

Applicable Legal Authorities - generally, those federal and New Jersey statutes and
administrative rules and regulations that govern the electric utility industry in New
Jersey.

Auction Price - the price, set forth in Appendix A, resulting from the Company’s
competitive solicitation of the opportunity to supply BGS-RSCP subject to any
adjustment made pursuant to Section 15.9 hereof. This price is the basis for financial
settlement of BGS-RSCP Supply supplied by the BGS-RSCP Supplier to BGS-RSCP
Customers under this Agreement.

Auction Website - www.bgs-auction.com

Bankruptcy Code - those Iaws of the United States of America related to bankruptcy,
codified and enacted as Title 11 of the United States Code, entitled "Bankruptcy" and
found at t 1 U.S.C. § 101 et se%, as such laws may be amended, modified, replaced or
superseded from time to time.

Basic Generation Service or "BGS" - eIectric generation service that is provided at retail
pursuant to the Applicable Legal Authorities under the Company’s retail electric tariffs
and under any other agreements or arrangements between t~e Company and Customers,
to any Customer that is not being served by a Third Party Supplier.

Basic Generation Service - Commercial and Industrial Energy Pricing or "BGS-CIEP" -
electric generation service that is provided pursuant to the Applicable Legal Authorities
at prices that include an energy charge component that varies on an hourly basis in
accordance with changes in the load-weighted average Residual Metered Load aggregate
Real-Time Locational Marginal Price (including energy, congestion and marginal losses)
for the Company’s Transmission Zone under the Company’s BGS-CIEP Tariffs.

Basic Generation Service -ResidentiaI Small Commercial Pricing or "BGS-RSCP" -
eIectrie generation service that is provided at retail pursuant to the Applicable Legal
Authorities under the Company’s BGS-RSCP Tariffs.

Basic Generation Service Supply or "BGS Supply" - either BGS-RSCP Supply or BGS-
CIEP Supply.

BGS-CIEP Customer - a Customer who is being served under any one of the Company’s
BGS-CIEP Tariffs and is not taking electric generation service from a Third Party
Supplier.



BGS-CIEP Load - the full electricity requirement (including without limitation, Energy,
Capacity, Ancillary Services and Firm Transmission Service) of BGS-CIEP Customers.

BGS-CIEP Supplier - an entity that has been selected through the BGS-CIEP solicitation
and has accepted the obligations and associated rights to provide BGS-CIEP Supply to
retail customers within the State of New Jersey in accordance with the Applicable Legal
Authorities and has entered into a BGS-CIEP Supplier Master Agreement with the
Company as a Party. Each BGS-CIEP Supplier must be an LSE and shall have the
obligations of an LSE under the PJM Agreements.

BGS-CIEP Supplier Responsibility Share - for each BGS-CIEP Supplier, the fixed
percentage share of the Company’s BGS-CIEP Load for which the BGS-CIEP Supplier is
responsible as set forth in Appendix A to the BGS-CIEP Supplier Master Agreement.
The stated percentage share was determined by multiplying the number of tranches won
by the BGS-CIEP Supplier in the auction times the BGS-CIEP Tranche size percentage
share.

Supply - unbundled Energy, Capacity, Ancillary Services and Firm
Transmission Service, including all losses and/or congestion costs associated with the
provision of such services, and such other services or products that a BGS-CIEP Supplier
may be required, by PJM or other governmental body having jurisdiction, to provide in
order to meet the BGS-CIEP Supplier Responsibility Share under the BGS-CIEP
Supplier Master Agreement.

BGS-CIEP Tariffs - Rate Schedules
Company.

of the

BGS-RSCP Customer- a Customer who is being served under any one of the Company’s
BGS-RSCP Tariffs and is not taking electric generation service from a Third Party
Supplier.

BGS-RSCP Load - the full electricity requirement (including, without limitation, Energy,
Capacity, Ancillary Services and Firm Transmission Service) of BGS-RSCP Customers.

BGS-RSCP Peak Load Share - is the portion of load attributable to those Customers on
BGS-RSCP of the PJM-determined EDC zonal peak load.

BGS-RSCP Supplier - an entity that has been selected through the BGS-RSCP
solicitation and has accepted the obligations and associated rights to provide BGS-RSCP
Supply to retail customers within the State of New Jersey in accordance with the
Applicable Legal Authorities and has entered into this Agreement with the Company as a
Party. Each BGS-RSCP Supplier under this Agreement must be an LSE and shall have
the obligations of an LSE under the PJM Agreements. The term "supplier" also refers
generically to any entity authorized by the BPU to provide BGS Supply, as opposed to a
specific signatory to this Agreement, where the context makes it appropriate to do so.
The distinction can be derived from the context, but is also generally reflected in the use
of lower case type ("supplier") to reflect the generic usage, and an initial capital
("Supplier") to reflect a Party to this Agreement.
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BGS-RSCP Supplier Responsibility Share - for each BGS-RSCP Supplier, the fixed
percentage Share of the Company’s BGS-RSCP Load for which the BGS-RSCP Supplier
is responsible as set forth in Appendix A. The stated percentage share was determined by
multiplying the number of Tranches won by the BGS-RSCP Supplier in the auction times
the Tranche size percentage share.

Supply - unbundled Energy, Capacity, Ancillary Services and Firm
Transmission Service, including all losses and/or congestion costs associated with the
provision of such services, and such other services or products that a BGS-RSCP
Supplier may be required, by PJM or other governmental body having jurisdiction, to
provide in order to meet the BGS-RSCP Supplier Responsibility Share under this
Agreement.

BGS-RSCP Tariffs - Rate Schedules of the Company.

Billing Month - each calendar month during the term of this Agreement.

BPU or "Board" - the New Jersey Board of Public Utilities or its successor.

Business Day - any day on which the Company’s and PJM’s corporate offices are open
for business and commercial banks are not authorized or required to close in New York,
New York.

Capacity - shall mean "Unforced Capacity" as set forth in the PJM RAA or in successor,
superseding or amended versions of the PJM RAA that may take effect fi:om time to time
over the term of this Agreement, and any successor measurement of generating capacity
as may be employed in PJM (whether set forth in the PJM ILAA or elsewhere) for the
propose of stating the capacity obligation of an LSE.

Charge - any fee, charge or other amount that is billable by the Company to the BGS-
RSCP Supplier under this Agreement.

Competitive Electricity Supply - unbundled Energy, Capacity, and Firm Transmission
Service, including ali losses and/or congestion associated with the provision of the
foregoing services, and such other services or products that are provided by a Third Party
Supplier to fulfill its obligations to serve customer load. The provision of Competitive
Electricity Supply by Third Party Suppliers entails fulfilhnent of all obligations
associated with service to Customers, including the obligations of a Load Serving Entity
under the PJM Tariff, procedures, agreements and manuals.

Costs - means, with respect to the Non-Defaulting Party brokerage fees, commissions
and other similar transaction costs and expenses reasonably incurred by such Party either
in terminating any arrangement pursuant to which it has hedged its obligations or
entering into new arrangements which replace this Agreement; and all reasonable
attorneys’ fees and expenses incurred by the Non-Defaulting Party in connection with the
termination of this Agreement.
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Customer - a Company customer as defined in the Company’s retail tariffs, eligible to
receive Competitive Electricity Supply from a Third Party Supplier or BGS-RSCP or
BGS-CIEP from a BGS-RSCP Supplier or BGS-CIEP Supplier, respectively, in
accordance with the Applicable Legal Authorities.

Damages - financial compensation from the Defaulting Party to the Non-Defaulting
Party associated with the occun’ence of an Event of Default or an Early Tennination of
this Agreement. This compensation shall be assessed pursuant to Article 5 of this

Early Termination - termination of this Agreement prior to the end of the term due to the
occurrence of an Event of Defauit as specified in Section 5.1 of this Agreement and the
declaration of Early Termination.

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

Effective Date - the date first written above.

EIectric Distribution Company or "EDC" - the applicable of the four New Jersey Electric
Distribution Companies.

Emergency - (i) an abnormal system condition requiring manual or automatic action to
maintain system frequency, or to prevent loss of firm load, equipment damage, or
tripping of system elements that could adversely affect the reliability of an electric
system or the safety of persons or property; or (ii) a fuel shortage requiring depamn-e
from normal operating procedures; or (iii) a condition that requires implementation of
Emergency Operations Procedures as defined in the PJM OATT or PJM manuals; or (iv)
any other condition or situation that the Company or PJM deems imminently likely to
endanger life or property or to affect or impair the Company’s electrical system or the
electrical system(s) of other(s) to which the Company’s electrical system is directly or
indirectly connected (a "Connected Entity"). Such a condition or situation may include,
but shall not be limited to, potential overloading of the Company’s transmission and!or
distribution circuits, PJM minimum generation ("light load") conditions, or unusual
operating conditions on either the Company’s or a Connected Entity’s electrical system,
or conditions such that the Company is unable to accept Energy from the BGS-RSCP
Supplier without jeopardizing the Company’s electrical system or a Connected Entity’s
electrical system.

Energy - three-phase, 60-cycle altemating cun-ent electric energy, expressed in units of
kilowatt-hours or megawatt-hours.

Energy Portfolio Standards - (i) those standards imposed by the BPU pursuant to
N.J.S.A. 48:3-87(d) requiring that specified levels of etectric power sold for the provision
of Basic Generation Service shall be produced from renewable energy resources as set
forth in the Renewable Energy Portfolio Standards, N.J.A.C. 14:8-2 et seq., as modified
or superseded, or in such other regulations of the BPU as may be adopted or amended
from time to time, and (ii) any standards imposed trader any federal, state or local
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legislation or by any federal, interstate, state or locat court, tribunal or governmental
agency or authority or regulatory body that have the effect of requiring that specified
levels of electric power sold for the provision of Basic Generation Service shall be
produced from, or be otherwise attribmable to, renewable energy resources or shall be
produced from, or be otherwise attributable to, resources emitting only specified amounts
of carbon or other substaaaces, as the same may be adopted or amended from time to time.

Event of Default - a breach of obligations under this Agreement as set forth in Section
5.1 of this Agreement.

FERC - the Federal Energy Regulatory Commission.

Final FERC Order - a final order issued by FERC in connection with a request for an
increase or decrease in the rates for Firm Transmission Service, or, if FERC has issued an
order authorizing Company’s recovery of transmission costs through formula rates, the
acceptance by operation of law or otherwise of the Company’s rate tariff filing seeking an
increase or decrease for Firm Transmission Service, which is no longer subject (either
actually or potentially) to rehearing or judicial review in which the amount of the increase
or decrease is in dispute or in question and is not the subject of proceedings at FERC on
remand from any court in which the amount of the specific increase or decrease in the
Finn Transmission Service rate is in dispute or in question.

Final Monthly Energy Allocation or "FMEA" - is a quantity in kWh which, for any
Billing Month, is the PMEA adjusted for any billing or metering data received
subsequent to the calculation of PMEA of which PJM is notified within 60 days.

Finn Transmission Service - shall mean "Network Integration Transmission Service"
under the PJM OATF in effect as of the Effective Date of this Agreement, or in
successor, superseding or amended versions of the PJM OATT that may take effect from
time to time over the term of this Agreement. tn the event the PJM OATT is modified
such that "Network Integration Transmission Service" is no longer offered, Firm
Transmission Service shall mean the type of transmission service offered under the PJM
OATT that is accorded the highest level of priority for scheduling and curtailment
purposes.

Forward Market Price - the price for On-peak Energy Forwards as determined by
averaging concurrent quotations obtained by all of the EDCs from the same three
independent brokers active in the electric markets as available.

Gains - means, with respect to any Party, an amount equal to the present value of the
economic benefit to it, if any (exclusive of Costs), resuIting from an Early Termination of
this Agreement, determined in a commercially reasonable mamaer.

Guaranty - means a guaranty, hypothecation agreement, margins or security agreement
or any other document (whether in the form attached to this BGS-RSCP Supplier Master
Agreement or other form approved by the Company).



Guarantor - any party who has the authority and may agree to guarantee a BGS-RSCP
Supplier’s financial obligations under this Agreement, recognizing that such a party will
be obligated to meet the Company’s creditworthiness requirements for BGS-RSCP
Suppliers.

Independent Credit Requirement or "ICR" - an amount required as security under
Section 6.3 of this Agreement, to reflect the risk of Energy and Capacity price
movements between the Early Termination Date caused by an Event of Default by a
BGS-RSCP Supplier and the date the final calculation of Damages owing to the
Company under Section 5.2 of this Agreement is made.

Interest Index - the average Federal Funds Effective Rate for the period of time the ftmds
are on deposit. The Federal Funds Effective Rate is published daily on the Federal
Reserve website @ttp://www.federalreserve.gov/releases/hl 5/update/).

Kilowatt or "kW" -unit of measurement of useful power equivalent to 1000 watts.

Kilowatt-hour or "kWh" - one kilowatt of electric power used over a period of one hour.

Load Serving Entity or "LSE" - an entity that has been granted the authority or has an
obligation pt~suant to state or local taw, regulation or franchise to sell electricity to retail
customers located within the PJM Control Area as that term is defined in the PJM RAA
or in successor, superseding or amended versions of the PJM RAA that may take effect
from time to time over the term of this Agreement.

Losses - means, with respect to any Party, an amount equal to the present value of the
economic toss to it, if any (exclusive of Costs), resulting from an Early Termination of
this Agreement, determined in a commercially reasonable manner.

Margin - the amount by which the Total Exposure Amount exceeds a BGS-RSCP
Supplier’s, or Guarantor’s, credit limit as defined in Section 6.6.

Mark-to-Market Exposure Amount - an amount calculated daily for each BGS-RSCP
Supplier reflecting the total MtM credit exposure to the Company due to fluctuations in
market prices for Energy minus amounts due pursuant to this Agreement to such BGS-
RSCP Supplier for the delivery of BGS-RSCP Supply. The total MtM credit exposure
will be equal to 1.1 times the sum of the MtM credit exposures for each Billing Month as
set forth in Section 6.5 of this Agreement. The methodology for calculation of the MtM
credit exposure is illustrated in Appendix B.

Maximmr~ Credit Limit - the lesser of the applicable % of TNW and the applicable credit
limit cap as specified in Section 6.6 of this Agreement.

Megawatt or MW - one thousand kilowatts.

Megawatt-hour or MWh - one megawatt of electric power used over a period of one
hour.
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Merger Event - when a Party consolidates or amalgamates with, or merges into or with,
or transfers all or substantially all of its assets to another entity and either (i) the resulting
entity fails to asstm~e all of the obligations of such Party hereunder or (ii) the benefits of
any credit support provided pursuant to Article 6 of this Agreement fail to extend to the
performance by such resulting, surviving or transferee entity of the Party’s obligations
hereunder, and the resulting entity or its guarantor fails to meet the creditworthiness
requirements of this Agreement. Transfer of all or substantially all of the Company’s
generation assets does not qualify as a Merger Event.

Meter Reading - the process whereby the Company takes notice of the information
presented on a Customer’s meter. A Meter Reading may be obtained manually, tbxough
telemetry, or by estimation, in accordance with the Company’s established procedures
and practices.

Minimum Rating - a minimum senior unsecured debt rating as defined in Section
6.4(a)(i) of this Agreement.

NERC - the North American Electric Reliability Corporation or its successor.

On-peak Energy Forward - a standardized energy trading product representing the
delivery of electric power in PJM, at the Western Hub, over a period from 7:00 a.m. up to
the hour ending at 11:00 p.m. Monday through Friday, excluding NERC holidays. In the
event that the PJM Western Hub price is no longer available or no longer representative
of a transparent trading hub, the Parties will negotiate in good faith to agree upon an
alternate liquid price.

PJM - the Pennsylvania-New Jersey-Maryland Interconnection L.L.C. or its successor.

PJM Agreements - shall have the meaning ascribed in Section 2.3 of this Agreement.

PJM Control Area - that certain Control Area encompassing systems in Pennsylvania,
New Jersey, Maryland, Delaware, Virginia and the District of Columbia, as may be
modified from time to time, and which is recognized by the North American Electric
Reliability Council as the "PJM Control Area".

PJM OA - the PJM Operating Agreement or its successor.

PJM OATI’ - the prevailing PJM Open Access Transmission Tariff on file with the
FERC, which sets forth the rates, terms and conditions of transmission service over
transmission facilities located in the PJM Control Area, as is in effect on the Effective
Date and as modified from time to time.

PJM OI - the PJM Office of Interconnection, the system operator for the PJM Control
Area.

PJM RAA - the PJM Reliability Assurance Agreement or its successor.
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Preliminary Monthly Energy Allocation or "PMEA" - is a quantity in kWh which, for
any Billing Month, is the preliminary calculation of the BGS-RSCP Load associated with
the BGS-RSCP Supplier’s BGS-RSCP Supplier Responsibility Share.

PMEA/FMEA Adjustment Amount - for any BilIing Month, the monetary amount due to
the BOS-RSCP Supplier or the Company, as the ease may be, in order to reconcile any
difference between the PMEA used for the purpose of calculating estimated payments
made to the BGS-RSCP Supplier for a given month and the FMEA used for calculating
the final payments due to the BGS-RSCP Supplier for such month as more fully
described in Article 9 hereof.

RFC - the Reliability First Corporation of NERC or its successor.

Seasonal Billing Factor - a numerical factor set forth in Appendix B hereto, one amount
applicable during the summer months of June through September, and one amount
applicable during the non-summer months of October through May, applied to the
Auction Price in accordance with the provisions of Article 9 of this Agreement and
thereby used to shape the Company’s payments to BGS-RSCP Suppliers.

Service Territory - the geographic areas of the State of New Jersey in which the
Company serves electric Customers.

Settlement Amount - with respect to a Non-Defaulting Party, the net amount of the
Losses or Gains, and Costs, expressed in U.S. Dollars, which such party incurs as a result
of Early Termination, as set forth in Section 5.4(a) of this Agreement. For the purposes
of calculating the Termination Payment, the Settlement Amount shall be considered an
amount due to the Non-Defaulting Party under this Agreement if the total of the Losses
and Costs exceeds the Gains and shall be considered an amount due to the Defaulting
Party under this Agreement if the Gains exceed the total of the Losses and Costs.

Statement - a monthly report prepared by the Company for the BGS-RSCP Supplier
indicating the amount due to the BGS-RSCP Supplier by the Company in compensation
for kWhs supplied to BGS-RSCP Customers by the BGS-RSCP Supplier during the
current Billing Month, in accordance with the BGS-RSCP Supplier’s obligations under
this Agreement.

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

Tangible Net Worth or "TNW" - total assets less intangible assets and total liabilities.
Intangible assets include benefits such as goodwilI, patents, copyrights and trademarks.

Termination Payment - shall have the meaning ascribed in Section 5.4 of this Agreement.

Third Party Supplier or "TPS" - a person or entity that is duly licensed by the Board to
offer and to assume the contractual and Iegal responsibility to provide electric generation
service to retail customers located in the state of New Jersey pursuant to retail open
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access programs approved by the Board.

Total Exposure Amount - an amount calculated daily for each BGS-RSCP Supplier
reflecting the total credit exposure to the Company and consisting of the sum of (i) the
Mark-to-Market Exposure Amount arising under this Agreement; (ii) any amount(s)
designated as the "Mark-to-Market Exposure Amount" arising under any other BGS
Supply agreements providing for "BGS-RSCP 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" or similar BGS service; provided that in the event the
amount calculated for any day is a negative number, it shall be deemed to be zero for
such day.

Tranche - a fixed percentage share of the BGS-RSCP Load of the Company as
determined for the purposes of the auction of the Company’s BGS-RSCP Load. The
fixed percentage is the Tranche size for the Company.

Wholesale Customer - an entity e , a municipality or borough) authorized to take
electric service for resale to retail customers under a wholesale contract filed with the
FERC.

ARTICLE 2:

2.1

Each

GENERAL TERMS AND CONDITIONS

Capacity In Which Company Is Entering Into This Agreement

BGS-RSCP Supplier agrees and acknowledges that the Company is

contracting for the provision of BGS-RSCP Supply from such BGS-RSCP Supplier as the

agent for Customers receiving Basic Generation Service - Residential Small Commercial

Pricing on the Company’s distribution system pursuant to the authorizations provided to

the Company under the __ Order. The BGS-RSCP Supplier further agrees and

acknowledges that the Company will administer and monitor the BGS-RSCP Supplier’s

performance in providing BGS-RSCP Supply under this Agreement and that the

Company shall be entitled, on behalf of Customers, to enforce BGS-RSCP Suppliers’

obligations related to the provision of BGS-RSCP Supply. The BGS-RSCP Supplier

hereby permanently and irrevocably waives any claim that Company is not entitled to

seek enforcement of this Agreement on behalf of Customers. However, no Customer or
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group of Customers may seek enforcement of this Agreement directly against the BGS-

RSCP SuppIier on their own behalf, including independently or by joining in any legal

action by the Company. This Agreement does not create, assign or grant to any

Customer or group of Customers any rights in or claims to damages or remedies against

the BGS-RSCP Supplier independent of or different from the rights expressly granted to

the Company hereunder as agent for Customers.

The Company is also contracting on its own behalf and not as agent for

Customers insofar as this Agreement requires the Company: (i) to pay the BGS-RSCP

Suppliers as required under this Agreement; and (ii) to provide data or to otherwise

cooperate with a BGS-RSCP Supplier in connection with such BGS-RSCP Supplier’s

provision of BGS-RSCP Supply. The Parties acknowledge that the Agreement is a

forward contract and, accordingly, the Parties hereto are entitled to the protections of

section 556 of the Bankruptcy Code. The Parties therefore agree that the Agreement may

be terminated by either Party upon the commencement of a proceeding by the other Party

under any chapter of the Bankruptcy Code in accordance with Section 5.2 of this

Agreement.

2.2 Parties’ Obligations

(a) Obligations of BGS-RSCP Supplier

Each BGS-RSCP Supplier hereby agrees severally, but not jointly, as follows:

(i)    to provide sufficient quantities of BGS-RSCP SuppIy on an

instantaneous basis at all times to meet the BGS-RSCP Supplier Responsibility Share;

without limitation, the BGS-RSCP Supplier shall be obligated to procure those services

provided by the PJM OI and to perform such functions as may be required by the PJM OI

that are necessary for the delivery of BGS-RSCP Supply required hereunder;
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(ii) to cooperate with the Company in any regulatory compliance

efforts that may be required to maintain the ongoing legitimacy and enforceability of the

terms of this Agreement and to fulfill any regulatory reporting requirement associated

with the provision of BGS-RSCP Su_pply, before the BPU, FERC or any other regulatory

body asserting jt~sdiction, including meeting the reporting requirements of any Energy

Portfolio Standards and the BPU’s Environmental Information Disclosure Standards,

N.J.A.C. 14:8.3 et seq;

(ifi) to become the Load Serving Entity with respect to the provision of

BGS-RSCP Supply for the BGS-RSCP Supplier Responsibility Share and to comply with

alt requirements of a Load Serving Entity with respect to such BGS-RSCP Supplier

Responsibility Share;

(iv) to pay to the Company the PMEA/FMEA Adjustment Amount for

any Billing Month in which the PMEA exceeds the FMEA, as more fully described in

Article 9 of this Agreement;

(v) to pay to the Company a charge of $ per Tranche,

which amount was announced prior to the auction for each Tranche comprising the BGS-

RSCP Supplier’s BGS-RSCP Supplier Responsibility Share, in order to reimbt~se the

Company for the total costs of the BGS-RSCP auction and related costs associated with

providing BGS-RSCP administration;

(vi) to satisfy the Energy Portfolio Standards with respect to its BGS-

RSCP Supplier Responsibility Share; and

(vii) to comply in a timely manner with alt obligations under this

Agreement imposed upon a BGS-RSCP Supplier.

(b) Obligations of the Company
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The Company hereby agrees as follows:

(i)    to pay to each BGS-RSCP Supplier every month an amount equal

to the Auction Price multiplied by the Seasonal Billing Factor multiplied by the PMEA,

as detailed in Article 9 of this Agreement and subject to the exceptions set forth therein;

(ii) to pay to each BGS-RSCP Supplier the PMEA/FMEA Adjustment

Amount for any Billing Month in which the FMEA exceeds the PMEA, as more fully

described in Article 9 of this Agreement;

(iii) to provide to each BGS-RSCP Supplier its estimated aggregate

load obligation for each Supply Day twenty (20) days prior to the Supply Day, and its

final estimated load obligation for each Supply Day five (5) days prior to the Supply Day;

(iv) to the extent that (a) the Company purchases Energy during the

term of this Agreement from renewable energy resources that meet the eligibility

requirements for satisfying the Energy Portfolio Standards; (b) the renewable energy

attributes transfer to the Company under the terms of the Energy purchase arrangements;

and (c) the Company is not utilizing the renewable energy at~butes associated with such

purchases to meet obligations as a Load Serving Entity within PJM, the Company shall

apply such renewable energy attributes to help satisfy the BGS-RSCP Supptier’s Energy

Portfolio Standards obligations under Section 2.2(a)(vi) of this Agreement to the extent

that the Applicable Legal Authorities expressly allow or authorize the Company to do so;

(v) to pay to each BGS-RSCP Supplier, as approved by the BPU, a

percentage share equal to the BGS-RSCP Supplier Responsibility Share of such BGS-

RSCP Supplier of all amounts received from a TPS as damages, penalties or forfeited

security due to the failure of such TPS to provide adequate notice in conformance with

applicable BPU requirements that a Customer previously served by the TPS is switching
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to BGS-RSCP or forfeited as a result of an event of default by a TPS under the

Company’s Third Party Supplier Agreement; provided that the amounts paid to BGS-

RSCP Suppliers shall be net of any amounts retained by the Company to offset costs or

losses of the Company associated with the failure of the TPS to provide adequate notice

or the occurrence of an event of default under the Company’s Third Party Supplier

Agreement; and f~her provided, that the Company shall have no obligation to seek the

recovery of any damages, penalties or forfeited security due from a TPS through

collection efforts, judicial procedt~es or otherwise; and

(vi) to comply in a timely manner with all obligations under this

Agreement imposed upon the Company.

(c)    Obligation of the BGS-RSCP Customers

The Company hereby agrees on behalf of the BGS-RSCP Customers to accept the

delivery of BGS-RSCP Supply necessary to meet the BGS-RSCP Load.

2.3 PJM Services

Each BGS-RSCP SuppIier shall make all necessary arrangements for the delivery

of BGS-RSCP Supply through the PJM OI. The Company will advise the PJM OI of the

magnitude and location of each BGS-RSCP Supplier’s actual BGS-RSCP Supplier

Responsibility Share, as required by the PJM OI, for the purpose of calculating such

BGS-RSCP Supplier’s appropriate Firm Transmission Service obligation, Capacity

obligation, Energy obligation, or other requirements related to the provision of service

under this Agreement by BGS-RSCP Suppliers arising under the PJM OATT, PJM RAA,

PJM OA and any other applicable PJM agreement (collectively, the "PJM Agreements").

Each BGS-RSCP Supplier shall remain responsible to PJM for the performance of its

LSE obligations associated with the provision of BGS-RSCP Supply trader this
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Agreement until the effective date of the transfer of such LSE obligations.

2.4 Communications and Data Exchange

Each BGS-RSCP Supplier and the Company shall supply to each other all data,

materials or other information that is specified in this Agreement, or that may otherwise

reasonably be required by BGS-RSCP Suppliers or by the Company in connection with

the provision of BGS-RSCP SuppIy by the BGS-RSCP Supplier to BGS-RSCP

Customers, if required, in a thorough and timely manner.

Electronic information exchange between each BGS-RSCP Supplier and the

Company under this Agreement shall employ a BGS-RSCP Supplier identification

number, assigned by the Company, which shall be consistent with the BGS-RSCP

Supplier’s Durra & Bradstreet Business number. Each BGS-RSCP Supplier must be

equipped with the communications capabilities necessary to comply with the

communications and data exchange standards that are set by and as may, from time to

time, be modified by PJM, and must bear the costs of putting in place and successfully

testing all required information technology systems that will enable it to send to and

receive data from the Company and PJM and to satisfy its obligations under this

Agreement, the PJM Agreements and all other relevant agreements.

2.5 Record Retention

The Company shall retain, for a period of two (2) years following the expiration

of the term of this Agreement, necessary records so as to permit BGS-RSCP Suppliers to

confirm the validity of payments due to BGS-RSCP Suppliers hereunder; provided that if

a BGS-RSCP SuppIier has provided notice within two (2) years of the expiration of the

term of this Agreement that it disputes the validity of any payments, the Company agrees

that it shall retain all records related to such dispute until the dispute is finally resolved.
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2.6 Verification

In the evem of a good faith dispute regarding any invoice issued or payment due

under this Agreement, and provided that a mutualIy acceptable confidentiality agreement

is executed by the Parties, each Party wii1 have the right to verify, at its sole expense, the

accuracy of the invoice or the caIculation of the payment due by obtaining copies of

relevant portions of the books and records of the other Party. The right of verification

will survive the termination of this Agreement for a period of two (2) years after

termination.

ARTICLE 3: REPRESENTATIONS AND WARRANTIES

3.1 BGS-RSCP Supplier’s Representations and Warranties

Each BGS-RSCP Supplier hereby represents, warrants and covenants to the

Company as follows:

a) such BGS-RSCP Supplier is a corporation, partnership, limited liability

company or other legal entity, as set forth in Appendix A hereto, duly organized, validly

existing and in good standing under the laws of the State of New Jersey or, if another

jurisdiction, under the laws of such jurisdiction and, in such case, is duly registered and

authorized to do business and is in good standing in the State of New Jersey;

b)    such BGS-RSCP Supplier has all requisite power and authority to execute

and deliver this Agreement and to carry on the business to be conducted by it under this

Agreement and to enter ir~to and perform its obligations hereunder, including satisfaction

of all applicable FERC requirements;

c)    the execution and delivery of this Agreement and the performance of such

BGS-RSCP Supptier’s obligations hereunder have been duly authorized by all necessary
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action on the part of the BGS-RSCP Supplier and do not and will not conflict with, or

constitute a breach of or default under, any of the terms, conditions, or provisions of the

Supplier’s certificate of incorporation or bylaws or other constituent

instruments or any indenture, other evidence of indebtedness, or other

agreement or instrument or any statute or rule, regulation, order, judgment, or decree of

any judicial or administrative body to which the BGS-RSCP Supplier is a party or by

which the BGS-RSCP Supplier or any of its properties is bound or subject;

d)    atI necessary and appropriate action that is required on the BGS-RSCP

Supplier’s part to execute this Agreement has been completed;

e)    this Agreement is the legal, valid and binding obIigation of such BGS-

RSCP Supplier, enforceable in accordance with its terms;

f) there are no actions at law, suits in equity, proceedings or claims pending

or, to such BGS-RSCP Supplier’s knowledge, threatened against the BGS-RSCP Supplier

before any federal, state, foreign or local court, tribunal or governmental agency or

authority that might materially delay, prevent or hinder the BGS-RSCP Supplier’s

performance of its obligations hereunder;

g)    it has entered into this Agreement with a full understanding of the material

terms and risks of the same, and it is capable of assuming those risks;

h)    the BGS-RSCP Supplier is in good standing as, an LSE in PJM, is a

signatory to all applicable PJM Agreements, and is in compliance with, and will continue

to comply with, all obligations, rules and regulations, as established and interpreted by

the PJM OI, that are appIicable to LSEs as defined by the PJM Agreements; provided that

the BGS-RSCP Supplier shall not be obligated to become an LSE in PJM until the date it

begins providing BGS-RSCP Supply to Customers;
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i) it has made its trading and investment decisions (including regarding the

suitability thereof) based upon its own judgment and any advice from such advisors as it

has deemed necessary and not in reliance upon any view expressed by the Company; and

j) the BGS-RSCP Supplier will comply with any and all information and

data transfer protocols that may be adopted by the Company or that are set by, and from

time to time modified by, the Board; provided that each BGS-RSCP Supplier shall be

entitled to exercise its reserved right to challenge any such protocols in the appropriate

forum.

3.2 Company’s Representations and Warranties

The Company hereby represents, warrants and covenants to the BGS-RSCP

Suppliers as follows:

a)    the Company is an electric utility corporation duly organized, validly

existing and in good standing under the laws of the State of New Jersey;

b)    the Company has aI1 requisite power and authority to carry on the business

to be conducted by it under this Agreement and to enter into and perform its obIigations

hereunder;

c)    the execution and delivery of this Agreement and the perfon~ance of the

Company’s obligations hereunder have been duly authorized by all necessary action on

the part of the Company and do not and will not conflict with, constitute a breach of or

default under, any of t~e terms, conditions, or provisions of the Company’s certificate of

incorporation or bylaws or any indenture, mortgage, other evidence of indebtedness, or

other agreement or instrument or any statute or rute, regulation, order, judgment, or

decree of any judicial or administrative body to which the Company is a party or by

which the Company or any of its properties is bound or subject;
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d)    all necessary and appropriate action that is required on the Company’s part

to execute this Agreement has been completed;

e) this Agreement is the legal, valid and binding obIigation of the Company,

enforceable in accordance with its terms;

f) the ability of the Company to pay any and all a_mounts due and payable

under this Agreement, or upon any potential breach thereof, is not conditioned upon any

governmental or administrative appropriation by the Board, the State of New Jersey or

any other governmental authority;

g)    there are no actions at Iaw, suits in equity, proceedings or ctaims pending

or, to the Company’s knowledge, t~eatened against the Company before any federal,

state, foreign or local court, tribunal or governmental agency or authority that might

materialIy delay, prevent or hinder the Company’s performance of its obligations under

this Agreement;

h)    it has entered into this Agreement with a full understanding of the material

terms and risks of the same, and it is capabie of assuming those risks;

i) with respect to those rights and entitlements conferred on Customers under

this Agreement as set forth in Section 2.1 of this Agreement, the Board has conferred on

the Company all requisite power and authority to execute this Agreement on behalf of

such Customers;

j) the Company’s performance under this Agreement is not contingent upon

the perfon-~ance of Customers or the ability of Customers to pay rates;

k)    the Company shall have full responsibility for metering, billing and

delivery with respect to Customers and BGS-RSCP Suppliers shall have no responsibility

with respect thereto; and
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1) the Company shall be responsible for distribution services and the BGS-

RSCP Supplier shatl not be responsible for distribution charges.

3.3 Survival of Obligations

All representations and warranties contained in this Article are of a continuing

nature and shall be maintained during the term of this Agreement. If a Party learns that

any of the representations, warranties or covenants in this Agreement are no longer true

dtwing the term of this Agreement, the Party shall immediately notify the other Party via

facsLrnile, with a hard copy of the notice delivered by overnight mail.

ARTICLE 4: COM~MENCEMENT AND TERMINATION OF AGREEMENT

4.1 Commencement and Termination

The term of this Agreement shall commence upon the Effective Date; provided

that the provision of BGS-RSCP Supply by BGS-RSCP SuppIiers to BGS-RSCP

Customers on the Company’s system shall commence at 00:01 a.m. on June I, 2019 and

shall end at midnight on May 31, 2022, unless this Agreement is terminated earlier in

accordance with the provisions hereof.

4.2 Termination of Right to Supply BGS-RSCP

Each BGS-RSCP Supplier agrees that termination of this Agreement for reason of

an Event of Default shall terminate any right of such BGS-RSCP Supplier to provide

BGS-RSCP Supply to the BGS-RSCP Customers and nullify any of the entitlements to

which such BGS-RSCP Supplier became entitled as a resuIt of being selected as a

winning bidder in the competitive soIicitation for BGS-RSCP Supply.
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4.3 Survival of Obligations

Termination of this Agreement for any reason shall not relieve the Company or

any BGS-RSCP SuppIier of any obligation accrued or accruing prior to such termination.

Applicable provisions of this Agreement shali continue in effect after termination to the

extent necessary to provide for final bilIings and adjustments including, without

limitation, any obligation to pay amounts tracked and retained by the Company during

the term of this Agreement for the benefit of the BGS-RSCP Suppliers under Section

15.9 of this Agreement.

4.4 Mutual Termination

The Company and the BGS-RSCP Supplier may agree at any time during the term

of this Agreement to terminate their respective rights and obligations hereunder on such

terms and under such conditions that they mutually deem to be appropriate as set forth in

a mutual termination agreement acceptable in fonr~ and substance to the Company and

the BGS-RSCP Supplier ("Mutual Termination Agreement"); provided that Company

agrees that it shall enter into such a Mutual Termination Agreement, which will discharge

the terminating BGS-RSCP Supplier (the "Terminating BGS-RSCP Supplier") with

respect to liabilities arising after the effective date of the Mutual Termination Agreement

if the following conditions precedent are met: (i) the Terminating BGS-RSCP Supplier

identifies a replacement supplier willing to assume all obligations of the Terminating

BGS-RSCP Supplier heretmder for the remaining term of this Agreement (the

"Replacement BGS Supplier"); (ii) the Replacement BGS Supplier demonstrates its

compliance with Article 6 of this Agreement, "Creditworthiness", as oft he effective date

of the Mutual Termination Agreement; (iii) the Replacement BGS Supplier executes a

counterpart signature page to this Agreement and thereby becomes a Party under this
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Agreement, effective immediately following the effective date of the Mutual Termination

Agreement; and (iv) the Tenr~inating BGS Supplier is not, to the belief or knowledge of

the Company, subject to an Event of Default as of the effective date of the Mutual

Termination Agreement or, if the Company believes that the Terminating BGS Supplier

may be subject to an Event of Default, either (a) the Company has determined that, as of

the effective date of the Mutual Termination Agreement, it has not incurred any Damages

as a result of the Event of Default or (b) if the Company has determined, as of the

effective date of the MutuaI Termination Agreement, that it may have incurred Damages

as a result of the Event of Default, that the Replacement BGS Supplier has agreed in

writing to be responsible for the payment of such Damages or to otherwise cure the Event

of Default, in either ease to the satisfaction of the Company.

ARTICLE 5: BREACH AND DEFAULT

5.1 Events of Default

An Event of Default under this Agreement shall occur if a Party (the "Defaulting

Party"):

(i)

(ii)

(iii)

is the subject of a voluntary ban!mtptcy, insolvency or similar proceeding;

makes an assignment for the benefit of its creditors;

applies for, seeks consent to, or acquiesces in the appointment of a

receiver, custodian, trustee, liquidator .or similar official to manage all or a substantial

portion of its assets;

(iv) is dissolved (other than pursuant to a consolidation, amalgamation or

merger) or is the subject of a Merger Event;

(v) has a secured party take possession of all or substantially all of its assets or
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has a distress, execution, attachment, sequestration or other legal process levied, enforced

or sued on or against all or substantially all of its assets;

(vi) has a resolution passed for its winding-up, official management or

liquidation (other than pursuant to a consolidation, amalgamation or merger);

(vii) in the case of a BGS-RSCP Supplier, PJM terminates the BGS-RSCP

Supplier’s ability to make purchases from PJM markets or PJM holds the Company

responsible for the provision of Energy, Capacity, Firm Transmission Service or

Ancillary Services to meet the BGS-RSCP Supplier’s BGS-RSCP Supplier

Responsibility Share under this Agreement;

(viii) fails to comply with the creditworthiness requirements as set forth in

Article 6 of this Agreement, including, without limitation, compliance with the

creditworthiness requirements to cover the Margin calculated under Section 6.7 or post

any Margin due under Section 6.7 of this Agreement, within the time frames set forth in

this Agreement;

(ix) in the case of the Company, fails to implement any meast~es that it is

directed to implement by the Board pursuant to the creditworthiness review procedure

adopted by the Board in its Order dated December 4, 2002 (Docket No. EX01110754);

(x) fails to pay the other Party when payment is due;

(xi) violates any federal, state or local code, regulation or statute applicable to

the supply of Energy in a manner that materially, and adversely, affects the Party’s

performance under this Agreement, including by way of failure to continually satisfy all

applicable FERC requirements, or, in the case of a BGS-RSCP Supplier, by way of

failure to maintain any other governmental approvals required for participation in the

New Jersey retail Energy market as a BGS-RSCP Supplier, default on any obligation or
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other faitt~e to comply with PJM requirements under the PJM Agreements or fails to

comply with the Energy Portfolio Standards with respect to the BGS Supplier’s BGS-

RSCP Supplier Responsibility Share;

(xii) is the subject of an involuntary bank~ptcy or similar proceeding;

(xiii) subject to Section 5.3 (b) of this Agreement, in the case of the Company

acting on behalf of the BGS-RSCP Customers, fails to accept BGS-RSCP Supply

properly tendered by the BGS-RSCP Supplier under this Agreement;

(xiv) fails to satisfy any other material obligation under this Agreement not

listed above;

(xv) makes a materially incorrect or misleading representation or warranty

under this Agreement; or

(xvi) commits an act or makes an omission that constitutes an "Event of

Default" under any other agreement(s) for the provision of BGS Supply between the

Company and the BGS-RSCP Supplier;

and fails to remedy such condition, event or delinquency herein above described such that

the other Party (the "Non-Defaulting Party") is completely made whole with respect to

such condition, event or delinquency, within three (3) Business Days of receipt of written

notice thereof from such Non-Defaulting Party; provided, however, that an Event of

Default shall be deemed to have occurred immediately, without any need for the

provision of notice thereof by the Non-Defaulting Party and without any right of cure on

the part of the Defaulting Party, in the event of the occurrence of a condition, event or

delinquency described in subsections "i", "ii", ’°iii", "iv", "v", "vi", "vii" or "viii" above.

5.2 Rights Upon Default

Upon and dt~ng the continuation of an Event of Default, the Non-Defaulting
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Party shall be entitled to:

(i)    pursue any and all available legal and equitable remedies;

(ii) declare an Early Termination Date of this Agreement with respect to the

obligations of the Defaulting Party without any liability or responsibility whatsoever

except for obligations arising prior to the date of termination, by providing written notice

to the Defaulting Party; provided, however, that this Agreement shall ilnmediately

terminate automatically and without notice in the case of any Event of Default in which a

Supptier is the Defaulting Party occurring under subsections (i), (ii), (iii), (iv), (v), (vi),

(vii) or (viii) of Section 5.1 of this Agreement and such date of automatic termination

shall be deemed the Early Termination Date of this Agreement with respect to such

Supplier; and

(iii) receive Damages in accordance with Section 5.3 of this Agreement.

The Non-Defaulting Party shall be entitled to elect or pursue one or more of the above

remedies.

5.3 Damages Resulting From an Event of Default

(a) BGS-RSCP Supplier’s Failure to Supply BGS-RSCP Supply or

Dec.l..a..r..ation of Early Termination By Company: Damages resulting from (i) a BGS-

RSCP Supplier’s failure to (A) provide BGS-RSCP Supply in conformance with Section

2.2 hereof or (B) pay PJM for purchases of any products or services from PJM, or other

failure to comply with PJM requirements, such that PJM holds the Company responsible

for the provision of Energy, Capacity, Firm Transmission Service or Ancillary Services

to meet such BGS-RSCP Supplier’s BGS-RSCP Supplier Responsibility Share under this

Agreement or (ii) the occurrence of any Event of Default attributable to a BGS-RSCP

Supplier resulting in Early Termination, shall include all Costs incurred by the Company,
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acting in a commercially reasonable manner consistent with any statutory or regulatory

requirements imposed by the Applicable Legal Authorities, in obtaining replacement

services or in obtaining a replacement supplier, which Costs exceed the amounts that

would have been payable to the defaulting BGS-RSCP Supplier under this Agreement.

Costs incurred by the Company for the purpose of calculating Damages hereunder will

consist of:

(i)    the cost of Energy (including all charges for losses and

congestion), Firm Transmission Service, Capacity, Ancillary Services or other elements

of BGS-RSCP Supply allocated to the Company by the PJM OI due to the failure of a

BGS-RSCP Supplier to meet obligations owing to the PJM OI in connection with its

obligations under this Agreement;

(ii) the cost of Energy (including all charges for losses and

congestion), Firm Transmission Service, Capacity, Ancillary Services or other elements

of BGS-RSCP Supply purchased by the Company to replace BGS-RSCP Supply that a

BGS-RSCP Supplier was obligated to supply under this Agreement during the term

hereof;

(iii) administrative and legal costs associated with procuring

replacement BGS-RSCP Supply; and

(iv) financial hedging costs incurred by the Company on behalf of

BGS-RSCP Customers as a result of having to procure BGS-RSCP Supply not provided

by a BGS-RSCP Supplier.

Without limitation of the foregoing, Damages calculated hereunder shall

constitute the ultimate liability of a BGS-RSCP Supplier in the event of an Early

Termination caused by an Event of Default attributable to such BGS-RSCP Supplier
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regardless of the reason or basis for such Early Termination. The Parties recognize,

however, that the final calculation of Damages hereunder may not be known for some

time since the level of such Damages may be dependent upon the arrangements made by

the Company to obtain replacement services or a replacement supplier. The Company

and each BGS-RSCP Supplier agree that, until the calculation of Damages under this

provision is completed, the amount and payment to the Company of the Settlement

Amount on behalf of BGS-RSCP Customers in the event of an Early Termination as set

forth in Section 5.4 of this Agreement shall be immediately due and owing as an estimate

of all Damages ultimately determined to be due and owing. After Damages have been

finally determined under this Section 5.3, the amounts of Damages due and owing will be

reconciled with payments already made by the BGS-RSCP Supplier under Section 5.4 of

this Agreement.

(b) Failure By Company on Behalf of Customers To Accept BGS-RSCP

Suaalv Tendered B_v BGS-RSCP Sulaolier: Damages resulting from the failure of the

Company on behalf of Customers to accept BGS-RSCP Supply tendered by the BGS-

RSCP Supplier necessary to meet the BGS-RSCP Supplier Responsibility Share of BGS-

RSCP Load under this Agreement shall consist of the positive difference (if any) between

the amounts that would have been payable to the BGS-RSCP Supplier hereunder had the

Company accepted the BGS-RSCP Supply tendered by the BGS-RSCP Supplier

necessary to meet the BGS-RSCP Supplier Responsibility Share of BGS-RSCP Load

under this Agreement minus the amount realized by the BGS-RSCP Supplier in

disposing, in a commercially reasonable manner, of the BGS-RSCP Supply not accepted

by the Company; provided, however, that the Company shaII not be required to accept on

behalf of any Customer, quantities of unbundled Energy, Ancillary Services or other
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component of BGS-RSCP Supply utilized by Customers on an instantaneous basis as a

function of electrical load, in excess of such Customer’s instantaneous consumption of

such component of BGS-RSCP Supply.

(c) Damages Resulting From Early Termination Due To An Event of

Default Attributable To the Company: Damages resulting from Early Termination due

to an Event of Default attribmable to the Company shall be as set forth in Section 5.4 of

this Agreement. Damages calcuIated in accordance with said Section 5.4 shall be the

exclusive remedy available to the BGS-RSCP Supplier in the event of Early Termination

resulting from an Event of DefauIt attributable to the Company.

(d) Other Damagg~: Damages for Events of Default not specified above

shall consist of the direct Damages incurred by the Non-Defaulting Party.

5.4 Declaration of an Early Termination Date and Calculation of
Settlement Amount and Termination Payment

(a)    Settlement Amount. If an Event of Default with respect to a Defaulting

Party shall have occurred and be continuing, the Non-Defaulting Party (in the case of an

Event of Default by the Company, each BGS-RSCP Supplier shall be considered a "Non-

Defaulting Party") Shall have the right (i) to designate a day, no earlier than the day such

notice is effective and no later than twenty (20) days after such notice is effective, as a

date for Early Termination ("Earty Termination Date") to accelerate all amounts owing

between the Parties and to liquidate and terminate the undertakings set forth in this

Agreement, (ii) to withhold any payments due to the Defaulting Party under this

Agreement, and (iii) to suspend performance; provided however, that an Early

Termination Date shall be deemed to occur automatically and concurrently with the

Event of Default, without any requirement for the provision of notice by the Non-
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Defaulting Party, with respect to an Event of Default under subsections "i", "ii", "iii",

"iv", "v", "vi", "vii" and "viii" of Section 5.I of this Agreement. The Non-Defaulting

Party shall calculate, in. a commercially reasonable manner, a Settlement Amount with

respect to the obligations under this Agreement. For the proposes of such determination,

the quantity amounts of Energy (including all charges for losses and congestion),

Capacity and other services provided for under this Agreement for the period following

the Early Termination Date through the remainder of the term of this Agreement shall be

deemed to be those quantity amounts that would have been delivered on an hourly basis,

had this Agreement been in effect dt~ing the previous calendar year adjusted for such

BGS-RSCP Load changes as may have occurred since the previous calendar year.

(b) Net Out of Settlement Amounts. The Non-Defaulting Party shall

calculate a Termination Payment by aggregating all Settlement Amounts due under this

Agreement or any other agreement(s) between the Company and the BGS-RSCP Supplier

for the provision of BGS Supply into a single amount: by netting out (a) all Settlement

Amounts that are due or will become due to the Defaulting Party, plus at the option of the

Non-Defaulting Party, any cash or other form of security then available to the Non-

Defaulting Party and actually received, liquidated and retained by the Non-Defaulting

Party, plus any or all other amounts due to the Defaulting Party under this Agreement or

any other agreement(s) between the Company and the BGS-RSCP Supplier for the

provision of BGS Supply against (b) all Settlement Amounts t~at are due or wilt become

due to the Non-Defaulting Party, plus any or all other amounts due to the Non-Defaulting

Party under this Agreement or any other agreement(s) between the Company and the

BGS-RSCP Supplier for the provision of BGS Supply, so that all such amounts shall be

netted out to a single liquidated amount; provided, however, that if the BGS-RSCP
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Supplier is the Defaulting Party and the Termination Payment is due to the BGS-RSCP

SuppIier, the Company shall be entitled to retain a commercially reasonable portion of

the Termination Payment, which may be equal to the entire amount of the Termination

Payment, as security for additional amounts that may be determined to be due and owing

by the BGS-RSCP Supplier as Damages and further provided that any previously

attached security interest of the Company in such retained amounts shall continue. The

Termination Payment shall be due to or due from the Non-Defaulting Party as

appropriate. If the Termination Payment has been retained by the Company as security

for additional amounts that may be determined to be due and owing by the BGS-RSCP

Supplier, and if, upon making a final determination of Damages, the Termination

Payment, or any portion thereof, is to be made to the BGS-RSCP Supplier, the Company

will pay simple interest on the Termination Payment amount being made to the BGS-

RSCP Supplier. Simple interest will be calculated at the lower of the Interest Index or six

(6) percent per annum.

(e) Notice of Termination Payment. As soon as practicable after calculation

of a Termination Payment, notice shall be given by the Non-Defaulting Party to the

DefauIting Party of the amount of the Termination Payment and whether the Termination

Payment is due to or due from the Non-Defaulting Party. The notice shall include a

written statement explaining in reasonable detail the calculation of such amount. Subject

to Section 5.4(b) above, the Termination Payment shall be made by the Party that owes it

within three (3) Business Days after such notice is effective.

(d) Disputes With Res0eet to Termination Pa~,ment. If the Defaulting

Party disputes the Non-Defaulting Party’s calculation of the Termination Payment, in

whole or in part, the Defaulting Party shall, within three (3) Business Days of receipt of
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Non-Defaulting Party’s calculation of the Termination Payment, provide to the Non-

Defaulting Party a detailed written explanation of the basis for such dispute; provided,

however, that if the Termination Payment is due from the Defaulting Party, the

Defaulting PaW shall first provide commercially reasonable financial assurances to the

Non-Defaulting Party in an amount equal to the Termination Payment.

(e) Multiple BGS Supply Agreements. It is the intention of the Company

and the BGS-RSCP Supplier that, in the event the BGS-RSCP Supplier is a party to other

agreements with the Company for the provision of BGS Supply that existed prior to the

Effective Date of this Agreement or are entered into after the Effective Date of this

Agreement, the Company wilt calculate a single Termination Payment applicable to all

such agreements as set forth herein. Each BGS-RSCP Supplier that is a party to such

other agreements with the Company for the provision of BGS Supply hereby agrees that

such other agreements are deemed amended by this Agreement for the purpose of

calculating a single Termination Payment as described herein.

5.5 Step-up Provision

If any one or more BGS-RSCP Suppliers defaults in its obligations hereunder

resulting in the exercise of the right of Early Termination by the Company with respect to

such BGS-RSCP Supplier(s), then the Company, consistent with its Contingency Plan

approved by the Board in its Order dated ., may, at the Company’s

option, offer some or all Non-Defaulting Supplier(s) the optional right to assume under

this Agreement additional Tranches of BGS-RSCP Load, subject to compliance with the

creditworthiness provisions of Article 6 of this Agreement. The provision of any such

offer by the Company to Non-Defaulting Suppliers shall indicate the duration of the offer

and the manner of acceptance thereof. Following the assumption by BGS-RSCP
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Supplier(s) of additional Tranches hereunder, the Company shall prepare a modified

Appendix A which shall set forth the revised BGS-RSCP Supplier Responsibility Shares

of the BGS-RSCP Load of the participating Non-Defaulting BGS-RSCP Supplier(s)

following such assumption. This modified Appendix A shall be initialed (as a single

document or in counterparts) by the Company and any affected BGS-RSCP Supplier(s)

and shall thereafter be deemed a part of this Agreement, as to such affected BGS-RSCP

Supplier(s), from the effective date of such modified Appendix A. A BGS-RSCP

Supplier will not suffer any prejudice if it declines an offer to assume additional Tranches

upon the default by another BGS-RSCP Supplier.

5.6 Setoff of Payment Obligations of The Non-Defaulting Party

Ax~y payment obligations of the Non-Defaulting Party to the Defaulting Party

pursuant to this Agreement or any other agreement(s) between the Company and the

BGS-RSCP Supplier for the provision of BGS Supply shall be set off: (i) first, to satisfy

any payment obligations of the Defaulting Party to the Non-Defaulting Party pursuant to

this Agreement or any other agreement(s) between the Company and the BGS-RSCP

Supplier for the provision of BGS Supply that are unsecured and not subject to any

Guaranty; (ii) second, to satisfy any payment obligations of the Defaulting Party to the

Non-Defaulting Party pursuant to this Agreement or any other agreement(s) between the

Company and the BGS-RSCP Supplier for the provision of BGS Supply that are

unsecured, but which are subject to a Guaranty; and (iii) third, to satisfy any remaining

payment obIigations of the Defaulting Pal~ to the Non-Defauiting Party pursuant to this

Agreement or any other agreement(s) between the Company and the BGS-RSCP Supplier

for the provision of BGS Supply.
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5.7 Preservation of Rights of Non-Defaulting Party

The fights of the Non-Defaulting Party under this Agreement, including without

limitation Sections 5.4 and 5.6 of this Agreement, shall be supplemental to, and not in

lieu of, any right of recoupment, lien, or set-off afforded by applicable law, and all such

fights are expressly preserved for the benefit of the Non-Defaulting Party.

ARTICLE 6: CREDITWORTHINESS

6.1 Applicability

Each BGS-RSCP Supplier agrees that it shalI meet the creditworthiness

requirements of this A~icle 6 at all times during the term of this Agreements and shall

inform the Company immediately of any changes in its credit rating or financial

condition. Without limitation of the foregoing, each BGS-RSCP Supplier shall, upon

written request, affirmatively demonstrate to the Company, its compliance with the

creditworthiness requirements set forth hereunder. The Company may establish less

restrictive ereditworthiness requirements under this Article 6 in a non-discriminatory

manner.

6.2 Creditworthiness Determination

The BGS-RSCP Supplier may submit and maintain a security deposit in

accordance with Section 6.3 and 6.6 of this Agreement in tieu of submitting to or being

qualified under a credit-worthiness evaluation. The BGS-RSCP Supplier shall have the

opportunity to petition the Company to re-evaluate its creditworthiness whenever an

event occurs that the BGS-RSCP Supplier believes would improve the determination

made by the Company of its creditworthiness. The Company’s credit re-evaluation must

be completed as soon as possible but no longer than thirty (30) days after receiving a
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fully documented request. The Company must provide the rationale for its determination

of the credit limit and any resulting security requirement. The Company must perform its

credit re-evaluation and associated security calculation in a non-disclqminatory manner.

BGS-RSCP Suppliers shall provide m’~estricted access to audited financial statements;

provided that if audited financial statements are not available, the Com_pany may specify

other types of financial statements that will be accepted.

6.3 Independent Credit Requirement

The Independent Credit Requirement per Tranche ("ICRT") that will be required

of BGS-RSCP Suppliers under this Agreement shall initially be $2.4 million per Tranche

and shall decline in accordance with the schedule included as part of Appendix B

throughout the term hereof. The ICR under this Agreement is the ICRT times the number

of Tranches shown in Appendix A hereto.

6.4 Independent Credit Threshold

BGS-RSCP Suppliers that qualify under the following criteria will be granted an

Independent Credit Threshold ("ICT"). The ICT will be used by the BGS-RSCP Supplier

solely to partially or faIly cover the aggregate ICR amounts under this Agreement and

any other BGS Supply agreement(s) between it and the Company. tn all instances, the

most current senior unsecured debt rating (or, if unavailable, the most current corporate

issuer rating discounted one notch) will be used.

(a) The following requirements shall apply to BGS-RSCP Suppliers or

Guarantors of BGS-RSCP Suppliers that have been incorporated or otherwise formed

under the laws of a state of the United States or of the District of Columbia in order to be

granted an ICT. For BGS-RSCP Suppliers who cannot meet the foilowing requirements,

the posting of cash or a letter of credit in an acceptable form as defined in Section 6.9(b)
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below (see standard format in Appendix C) for the entire aggregate ICR amounts under

this Agreement and any other BGS Supply agreement(s) between it and the Company

will be required at the time of or prior to the execution of this Agreement.

(i)    The BGS-RSCP Supplier shall meet the following requirements:

(1) must be rated by at Ieast two of the following rating agencies: S&P Global Ratings

("S&P"), Moody’s Investors Service, Inc. ("Moody’s"), Fitch, Inc. ("Fitch") or A.M.

Best Company ("A.M. Best"), and (2) must have a minimttm senior unsecured debt rating

(or, if unavaiIable, corporate issuer rating discounted one notch) of at least "BBB-" from

S&P, "Baa3" f~om Moody’s, "BBB-" from Fitch, or "bbb" from A.M. Best (a "Minimum

Rating"). If the BGS-RSCP Supplier is rated by only two rating agencies, and the ratings

are split, the lower rating will be used. If the BGS-RSCP Supplier is rated by three or

four rating agencies, and the ratings are split, the lower of the two highest ratings wii1 be

used; however, in the event that the two highest ratings are common, such common rating

The maximum level of the ICT will be determined based on the followingwill be used.

table:

Credit Rating of the BGS-RSCP Supplier Max. Independent
Credit Threshold

S&P Moody’s Fitch A.M. Best

A- and aboveA3 and above A- and above aaa 16% ofTNW1

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

The BGS-RSCP Supplier will be required to post cash or a letter of credit in an

~ "TNW" means Tangible Net Worth.
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acceptable form as defined in Section 6.9(b) of this Agreement (see standard format in

Appendix C) for the aggregate ICR amounts under this Agreement and any other BGS

Supply agreement(s) between it and the Company, to the extent that the aggregate ICR

exceeds the ICT at the time of or prior to the execution of this Agreement; or

(ii) For BGS-RSCP Suppliers having a Guarantor, the Guarantor (1)

must be rated by at least two of the following rating agencies: S&P, Moody’s, Fitch, or

A.M. Best, and (2) must have a minimum senior unsecured debt rating (or, if tmavailable,

corporate issuer rating discounted one notch) equal to the Minimum Rating. If the

Guarantor is rated by only two rating agencies, and the ratings are split, the lowest rating

wilt be used. If the Guarantor is rated by three or four rating agencies, and the ratings are

split, the lower of the two highest ratings will be used; however, in the event that the two

highest ratings are common, then such common rating will be used. The maximum level

of the ICT that could be provided through the Guaranty (see standard format in Appendix

D) will be determined based on the following table:

S&P

A- and above

BBB+

BBB

BBB-

Below BBB-

Credit Rating of the Guarantor

Moody’s

A3 and above

Baal

Baa2

Baa3

Below Baa3

Fitch

A-and above

BBB+

BBB

BBB-

Below BBB-

A.M. Best

aaa

aa

a

bbb

Below bbb

Max. Independent
Credit Threshold

16% of TNW

10% of TNW

8% of TNW

6% of TNW

0% of TNW

The BGS-RSCP Supplier will be granted an ICT of up to the amount of the

Guaranty, provided that the amount of the Guaranty is below the maximum ICT shown in

the table above; provided that if a Guaranty is provided for an unlimited amount, the

BGS-RSCP Supplier will be granted an ICT of up to the maximum ICT shown in the
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table above. The Guaranty tendered by the BGS-RSCP Supplier to satisfy the ICT

requirement arising under this Section 6.4 shall be a separate document from the

Guaranty, if any, tendered by the BGS-RSCP Supplier to satisfy any requirement for a

credit limit to cover the Total Exposure Amount arising under Section 6.6 of this

Agreement; provided, however, that a single Guaranty may be provided if such Guaranty

is for an unlimited amount. The BGS-RSCP Suppliers will be required to post cash or a

letter of credit in an acceptable form as defined in Section 6.9 of this Agreement for the

aggregate ICR amounts under this Agreement and any other BGS Supply agreement(s)

between it and the Company, to the extent that the aggregate ICR exceeds the ICT at the

time of or prior to the execution of this Agreement.

(b) The following standards shalt apply to BGS-RSCP Suppliers or

Guarantors of BGS-RSCP Suppliers that have not been incorporated or otherwise formed

under the laws of a state of the United States or of the District of Columbia. For a BGS-

RSCP Supplier who cannot meet the following requirements, the posting of cash or a

letter of credit in an acceptable form as defined in Section 6.9(b) of this Agreement s(~e.

standard format in Appendix C) for the entire aggregate ICR amounts under this

Agreement and any other BGS Supply agreement(s) between it and the Company will be

required at the time of or prior to the execution of this Agreement.

(i)    The BGS-RSCP Supplier shall supply such evidence of

creditworthiness so as to provide the Company with comparable assurances of

creditworthiness as is applicabIe above for BGS-RSCP Suppliers that have been

incorporated or otherwise formed under the laws of a state of the United States or of the

District of Columbia. The Company shall have full discretion, without liability or

recourse to the BGS-RSCP Supplier, to evaluate the evidence of creditworthiness
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submitted by such BGS-RSCP Supplier; or

(ii) The Guarantor of a Supplier shall supply such

evidence of creditworthiness so as to provide the Company with comparable assurances

of creditworthiness as is applicable above for Guarantors of BGS-RSCP Suppliers that

have been incorporated or otherwise formed under the laws of a state of the United States

or of the District of Columbia. The Company shall have full discretion, without liability

or recourse to the Guarantor or the BGS-RSCP Supplier, to evaluate the evidence of

creditworthiness submitted by such Guarantor.

(c) All BGS-RSCP Suppliers or Guarantors of BGS-RSCP Suppliers that

have not been incorporated or otherwise formed under the laws of a state of the United

States or of the District of Cotumbia shall, in addition to alI documentation required

elsewhere in this Section 6.4, supply the following as a condition of being granted an

ICT:

(i)    For BGS-RSCP Suppliers: (i) a legal opinion of counsel qualified

to practice in the foreign jurisdiction in which the BGS-RSCP Supplier is incorporated or

otherwise formed that this Agreement has been duly authorized, executed and delivered

and is the legal, valid and binding obligation of the BGS-RSCP Supplier in the

jurisdiction in which it has been incorporated or otherwise formed; (ii) the sworn

certificate of the corporate secretary (or similar officer) of such BGS-RSCP Supplier that

the person executing this Agreement on behalf of the BGS-RSCP Supplier has the

authority to execute the Agreement and that the governing board of such BGS-RSCP

Supplier has approved the execution of this Agreement; and (iii) the sworn certificate of

the corporate secretary (or similar officer) of such BGS-RSCP Supplier that the BGS-

RSCP Supplier has been authorized by its governing board to enter into agreements of the
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same type as this Agreement. The Company shall have full discretion, without liability

or obligation to the BGS-RSCP Supplier, to evaluate the sufficiency of the documents

submitted by the BGS-RSCP Supplier.

(ii) For the Guarantor of a BGS-RSCP SEpplier: (i) a legal opinion of

counsel qualified to practice in the foreign jurisdiction in which the Guarantor is

incorporated or otherwise formed that the Guaranty has been duly authorized, executed

and delivered and is the legal, valid and binding obligation of the Guarantor in the

jurisdiction in which it has been incorporated or otherwise formed; (ii) the sworn

certificate of the corporate secretary (or similar officer) of such Guarantor that the person

executing the Guaranty on behalf of the Guarantor has the authority to execute the

Guaranty and that the governing board of such Guarantor has approved the execution of

the Guaranty; and (iii) the sworn certificate of the corporate secretary (or similar officer)

of such Guarantor that the Guarantor has been authorized by its governing board to enter

into agreements of the same type as this Guaranty. The Company shall have full

discretion, without liability or obligation to the Guarantor or the BGS-RSCP Supplier, to

evaIuate the sufficiency of the documents submitted by such Guarantor.

6.5 Mark-to-Market Credit Exposure Methodology

To calcttlate the daily exposure for each BGS-RSCP Supplier the Mark-to-Market

("MtM") credit exposure methodology will be used. The "mark" for each Billing Month

wilt be determined at the time the auction is eompleted based on the available Forward

Market Prices and for the remaining Billing Months will be derived based on historical

data. At the time the auction is completed, the MtM credit exposure for each BGS-RSCP

Supplier shall be equal to zero. Subsequently, the differences between the avaiIable

Forward Market Prices on the valuation date and the "mark" prices for the corresponding
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Billing Months will be used to calculate the daily credit exposures for each BGS-RSCP

Supplier. The totaI MtM credit exposure wilt be equal to 1.1 times the sum of the MtM

credit exposures for each BiIling Month. The methodology for calculation of the MtM

credit exposure is illustrated in the example (using hypothetical numbers) set forth in

Appendix B hereto.

6.6 Credit Limit

The following criteria constitute the Company’s creditworthiness requirements for

the BGS-RSCP Suppliers to cover the Total Exposure Amount. In all instances, the most

current senior unsecured debt rating (or, if unavailable, the most current corporate issuer

rating discotmted one notch) will be used.

(i)    For a BGS-RSCP Supplier to be granted an unsecured line of credit, the

BGS-RSCP Supplier sha11 meet the following requirements: (I) must be rated by at least

two of the following rating agencies: S&P, Moody’s, Fitch or A.M. Best, and (2) must

have a minimum senior unsecured debt rating (or, if unavailable, corporate issuer rating

discounted one notch) equal to the Minimum Rating. If the BGS-RSCP Suppiier is rated

by only two rating agencies, and the ratings are split, the lowest rating will be used. If

the BGS-RSCP Supplier is rated by tlu’ee or four rating agencies, and the ratings are split,

the lower of the two highest ratings will be used; provided that in the event that the two

highest ratings are common, such common rating will be used. The Maximum Credit

Limit to cover the Total Exposure Amount will be determined based on the following

table:
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Credit Rating of the BGS-RSCP Supplier

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

of TNW and credit limit cap
below

Credit LimitS&P    Moody’s     Fitch    A.M. Best       % Cap

A- and     A3 and     A- and aaa      16% of TNW    $60,000,000above 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     BeIow 0% of TNW         0BBB - Baa3 BBB - bbb

The BGS-RSCP Supplier will be required to post cash or a letter of credit in an

acceptable form as defined in Section 6.9 (b) of this Agreement (see standard format in

Appendix C) for the Margin due the Company as set forth in Section 6.7 of this

Agreement; or

(ii) For BGS-RSCP Suppliers having a Guarantor, the Guarantor (1) must be

rated by at least two of the following rating agencies: S&P, Moody’s, Fitch or A.M.

Best, and (2) must have a minimum senior unsecured debt rating (or, if unavailable,

corporate issuer rating discounted one notch) equal to the Minimum Rating. If the

Guarantor is rated by only two rating agencies, and the ratings are split, the lowest rating

will be used. If the Guarantor is rated by three or four rating agencies, and the ratings are

split, the lower of the two highest ratings will be used; provided that in the event that the

two highest ratings are common, such common rating will be used. The Maximmu Credit

Limit to cover the Total Exposure Amount that could be provided through the Guaranty

(see standard format in Appendix D) will be determined based on the following table:
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S&P

A- and
above

BBB+

BBB

BBB-

Below
BBB-

Credit Rating of the Guarantor

Moody’s

A3 and
above

Baal

Baa2

Baa3

Below Baa3

Fitch

A- and
above

BBB

BBB-

Below
BBB-

A.M. Best

aaa

aa

a

bbb

Below
bbb

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

of TNW and credit limit cap
below

16% of TNW

10% of TNW

8% of TNW

6% of TNW

0% of TNW

Credit Limit
Cap

$60,000,000

$40,000,000

$30,000,000

$15,000,000

The BGS-RSCP Supplier will be granted a credit limit equal to the lesser of (i) the

mount of the Guaranty as provided to the Company at the time this Agreement is

executed as such amount may be modified in any amended or substitute Guaranty

provided to the Company during the term of this Agreement, or (ii) t~e Supplier’s

Maximum Credit Limit. The BGS-RSCP Supplier, however, may not increase or

substitute its Guaranty for the purpose of increasing its applicable credit Iinait during the

time period after the Company has made a Margin call but before the BGS-RSCP

Supplier has posted the required Margin. Notwithstanding anything herein to the

contrary, the BGS-RSCP Supplier may increase the limit of its Guaranty after satisfying a

Margin call from the Company and upon the Company’s receipt of an amended or

substitute Guaranty increasing the limit of the Guaranty, the BGS-RSCP Supplier may

request a return of Margin in accordance with Section 6.7 of this Agreement. The BGS-

RSCP Supplier will be required to post cash or a letter of credit in an acceptable form as

defined in Section 6.9(b) of this Agreement (see standard format in Appendix C) for the

Margin due the Company as set forth in Section 6.7 of this Agreement; or
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(iii) The posting of cash or a letter of credit as defined in Section 6.9 (b) below

for the entire Total Exposure Amount as set forth in Section 6.7 of this Agreement.

6.7 Posting Margin and Return of Surplus Margin

(a) If at any time and from time to time during the term of this Agreement, the

Total Exposure Amount exceeds the BGS-RSCP Supplier’s or the Guarantor’s credit

limit, then the Company on any Business Day, may request that the BGS-RSCP Supplier

provide cash or a letter of credit in an acceptable form as defined in Section 6.9(b) of this

Agreement (see standard format in Appendix C), in an anaount equal to the Margin (less

any Margin posted by the BGS-RSCP Supplier and held by the Company pursuant to this

Agreement or any other agreement(s) between the Company and the BGS-RSCP SuppIier

for the provision of BGS Supply).

If the BGS-RSCP Supplier receives written notice for Margin from the Company

by 1:00 p.m. New York time on a Business Day, then the BGS-RSCP Supplier shall post

Margin the next following Business Day, if posting cash, and by the second Business Day

following the date of notice, if posting a letter of credit, unless the Company agrees in

writing to extend the period to provide Margin. If the BGS-RSCP Supplier receives

notice for Margin from the Company after 1:00 p.m. New York time on a Business Day,

whether posting cash or a letter of credit, then the BGS-RSCP Supplier must post Margin

the second Business Day folIowing the date of notice unless the Company agrees in

writing to extend the period to provide Margin. The Company will not unreasonably

deny a request for a one-day extension of such period. In the event that the BGS-RSCP

Supplier fails to post Margin when due in accordance with this Section 6.7, then an Event

of Default under ArticIe 5 of this Agreement will be deemed to have occm’red and the

Company will be entitled to the remedies set forth in Article 5 of this Agreement.

44



(b) Surplus Margin being held by the Company that is not needed to satisfy

the Total Exposure Amount, as determined above, will be returned to the BGS-RSCP

Supplier upon receipt of a written request by the BGS-RSCP Supplier. Surplus Margin

means cash or a letter of credit posted by the BGS-RSCP Supplier as a result of a request

by the Company pursuant to Section 6.7(a) that exceeds the Total Exposure Amount less

the BGS-RSCP Supptier’s or the Guarantor’s credit limit. The amount returned to the

BGS-RSCP Supplier shall be the surplus Margin then held by the Company. If the BGS-

RSCP Supplier posted cash and notice is received by 1:00 p.m. New York time on a

Business Day, the surplus Margin will be returned by the next following Business Day

and if the BGS-RSCP Supplier posted cash and notice is received by the Company after

1:00 p.m. New York time on a Business Day, the surplus Margin shall be returned by the

second Business Day following the date of notice, unless the BGS-RSCP Supplier agrees

in writing to extend the period to return the surplus Margin. If the BGS-RSCP Supplier

posted a letter of credit, the surplus Margin shall be returned on the next Business Day

following the Business Day on which the amendment to the letter of credit is received

from the issuing bank, unless the BGS-RSCP Supplier agrees in writing to extend the

period to return the surplus Margin. The BGS-RSCP Supplier will not unreasonably

deny a request for a one-day extension of such period. In the event that the Company

fails to remm the surplus Margin when due in accordance with this Article, then an Event

of Default under Article 5 of this Agreement will be deemed to have occurred and the

BGS-RSCP Suppliers will be entitled to the remedies set forth in Article 5 of this

Agreement.
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6.8 Grant of Security Interest/Remedies

To secure i~ obligations under this Agreement and to the extent that the BGS-

RSCP Supplier posted Margin/collateral hereunder, the BGS-RSCP Supplier hereby

grants to the Company a present and continuing security interest in, and lien on (and right

of setoff against), and assignment of, all cash collateral and cash equivalent collateral and

any and alt proceeds resulting therefrom or the liquidation thereof, whether now or

hereafter held by, on behaIf of, or for the benefit of, the Company, and the BGS-RSCP

Supplier and the Company agree to take such action as is reasonably required to perfect

the secured Party’s first priority security interest in, and lien on (and right of setoff

against), such collateral and any and all proceeds resulting therefrom or from the

liquidation thereof. Upon or any time after the occurrence or deemed occurrence and

during the continuation of an Event of Default or an Early Termination Date, the

Company may do any one or more of the following: (i) exercise any of the rights and

remedies of the Company with respect to all collateral, including any such rights and

remedies under law then in effect; (ii) exercise its rights of setoff against any and all

property of the BGS-RSCP Supplier in the possession of the Company whether held ir~

connection with this Agreement or any other agreement(s) between the Company and the

BGS-RSCP Supplier for the provision of BGS Supply; (iii) draw on any outstanding

letter of credit issued for its benefit; and (iv) liquidate all security held by or for the

benefit of the Company free from any claim or right of any nature whatsoever of the

BGS-RSCP Supplier, including any equity or right of purchase or redemption by the

BGS-RSCP Supplier. The Company sha11 apply the proceeds of the collateral realized

upon the exercise of such rights or remedies to reduce the BGS-RSCP Supplier’s

obligation under this Agreement or any other agreement(s) between the Company and the
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BGS-RSCP Supplier for the provision of BGS Supply (the BGS-RSCP Supplier

remaining liable for any amounts owing to the Company after such application), subject

to the Company’s obligation to return any surplus proceeds remaining after such

obligations are satisfied in fuI1.

All notices, demands or requests regarding credit requirements and credit related

sect~ty or deposit transfers shall be in writing and shall be personaI1y delivered or sent

by overnight express mail, corner service or facsimile transmission (with the original

transmitted by any of the other aforementioned delivery methods) addressed as foliows:

If to a BGS-RSCP Supplier:

Notification information for each BGS-RSCP Supplier is set forth on

Appendix A hereto.

If to the Company to:

Copy to:

or to such other person at such other adch-ess as a Party shall designate by like notice to

the other Party. Notice received after the close of the Business Day shall be deemed

received on the next Business Day; provided that notice by facsimile transmission shall

be deemed to have been received by the recipient if the recipient confimas receipt

telephonically or in writing.

6.9 Security Instruments

At each BGS-RSCP Supplier’s choice, the following are deemed to be acceptable

methods for posting security, if required:

(a) Cash; or
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(b) A standby irrevocable letter of credit acceptable to the Company issued by

a bank or other financial institution with a minimum "A" senior unsecured debt rating

(or, if unavailable, corporate issuer rating discotmted one notch) from S&P or "A2" from

Moody’s ~ standard format in Appendix C). The letter of credit shall state that it shall

renew automatically for successive one-year or shorter periods, until terminated upon at

least ninety (90) days prior written notice from the issuing financial institution. If the

Company receives notice from the issuing financial institution that the letter of credit is

being cancelled, the BGS-RSCP SuppIier will be required to provide a substitute Ietter of

credit from an alternative bank satisfying the minimum requirements. The receipt of the

substitute letter of credit must be effective as of the cancellation date and delivered to the

Company thirty (30) days before the cancellation date of the original letter of credit. If

the BGS-RSCP SuppIier faiIs to supply a substitute letter of credit as required, then the

Company will have the right to draw on the existing letter of credit and to hold the

amount as Margin.

If the credit rating of a bank or other financial institution from which a BGS-

RSCP Supplier has obtained a letter of credit falls below the levels specified in Article 6

of this Agreement, the BGS-RSCP Supplier shall have two (2) Business Days following

written notice by the Company to obtain a suitable letter of credit from another bank or

other financial institution that meets those standards.

6.10 Maintenance of Creditworthiness

(a) Reporting of Changes,.

Each BGS-RSCP Supptier Shall promptly notify the Company of any change in its

credit rating or financial condition or that of its Guarantor. The BGS-RSCP Supplier or

Guarantor shall also furnish evidence of an acceptable credit rating or financial condition
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upon the request of the Company.

(b) Change in Credit Standing.

The Company will re-evaluate the creditworthiness of a BGS-RSCP Supplier

whenever it becomes aware of an adverse change, through the provision of notice by such

BGS-RSCP Supplier or otherwise, in the BGS-RSCP Supplier’s or Guarantor’s credit

standing. If the lowest credit rating (whether senior unsecured debt rating or corporate

issuer rating) used to determine the BGS-RSCP Supplier’s ICT or its credit timit

adversely changes, the Company will require additional security f~om the BGS-RSCP

Supplier in accordance with Sections 6.4 and 6.6 of this Agreement. The additional

security must be in a form acceptable to the Company, as specified in Section 6.9 of this

Agreement and must be posted as set forth in Section 6.7 of this Agreement.

6.11 Calling on Security

The Company may call upon the security posted by the BGS-RSCP Supplier if

the BGS-RSCP Supplier fails to pay amounts due to the Company pursuant to this

Agreement or any other agreement(s) between the Company and the BGS-RSCP Supplier

for the provision of BGS Supply after all of the following events occur:

(a) Written Notice of Default is provided to the BGS-RSCP Supplier; and

(b) Any applicable cure period ends.

The foregoing notwithstanding, the security posted by the BGS-RSCP Supplier

shall become due automatically without prior notice or right of cure in the case of any

Event of Default arising under subsections (i), (ii), (iii), (iv), (v), (vi), (vii) and (viii) of

Section 5.1 of this Agreement.
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6.12 Interest on Cash Held by Company

The Company wilI pay simple interest calculated at the lower of the Interest Index

or six (6) percent per armum on all cash hetd by the Company pursuant to this

Agreement. Each Billing Month, the Company wit1 prepare a statement of interest

amounts due to the BGS-RSCP Supplier. The statement will be sent to the BGS-RSCP

Supplier within three (3) Business Days after the end of the Billing Month via overnight

mail or other expeditious means. The Company shall make interest payments on the first

Business Day after the 5t~ day of each ealendar month.

6.13 Confidentiality

Information supplied by a BGS-RSCP Supplier in connection with the

creditworthiness process shaI1 be deemed confidential and not subject to public

disclosure, unless Applicable Legal Authorities require disclosure of the information. If

information must be disclosed, then the confidentiality of the information shall be

maintained consistent with the Applicable Legal Authority’s rules and regulations

pertaining to confidentiality. The BGS-RSCP Supplier will be given prompt notice of

any request by a third party to obtain confidential information related to the BGS-RSCP

Supplier’s creditworthiness.

6.14 No Endorsement of BGS-RSCP Supplier

The Company’s determination that a BGS-RSCP Supplier is creditworthy

pursuant to the process set forth above, shalI not be deemed to constitute an express or

implied warranty or guarantee of any kind with respect to the financial or operational

qualifications of the BGS-RSCP Supplier. The Company will treat aii BGS-RSCP

Suppliers in a non-discriminatory manner and shaI1 provide no preference to any BGS-

RSCP Supplier.
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6.15 Multiple BGS SuppIy Agreements

It is the intention of the Company and the BGS Supplier that, in the event the

BGS-RSCP Supplier is a party to other agreements with the Company for the provision

of BGS Supply that existed prior to the effective date of this Agreement or is entered into

after the effective date of this Agreement, the Company will calculate the Margin

applicable to all such agreements as set forth herein. Each BGS-RSCP Supplier that is a

party to such other agreements with the Company for the provision of BGS Supply

hereby agrees that such other agreements are deemed amended by this Agreement for the

purpose of calculating the Margin as described herein.

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

The Parties must adhere to any applicable operational requirements of PJM

necessary to protect the integrity of the transmission system within the PJM Control Area

and the transmission systems of interconnected control areas, and must satisfy any and ali

PJM, RFC and NERC criteria, when applicable. The BGS-RSCP SuppIier also must

adhere to any applicable operational requirements of the Company necessary to protect

the integrity of the Company’s local distribution system.

The BGS-RSCP Peak Load Share will be determined by the Company based on

the zonal peak load contributions utilized in the PJM determination of the zonaI

obligations for Capacity, adjusted for contributions associated with Customers served by

Third Party Suppliers, BGS-CIEP Customers and Wholesale Customers. Contributions

for TPSs shall be calculated as set forth in the Company’s TPS operating procedures

found on the Company’s website at www. .com. The BGS-RSCP Peak Load Share

of a BGS-RSCP Supplier is based on the BGS-RSCP Supptier Responsibility Share.
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7.1 Load Obligations

The Company and the BGS-RSCP Supplier acknowledge that the BGS-RSCP

Customers are within the Company’s metered boundaries and that the BGS-RSCP Load

must be divided into BGS-RSCP Supplier obligations by applying the BGS-RSCP

Supplier Responsibility Share for each BGS-RSCP Supplier as a Load Serving Entity that

must meet its PJM obligations. These load obligations include, but are not limited to,

hourly Energy obligations, Capacity obligations, Ancillary Services obligations, and Firm

Transmission Service obligations under the PJM Agreements.

7.2 Data Transmission

(a) Energy

The procedures for transmittingload obligationd~a ~r ~e BGS-RSCP

Suppiier’s hourly Energy obligations shall be as set forth by PJM.

(b) Capacity

The procedures for transmitting the BGS-RSCP Supplier Responsibility Share

data to be used by PJM to determine the BGS-RSCP Supplier’s Capacity obligations

shall be as set forth by PJM.

(c) Transmission

The procedures for transmitting the BGS-RSCP Supplier Responsibility Share

data based upon which the BGS-RSCP Supplier will meet its obligations under the PJM

OATT shall be as set forth by PJM.

(d) Ancillary Services

The procedures for transmitting data regarding the BGS-RSCP Supplier’s

Ancillary Services obligations shall be as set forth by PJM.
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7.3

The Company wilt not provide load-forecasting services. The BGS-RSCP

Supplier shall schedule Energy resources to meet its obligations with PJM as provided for

in the PJM Agreements, procedures, and manuals. The Company, through an e-schedule,

shall provide PJIvl and the BGS-RSCP Supplier with the data regarding the BGS-RSCP

Supplier Responsibility Share of the Energy obligations, as set forth by PJM. The Energy

obligations for each BGS-RSCP Supplier wiII be determined based on its BGS-RSCP

Supplier Responsibility Share of the BGS-RSCP Load. The total preliminary BGS-RSCP

Energy obligation wilI be based on the total Energy loads for aI1 of the BGS-RSCP

Customers as calculated by the Company, including all losses and unaccounted for

energy.

ARTICLE 8: THE ENERGY SETTLEMENT/RECONCILIATION PROCESS

8.1 Energy Settlement By PJM

The settlement process occurs at PYM to reflect the BGS-RSCP Supplier’s actual

Energy obligations in a supply/usage reconciliation process. The Energy obligations for

each BGS-P~SCP Supplier will be determined based on the BGS-P, SCP Supplier

Kesponsibility Share of the BGS-RSCP Load. The reconciled total BGS-RSCP Energy

obligation will be based on the ~naI total Energy loads for the Customers receiving BGS-

P~SCP service, including losses.

Any adjustments for billing and metering errors reported subsequent to the

calculation of FMEA will be proportionally allocated by the Company to the BGS-RSCP

Suppliers.
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8.2 Energy Settlement by the Company

in the event that actual BGS-RSCP Customer consumption data is not available

until after the PJM deadline for conducting the final settlement, the Company will

conduct the settlement process with the BGS-RSCP Supplier. Should PJM impose

penalties .against the Company as a result of the BGS-RSCP Supplier’s transactions or

failure to meet PJM requirements, such penalties shall be passed through by the

Company, to the BGS-RSCP Supplier as part of this settlement process. In addition, all

other applicable charges from PJM, including any billing adjustments, will be

appropriately allocated to the BGS-RSCP Supplier.

ARTICLE 9: BILLING AND PAYMENT

9.1 The Company Payment of Obl!gations to the BGS-RSCP Supplier

The Company shall pay at! amounts due to the BGS-RSCP Supplier hereunder in

accordance with the following provisions:

(a) Each Billing Month, the Company will prepare a Statement of amounts

due to the BGS-RSCP Supplier. A line item on this Statement will show amounts due

equal to the Auction Price multiplied by the applicable Seasonal Billing Factor multiplied

by PMEA for the Billing Month in question.

(b) The Statement will be sent to the BGS-RSCP Supplier within eight (8)

Business Days after the end of the Billing Month via overnight mail or other expeditious

means.

(c) The Company shall make payment on the first Business Day after the 19t~

day of each calendar month provided that the Company maintains a minimum senior

unsecured debt rating (or, if unavailable, corporate issuer rating discounted one notch) of
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at least "BBB-" from S&P, "Baa3" from Moody’s or "BBB-" from Fitch (the "Required

Rating"). If the Company is rated by only two rating agencies, and the ratings are split,

the lower rating will be used. If Company is rated by three rating agencies, and the

ratings are split, the lower of the two highest ratings will be used, and, in the event that

the two highest ratings are common, such common rating will be used.

(d) In the event that the Company’s minimum senior unsecured debt rating

(or, if unavailable, corporate issuer rating discounted one notch) falls below the Required

Rating, and until the Company’s minimum senior unsecured debt rating (or, if

unavailable, corporate issuer rating discounted one notch) becomes equal or higher than

the Required Rating, (i) the Company shall make an initial payment on the first business

day after the 5t~ day of the calendar month for approximately 50% of the amount due to

the BGS-RSCP Supplier for the previous calendar month (the "Initial Payment"), and (ii)

the Company shall make a second payment on the first business day after the 19t~ day of

the calendar mor~th for any remaining amounts associated with the previous calendar

month, which will include the difference between the Initial Payment and any amounts

due equal to the Auction Price multiplied by the applicable Seasonal Billing Factor

multiplied by PMEA for the Billing Month in question.

(e) To the extent that the FMEA differs from the PMEA the Company will

pay or charge the BGS-RSCP Supplier for the PMEAJFMEA Adjustment Amount within

the PJM deadline for conducting the final settlement.

(f)    If each Party owes an amount to the other Party pursuant to this

Agreement, including any related interest, payments or credits, the Parties may satis~

their respective obligations to each other by netting the aggregate amounts due to one

Party against the aggregate amounts due to the other Party, with the Party, if any, owing
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the greater aggregate amount paying the other Party the difference between the amounts

owed.

(g) Payments shall be subject to adjustment for any arithmetic errors,

computation errors, meter reading errors, or other errors, provided that the errors become

known within one (1) year of the termination of this Agreement.

(h) The Company shall make payments of funds payable to the BGS-RSCP

Supplier by electronic transfer to a bank designated by the BGS-RSCP Supplier.

(i)    If a good faith dispute arises between the Company and the BGS-RSCP

Supplier regarding a Statement, the disputing Party shall be obligated to pay onty the

undisputed portion of the Statement, if any, and shall present the dispute in writing and

submit supporting documentation to the non-disputing Party within one hundred twenty

(120) calendar days from the date of the Statement in dispute. Statement disputes shall

be addressed promptly, and in accordance with the dispute resolution procedures set forth

in Article 11 of this Agreement. Upon resolution of a Statement dispute, any payments

made to either Party will include simple interest on the payment at the Iower of the

Interest Index or six (6) percent per annum payable from the date that notice of a

Statement dispute was received by the non-disputing Party.

(j)    If payment is made to the BGS-RSCP Supplier after the due date shown

on the Statement, a late fee will be added to the unpaid balance until the entire Statement

is paid. This late fee will be calculated at the prime rate commercial borrowers are

charged by J.P. Morgan Chase.

9.2 Billing for BGS-RSCP Supplier’s Obligations to Other Parties

The Company shall have no responsibility for billing between: the BGS-RSCP

Supptier and PJM; the BGS-RSCP Supplier and any Energy or Capacity source; or the
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BGS-RSCP Supplier and any other third party. The Company will be solely responsible

for billing BGS-RSCP Customers for BGS-RSCP.

9.3 The BGS-RSCP Supplier Payment of Obligations to the Company

The BGS-RSCP Supplier shall pay all Charges it incurs hereunder in accordance

with the following provisions:

(a) Each Billing Month, the Company shaII submit an invoice to the BGS-

RSCP Supplier for all Charges owed by the BGS-RSCP Supplier under this Agreement.

The BGS-RSCP Supplier shall make payment for Charges incurred on or before the due

date shown on the invoice. The due date will be on the first Business Day after t~e 19t~

day of each calendar month. The invoice will be sent to the BGS-RSCP Supplier within

eight (8) Business Days after the end of the BiiIing Month via overnight mail or other

expeditious means.

(b)

computation

Invoices shall be subject to adjustment for any arithmetic errors,

errors, Meter Reading errors, or other errors, provided that the errors

become known within one (1) year of the termination of this Agreement.

(c) The BGS-RSCP Supplier shall make payments of fimds, payable to the

Company by electronic transfer to a bank designated by the Company.

(d) If a good faith dispute arises between the Company and the BGS-RSCP

Supplier regarding an invoice, the disputing Party shall pay only the undisputed portion

of the invoice, if any, and shall present the dispute in writing and submit supporting

documentation to the non-disputing Party within one hundred twenty (120) calendar days

from the due date of the invoice in dispute. Billing disputes shall be addressed promptly,

and in accordance with the dispute resolution procedures set forth in Article 11 of this

Agreement. Upon resolution of a billing dispute, any payments made to either Party will
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include simple interest on the payment at the lower of the Interest Index or six (6) percent

per annum payable from the date that notice of a bill dispute was received by the non-

disputing Party.

(e) If payment is made to the Company after the due date shown on the

invoice, a late fee will be added to the unpaid balance until the entire invoice is paid.

This late fee will be calculated at the prime rate cormnercial 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 incurring any liability to BGS-RSCP

Suppliers, to disconnect (or otherwise curtail, interrupt or reduce deliveries from) the

BGS-RSCP Suppliers or to disconnect (or otherwise curtail, interrupt or reduce deliveries

to) any Customer whenever the Company determines in the exercise of its good faith

discretion, or when the Company is directed by PJM, that such a disconnection,

curtailment, interruption or reduction is necessary to facilitate construction, installation,

maintenance, repair, replacement or inspection of any of the Company’s facilities; or due

to any other reason affecting the safe and reliable operation of the Company’s or a

Customer’s facilities, including Emergencies, forced outages or potential overloading of

the Company’s transmission and/or distribution circuits, potential damage to any

Customer’s facilities or any risk of injury to persons.

10.2 Inadvertent Loss of Service to BGS-RSCP Customers

The Parties agree and acknowledge that service to BGS-RSCP Customers may be

inadvertently lost due to storms, weather, accidents, breakage of equipment or other
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events beyond the reasonable control of the Company affecting the transmission and

distribution system of the Company. Neither Party will have any liability to the other

Party for the occurrence of such events except for the Company’s obligation to pursue

steps for the resumption of the disrupted service as set forth in Section 10.3 below. In no

event will an inadvertent loss of service affect a Party’s obligation to make any payments

then due or becoming due with respect to performance rendered prior to such inadvertent

loss of service.

10.3 Good Faith Efforts

The Company shall use good faith efforts to: (a) minimize any curtailment,

interruption or reduction to the extent practicabIe under the circumstances; (b) provide

the BGS-RSCP Supplier with prior notification of any curtailment, interruption or

reduction, to the extent practicable; and (c) resume service as promptly as practicable.

10.4 PJM Requirements

The BGS-RSCP Supplier acknowledges and agrees that, as a member of PJM, the

Company is bound by all PJM operating instructions, policies and procedures as are

currently set forth in the PJM Operating Manual, which are available through the Internet

on the PJM Home Page (http://www.pjm.com), as may be revised from time to time,

which are needed to maintain the integrity of the PJM system. The BGS-RSCP Supplier

acknowledges and agrees that it wiI1 cooperate with the Company so that the Company

wiI1 be in compliance with all PJM Emergency Operations Procedures, which include,

but are not limited to, those procedures pertaining to minimum and maximum generation

Emergencies, and measures requiring involuntary Customer participation, such as supply

voltage reduction or fulI interruption of Customer load by either manual or automatic
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10.5 Compliance With Governmental Directives

The BGS-RSCP Supplier also acknowledges and agrees that the Company may

need to act in response to governmental or civil authority directives which may affect

BGS-RSCP Customer load. The BGS-RSCP Supplier agrees to cooperate with the

Company in order to comply with said directives.

ARTICLE 11: DISPUTE RESOLUTION

11.1 Informal ResoIution of Disputes

The Company and the BGS-RSCP Supplier shall use good faith and reasonable

commercial efforts to informally resolve all disputes arising out of the implementation of

this Agreement. The BGS-RSCP Supplier’s point of contact for all information,

operations, and questions shall be the Company’s Basic Generation Service Unit and the

Auction Website. Any dispute between the Company and the BGS-RSCP Supplier under

this Agreement may be referred to a designated senior representative of each of the

Parties for resolution on an informal basis as promptly as practicable.

11.2 Recourse to Agencies or Courts of Competent Jurisdiction

Nothing in this Agreement shall restrict the rights of either Party to file a

complaint with the FERC under relevant provisions of the Federal Power Act ("FPA"),

with the BPU under relevant provisions of the Applicable Legal Authorities, with a New

Jersey State court of competent jurisdiction, or with a federal court of competent

jurisdiction situated in the State of New Jersey. The Parties’ agreement hereunder is

without prejudice to any Parties’ right to contest the jurisdiction of the agency or court to

which a complaint is brought.

To the extent that this Agreement is deemed to be subject to FERC jurisdiction,
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absent the agreement of all parties to a proposed change, the standard of review for

changes to any section of the Agreement specifying the rate(s) or other material

economic terms and conditions agreed to by the Parties herein, whether proposed by a

Paxty, a non-party, the BPU or FERC acting sua ~, will be the "puNic interest"

standard of review set forth in United Gas Pip_e Line Co. v. Mobile Gas Service Corp.,

350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power Co., 350

U.S. 348 (1956).

ARTICLE 12: REGULATORY AUTHORIZATIONS AND JURISDICTION

12.1 Compliance With Applicable Legal Authorities

The Company and the BGS-RSCP Supplier are subject to, and shalI comply with,

all existing or future applicable federal, State and local taws, all existing or future duly-

promulgated orders or other duly-authorized actions of PJM or of Applicable Legal

Authorities.

12.2 FERC Jurisdictional Matters

The inclusion herein of descriptions of procedures or processes utilized by PJM or

otherwise subject to the jurisdiction of FERC is intended solely for informational

purposes. If anything stated herein is found by the FERC to conflict with or be

inconsistent with any provision of the FPA, or any ruIe, regulation, order or

determination of the FERC under the FPA or if any existing procedures or processes

utilized by PJM are duly modified, the applicable FERC rule, regulation, order,

determination or modification shall control. To the extent required under any provision

of the FPA, or any rule, regulation, order or determination of the FERC under the FPA,

the Company and/or the BGS-RSCP Supplier, if applicable, shall use reasonable
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commercial efforts to secure, from time to time, all appropriate orders, approvals and

dete~inations f~om 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 this Agreement, each Party shall be

liable to the other Party only for direct damages incurred as a result of such Party’s

failure to comply with this Agreement and no Party shall have any liability to the other

Party for consequential, indirect, special or punitive damages, including lost profits or

lost revenues, arising out of such Party’s failure to comply with its obligations under this

Agreement. Notwithstanding anything to the contrary in this Agreement, the BGS-RSCP

Suppliers have no obligations or liability to other BGS-RSCP Suppliers.

This Agreement does not create any duty to any BGS-RSCP Supplier with respect

to the administration of the Company’s Third Party Supplier Agreements by the

Company, including, without limitation, with respect to the credit and security provisions

of the Company’s Third Party Supplier Agreements and Article 11 thereof. Nor will the

Company have any liability to any BGS-RSCP Supplier for any act or failure to act in

connection with such administration. If any dispute arises among the BGS-RSCP

Suppliers regarding the allocation of forfeited security (net of the Company’s costs as

described in Section 11.3 of the Company’s Third Party Supplier Agreements) due to

BGS-RSCP Suppliers pursuant to Article 11 of the Company’s Third Party Supplier

Agreements, then such forfeited security (net of the Company’s costs as described in

Section 11.3 of the Company’s Third Party Supplier Agreements) will be 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 and for determining the indenmity

obligations under Article 14 of this Agreement, the Company shall be deemed to have

custody and control of the eIectric Energy delivered by a BGS-RSCP Supplier upon

receipt thereof into the Company’s distribution system and until delivery thereof at the

retail electric meter of the Customer; and each BGS-RSCP Supplier shall be deemed to

have custody and control of the electric Energy at all times prior to receipt thereof by the

Company. Each BGS-RSCP SuppIier sha11 at all times be deemed to hold title to electric

Energy until delivery at the retail etectric meter of the Customer at which time title shall

be deemed to pass to such Customer. The Party deemed to have custody and control of

etectric Energy shall, among the Parties to this Agreement, be responsible for atl loss or

damage to property or injury or death to persons arising in connection with such electric

Energy while in its custody and control and shall indemnify the other Parties with respect

to same as set forth in Article 14 of this Agreement.

14.1

(a)

ARTICLE 14: INDEMNIFICATION

Indemnification

Should the Company become the defendant in, or obligor for, any third

party claims and/or liabilities for Iosses, penalties, expenses, damage to property, injury

to or death of any person including a Party’s employees or any third parties, that were

caused by or occur in connection with an act or omission of a BGS-RSCP Supplier with

respect to an obligation arising under or in connection with this Agreement, or for which

such BGS-RSCP Supplier has otherwise assumed liability under the terms of this

Agreement, such BGS-RSCP Supplier shall defend (at the Company’s option), indemnify
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and hold harmless the Company, its shareholders, board members, directors, officers and

employees, from and against any and all such third party claims and/or liabilities, except

to the extent that a corm of competent jurisdiction determines that the losses, penalties,

expenses or damages were caused wholly or in part by the gross negligence or ~ltful

misconduct of the Company. The Company may, at its own expense, retain counsel and

participate in the defense of amy such suit or action.

(b) Should a BGS-RSCP Supplier (the "Indemnified Supplier") become the

defendant in, or obligor for, any third party claims and/or liabilities for losses, penalties,

expenses, damage to property, injury to or death of any person including a Party’s

employees or any thkd parties, that were caused by or occur in connection with an act or

omission of the Company or another BGS-RSCP Supplier with respect to an obligation

arising under or in connection with this Agreement, or for which the Company or such

other BGS-RSCP Supplier has otherwise assumed liability under the terms of this

Agreement, the Company or such BGS-RSCP Supplier shall defend (at the option of the

Indemnified Supplier), indemnify and hold harmless the Indemnified Supplier, its

shareholders, board members, directors, officers and employees, from and against any

and all such third party claims and/or liabilities, except to the extent that a court of

competent jurisdiction determines that the losses, penalties, expenses or damages were

caused wholly or in part by the gross negligence or willful misconduct of the Indemnified

Supplier. The Indemnified Supplier may, at its own expense, retain counsel and

participate in the defense of any such suit or action.

14.2 Survives Agreement

The obligation of a Party to defend, indemnify, and hold harmless another Party

under this Article shatl survive termination of this Agreement, and shall not be limited in
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any way by any limitation on the amount or type of damages, compensation or benefits

payable by or for either Party under any statutory scheme, including any Worker’s

Compensation Acts, Disability Benefit Acts or other Employee Benefit Acts.

ARTICLE 15: MISCELLANEOUS PROVISIONS

15.1 Notices

Unless otherwise stated herein, all notices, demands or requests required or

permitted under this Agreement shall be in writing and shall be personally delivered or

sent by overnight express mail, courier service or facsimile transmission (with the

original transmitted by any of the other aforementioned delivery methods) addressed as

follows:

If to a BGS-RSCP Supplier:

Notification information for each BGS-RSCP Supplier is set for~ on

Appendix A hereto.

If to the Company to:

Copy to:

or to such other person at such other address as a Party shall designate by like notice to

the other Party. Notice received after the close of the Business Day shall be deemed

received on the next Business Day; provided that notice by facsimile transmission shall

be deemed to have been received by the recipient if the recipient confirms receipt

telephonically or in writing.

15.2 No Prejudice of Rights

The failure of a Party to insist on any one or more instances upon strict
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performance of any provisions of this Agreement, or to take advantage of any of its rights

hereunder, shall not be construed as a waiver of any such provisions or the

relinquishment of any such right or any other right hereunder, which shatl remain in full

force and effect. No term or condition of this Agreement shall be deemed to have been

waived and no breach excused unIess such waiver or consent to excuse is in writing and

signed by the Party claimed to have waived or consented to excuse.

15.3 Assignment

Partiesshall not assign any of their rights or obligations under this Agreement

without obtaining (a) any necessary regulatory approval(s) and (b) the prior written

consent of the non-assigning Party, which consent shall not be unreasonably withheld;

provided that the Company agrees that it shall grant its consent to a proposed assignment

by a BGS-RSCP Supplier if the proposed assignee meets all of the Company’s

creditworthiness requirements then in effect under Article 6 of this Agreement; and

further provided that a BGS-RSCP Supplier wishing to assign its interests hereunder shall

not be obligated to obtain the consent of any other BGS-RSCP Supplier. No assignment

of this Agreement shall relieve the assigning Party of any of its obligations under this

Agreement until such obligations have been assumed by the assignee and all necessary

consents have been obtained. Any assignment in violation of this Section 15.3 shall be

void; provided, however, the Company may assign any or all of its rights and obligations

under this Agreement, without the BGS-RSCP Supplier’s consent, to any entity

succeeding to all or substantially all of the assets of the Company, if such assignee

agrees, in writing, to be bound by all of the terms and conditions hereof and all necessary

regulatory approvals are obtained. The BGS-RSCP Supplier may, with prior written

notice to the Company but without obtaining the approval of the Company, assign the
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accounts, revenues or proceeds under this Agreement to a third party. The Company

agrees that, following receipt of such notice of the assignment of accounts, revenues or

proceeds and such other documentation that the Company may reasonably request, the

Company will pay amounts becoming due to the assigning BGS-RSCP Supplier under

this Agreement directly to the designated assignee; provided, however, that nothing

herein shall enlarge or expand the rights of such designated assignee beyond the fights

granted to the BGS-RSCP Supplier and the right of such designated assignee to receive

payments shall be subject to all defenses, offsets and claims of the Company arising

under this Agreement. The Company further agrees that, in the event necessary

regulatory approvals to effectuate an assignment have been sought in good faith but that

action by the regulatory body is pending, the Company shall accept the performance of

the proposed assignee as a Party to this Agreement, as co-obligor with the Party

proposing to assign its interest, until such approvals are obtained; provided that, in the

event the regulatory body declines to grant its approval (or, in the discretion of the

Company, in the event the application seeking approvai is still pending without action by

the regulatory body after ninety (90) days), the request for approval of the assignment

shall be deemed to have been rejected.

15.4 Governing Law and Venue

To the extent not subject to the jurisdiction of the FERC, questions including

those concerning the formation, validity, interpretation, execution, amendment,

termination and construction of this Agreement shall be governed by the laws of the State

of New Jersey, without regard to principles of conflicts of law. Any lawsuit arising in

connection with this Agreement shall be brought only in the State or federaI courts of

New Jersey.
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15.5

The headings and subheadings contained in this Agreement are used solely for

convenience and do not constitute a part of the Agreement between the Paxfies hereto, nor

should they be used to aid in any manner in the construction of this Agreement.

15.6 Third Party Beneficiaries

This Agreement is intended solely for the benefit of the P~xties hereto including

Customers for which the Company is executing this Agreement as agent. Nothing in this

Agreement shall be construed to create any duty, or standard of care with reference to, or

any liability to, any person not a Party to this Agreement.

15.7 General Miscellaneous Provisions

(a) This Agreement shaI1 not be interpreted or construed to create an

association, joint venture, or partnership between the Parties (or any of them), or to

impose any partnership obligation or liability upon any Party. The obligations of the

BGS-RSCP Suppliers are expressly agreed to be several and not joint. No Party shall

have any right, power, or authority to enter into any agreement or undertaking for, or on

behalf of, or to act as or be an agent or representative of, or to otherwise bind, any other

Party.

(b) Cancellation, expiration or Early Termination of this Agreement shall not

reIieve the Parties of obligations that by their nature survive such cancellation, expiration

or termination, including warranties, remedies, promises of indemnity and

confidentiality.

(c)    Should any provision of this Agreement be held invalid or unenforceable,

such provision shall be invalid or unenforceable only to the extent of such invalidity or

unenforceability without invalidating or rendering unenforceable any other provision
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hereof unless it materially changes the agreement of the Parties.

(d) Each of the Parties acknowledges that it has read this Agreement,

understands it, and agrees to be bound by its terms. This Agreement is intended by the

Parties as a final expression of their agreement. The Parties further agree that this

Agreement is the complete and exclusive statement of agreement and supersedes aI1

proposals (oral or written), understandings, representations, conditions, warranties,

covenants and all other communications between the Parties relatin~ thereto.

15.8 Taxes

All present and future federal, state, municipal or other taxes imposed by any

taxing authority by reason of the provision of BGS-RSCP Supply to BGS-RSCP

Customers by a BGS-RSCP Supplier under this Agreement shall be the liability of the

BGS-RSCP Supplier, except for New Jersey State Sales and Use Taxes, which will be the

Company’s responsibility to collect l~om BGS-RSCP Customers for remittance to the

applicable taxing authority. Should a BGS-RSCP Supplier be required to remit any New

Jersey State Sales and Use Taxes directly to the applicable taxing authority, other than

taxes previously collected by the BGS-RSCP Supplier on behalf of the Company, the

Company wilt defend and indemnify the BGS-RSCP Supplier for such Sales and Use

Taxes and wiIl pay to the BGS-RSCP Supplier all such tax mounts upon demand. Each

BGS-RSCP Supplier shalI pay all such taxes to the applicable taxing authority to the

extent required or permitted by law. If any transaction is exempt from the payment of

any such taxes, the affected BGS-RSCP Supplier will, if requested, provide the Company

with valid tax exemption certificates. Should the Company be required to remit any such

taxes directly to any applicable taxing authority, other than taxes previously collected by

the Company directly frolll a BGS-RSCP Supplier, the BGS-RSCP Supplier will defend
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and indemnify the Company and will pay to the Company all such tax amounts upon

demand.

If new taxes axe imposed on Energy, Capacity, Firm Transmission Service or

A~cilla~ Services after the Effective Date of this Agreement, within forty-five (45) days

of the final adoption of any such new taxes, the Company will notify the BGS-RSCP

Suppliers that such new tax has been adopted, will seek approval from the Board to

collect the new taxes from BGS-RSCP Customers, and will provide the BGS-RSCP

Suppliers with a copy of the Company’s petition seeking such approval fi:om the Board.

Upon receipt of Board approval of the collection of the new taxes from BGS-RSCP

Customers, the BGS-RSCP Supplier will be excused from liability for payment of those

new taxes.

15.9 Changes in Transmission Charges for Firm Transmission Service

(a) If during the term of this Agreement, a filing is made with the FERC to

increase or decrease the charges for Firm Transmission Service, including any charge or

surcharge imposed on customers receiving Firm Transmission Service, or if the charges

for Firm Transmission Service are adjusted pursuant to a FERC-authorized formula rate,

then the following procedures shall apply:

(i)    within forU-five (45) days of the date upon which the rate change

filing or formula rate informational fiiing is made with the FERC, the Company will

notify the BGS-RSCP Suppliers that such rate fiIing has been made, and will seek

approval from the Board to increase or decrease the charges to BGS-RSCP Customers by

the amount of such rate adjustment for Firm Transmission Service; provided that, if the

rate adjustment for the Firm Transmission Service is to the demand component of such

rate, the rate adjustment sought by the Company shall be stated as a dollar per kilowatt-
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hour charge or reduction based on a load factor for transmission service equal to the load

factor for transmission service over the previous twelve (12) months; and fiarther

provided that the Company will provide the BGS-RSCP Suppliers with a copy of the

Company’s petition seeking such approvals from the Board;

(ii) upon receipt of Board approval for the adjustment in the charges to

BGS-RSCP Customers, the Company shall begin collecting the new charges (calculated

with respect to the increase or decrease) from the BGS-RSCP Customers;

(iii) in the event of a decrease in Firm Transmission Service Charges,

the Auction Price shall be deemed to be decreased by the decrease to BGS-RSCP

Customers approved by the BPU;

(iv) in the event of an increase in Firm Transmission Service Charges

the following provisions shall apply: (a) commencing with the date that the Company

begins collecting the rate increase approved by the BPU from the BGS-RSCP Customers,

the Company shall track that portion of the charges to BGS-RSCP Customers comprised

by the increase and shall retain such tracked mounts for the benefit of the BGS-RSCP

Suppliers; (b) upon approval by the FERC, in a Final FERC Order and not subject to

refund, of a proposed increase in charges for Finn Transmission Service, or at such time

as an annual adjustment to the charges for Firm Transmission Service becomes effective

pursuant to the applicable FERC-authorized formula rate, the following shall occur: (A)

the Auction Price shall be deemed to be increased by the increase to BGS-RSCP

Customers approved by the BPU; and (B) the Company shall promptly pay each BGS-

RSCP Supplier, in proportion to its BGS-RSCP Supplier Responsibility Share, the

amotmts tracked and retained for the benefit of BGS-RSCP Suppliers during the term of

this Agreement; provided, however, that in the event only a proportion of the increased
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charge for Firm Transmission Service is approved by FERC, in a Final FERC Order and

not subject to refund, the Auction Price shall be increased only by that portion of the

increase approved by the FERC and the BGS-RSCP Suppliers shall be paid only that

portion of the tracked and retained amounts associated with the portion of the increase

approved by the FERC; and further provided that in the event FERC approves less than

the entirety of the increased charge or rejects the increase in its entirety, all amounts

tracked and retained by the Company for the benefit of the BGS-RSCP Suppliers

associated with the rejected increase for Firm Transmission Service (or the rejected

portion of the increase for Firm Transmission Service), shall be credited by the Company

against furore rates paid by BGS-RSCP Customers and the BGS-RSCP Suppliers shall

have no right in or to such amounts. The Company will pay simple interest on amounts

tracked and retained hereunder, calculated at the lower of the Interest Index or six (6)

percent per annum; and

(v) Nothing herein shall prevent or restrict the participation of the

Company or the BGS-RSCP Suppliers in any FERC or judicial proceedings associated

with any proposed increase or decrease in charges for Firm Transmission Service or any

FERC or judicial proceedings associated with any formula rate adjustment, in sponsoring,

supporting, opposing, challenging or otherwise addressing such increases, decreases, or

adjustments.

(b) If, prior to the Effective Date of this Agreement, a filing is made with the

FERC to increase or decrease the charges for Firm Transmission Services, including any

charge or stwcharge imposed on customers receiving Firm Transmission Services, and the

Company seeks the approval of the BPU to increase or decrease the rates charged to

BGS-RSCP Customers by the amount of such increase or decrease for Firm Transmission
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Services, then the following procedures shall apply:

(i)    upon receipt of Board approval for the increase or decrease in the

rates charged to BGS-RSCP Customers, the Company shall begin collecting the new rate

(calculated with respect to the increase or decrease) from the BGS-RSCP Customers;

(ii) in the event of a rate decrease, the Auction Price shall be deemed

to be decreased by the rate decrease to BGS-RSCP Customers approved by the BPU;

(iii) in the event of a rate increase the following provisions shall apply:

(a) commencing with the later of (x) the date that the Company begins collecting the rate

increase approved by the BPU from the BGS-RSCP Customers or (y) June 1, 2019 if the

Company begins collecting the rate increase approved by the BPU fi:om the BGS-RSCP

Customers prior to Jtme I, 2019, the Company shall track that portion of the rates

charged to BGS-RSCP Customers comprised by the rate increase and shall retain such

tracked amounts for the benefit of the BGS-RSCP Suppliers; (b) upon approval by the

FERC, in a Final FERC Order and not subject to refund, of the proposed increase in

charges for Firm Transmission Service, the following shall occur: (A) the Auction Price

shall be deemed to be increased by the increase in charges to BGS-RSCP Customers

approved by the BPU; and (B) the Company shall promptly pay each BGS-RSCP

Supplier, in proportion to its BGS-RSCP Supplier Responsibility Share, the amounts

tracked and retained for the benefit of BGS-RSCP Suppliers drying the term of this

Agreement; provided, however, that in the event only a proportion of the proposed

increase in charges for Firm Transmission Service is approved by FERC, in a Final

FERC Order and not subject to refund, the Auction Price shall be increased only by that

portion of the proposed increase approved by the FERC and the BGS-RSCP Suppliers

shall be paid only that portion of the tracked and retained mounts associated with the
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increase approved by the FERC; and ft~her provided that in the evem FERC approves

less than the entirety of the proposed increase or rejects the proposed increase in its

entirety, all amom~ts tracked and retained by the Company for the benefit of the BGS-

RSCP Suppliers associated with the rejected increase in charges for Firm Transmission

Service (or the rejected portion of the proposed increase in charges for Firm

Transmission Service), shall be credited by the Company against future rates paid by

BGS-RSCP Customers and the BGS-RSCP Suppliers shall have no right in or to such

amounts. The Company will pay simple interest on amounts tracked and retained

hereunder, calculated at the lower of the Interest Index or six (6) percent per annum; and

(iv) Nothing herein shall prevent or restrict the participation of the

Company or the BGS-RSCP Suppliers in any FERC or judicial proceedings associated

with any proposed increase or decrease in charges for Firm Transmission Service, in

sponsoring, supporting, opposing, challenging or otherwise addressing such proposed rate

increases or decreases.

(c) In the event that, at the beginning of the term of this Agreement, PJM

Transmission Charges include charges approved by FERC subject to refund without a

Final FERC Order and such charges are being collected from BGS-RSCP Customers

pursuant to BPU approval, these charges will be treated as rate increases pursuant to

subsection 15.9(a)(iv) of this Agreement.

(d) Nothing herein to the contrary withstanding, in the event that the

Company, in the exercise of its good faith judgment, cannot determine whether, or the

extent to which, a filing at the FERC seeking a change in charges (including a filing

seeking a change in rate design) for Firm Transmission Service, should be considered an

increase or decrease in rates for the purposes of the preceding paragraphs, the Company
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may seek a ruling requesting such a determination from the BPU within ten (10) Business

Days of the filing at the FERC. The Company shall thereafter implement the rate

increase or rate decrease for Firm Transmission Service, if any, through an appropriate

adjustment in the Auction Price in accordance with the directives of the BPU in its order.

15.10 Use of the Word "Including"

The word "including", when following any general statement or term, is not to be

construed as limiting the general statement or term to the specific items or matters set

forth or to similar items or matters, but rather as permitting the general statement or term

to refer to all other items or matters that could reasonably fall within its broadest possible

scope.

15.11 Federal Acquisition Regulation

If any of the following clauses prescribed by the Federal Acquisition Regulation

("FAR"), 48 Code of Federal Regulations Chapter 1, should be deemed to apply to this

Agreement, the BGS-RSCP Supplier shall comply with the requirements of such

clause(s), and shall include the terms or substance of such clause(s) in its subcontracts, as

and to the extent required by the FAR:

1)

2)

3)

4)

Clean Air and Water: §52.223-2;

Contract Work Hours and Safety Standards Act-Overtime Compensation:

§52.222-4;

Equal Opportunity: §52.222-26;

Affirmative Action for and Employment Reports on Special Disabled and

Vietnam Era Veterans: §52.222-35 and §52.222-37;

Aftinnative Action for Handicapped Workers: §52.222-36;
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6) Utilization of Small Business Concerns and Small Disadvantaged

Business Concerns and Small Business and Small Disadvantaged Business

Subcontracting Plan: §52.219-8 and §52-219-9.

In case of a conflict between the provisions of the FAR and the balance of this

Agreement, the requirements of the FAR shall prevail.

15.12 Binding Terms

This Agreement and the rates, ternas and conditions herein shaI1 remain in effect

for the entire term hereof and each Party (including the Company acting on behalf of

Customers) agrees not to seek any change to such rates, terms and conditions pursuant to

the FPA, if the FPA is deemed to have jt~sdiction over this Agreement, including on the

grounds that they are not just and reasonable.

15.13 Amendment

This Agreement, including the appendices hereto, cannot be amended without the

written agreement of all Parties and the approval of the Board prior to such amendment

becoming effective.

15.14 Counterparts

This Agreement may be executed in counterparts, each of which will be

considered an original, but all of which shall constitute one instrument.
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IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be

executed by their duly authorized representatives as of the date first set forth above.

ATFEST:

By:

[SUPPLIER SIGNATUI~S APPEAR ON SUCCEEDING PAGES]

77



APPEI~IX A TO BGS-RSCP SUPPLIER MASTER AGREEMENT,
DATED __., 2019,

BY AND BETWEEN
AND THE BGS-RSCP SUPPLIERS

BGS Supplier Auction Price
(C/kWh)

BGS Supplier
l~esponsibility Share

Address for Notice

The address for any notice to                provided pursuant to Section 6.8 and
15.1 of the BGS-RSCP Supplier Master Agreement shall be the 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-RSCP SUPPLIER MASTER AGREEMENT,
DATED __., 2019,

BY AND BETWEEN
AND THE BGS-RSCP SUPPLIERS

Seasonal Billing Factor

The Seasonal Billing Factor is as follows:

June through September:

October through May:
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Schedule for ICRT

MONTH

FEB. 2019
MAR. 2019
APR. 2019
MAY 2019
JLrNE 2019
JULY 2019
AUG. 2019
SEPT. 2019
OCT. 2019
NOV. 2019
DEC. 2019
JAN. 2020
FEB. 2020
MAR. 2020
APR. 2020
MAY 2020
JUNE 2020
JULY 2020
AUG. 2020
SEPT. 2020
OCT. 2020
NOV. 2020
DEC. 2020
JAN. 2021
FEB. 202t
MAR. 2021
APR. 2021
MAY 2021
JUNE 2021
JULY 2021
AUG. 2021
SEPT. 2021
OCT. 202i
NOV. 2021
DEC. 2021
JAN. 2022
FEB. 2022
MAR. 2022
APR. 2022
MAY 2022

36-MONTH BGS-RSCP
($!tranehe)
2,400,000
2,400,000
2,400,000 ......................
2,400,000
2,400,000. ............
2,400,000
2,400,000
2,000,000
2,000,000
2,000,000
1,900,000 ..
1,900,000
1,9...o0,ooo
1,800,000
17800,000
1,800,000 ............
1,650,000
!,650~000
1,650,000

..... ~..,400,000

1,400,000 ...........
1,400,000

....1.,300,000
1,300,000
1,300,000
!,2,00,000
1,200,000 ......................
1,200,000
~,ooo,ooo
t,000,000
1,000,000
85o,0,,o~ ........
850,000
850,000
650,000
650,000
~5,,~,ooo
400,000
400,000
4oo,ooo
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MtM Exposure Amount Calculation Information:

Table 1 contains the illustrative marks1 for each month of the BGS-RSCP auction period.

Monthly marks (example only, to be updated in January 2019) are provided for June

2019 through May 2022. For the months, two-month blocks,2 or quarterIy blocks2 where

broker3 quotes are available, broker quotes wilI be used for those months. For all the

remaining months the EDCs will use a proprietary method that reflects forward market

conditions.

The method described above will be employed from __, 2019 through __, 2019.

From ~., 2019 through the day of the close of the BGS-RSCP Auction, only the

months for which a monthly, a two-month block or a quarterly block quote is available

will be updated. The mark for each Billing Month is the mark that was calculated on the

date that the BGS-RSCP Auction closes and will not change over the life of the contract.

After the close of the BGS-RSCP Auction Forward Market Prices will change. In

addition, the on-peak and off-peak loads used to calculate the MtM Exposure Amount

wilI be adjusted monthly to reflect the most current information.

Forward Market Prices for the months, two-month blocks or quarterly blocks where at

least two broker quotes are available will be equal to the broker quotes. In case quotes for

a component of a block and for the block are both available, the EDCs reserve the right

not to use both the component of a block and the block if they are inconsistent with each

other. However, when this inconsistency occurs the EDC must use either the component

or the block. Forward Market Prices for the months, two-month blocks or quarterly

blocks where broker quotes are unavailable will be equal to the last available broker

quotes or in case they have not been quoted on the broker sheets since the BGS-RSCP

Auction closed, they will be equal to the marks set at the close of the BGS-RSCP

Illustrative marks represent PJM Westem Hub on-peak prices.
For two-month and quarterly blocks for which the average for the block and a component of the block
are both quoted, the component wilt be equal to its quoted price and the other months in the block wiII be
constructed so that the weighted average (weighted by on-peak hours in each month) of the block equals
the quote for the block; e.g., Q4 2019 = $50 and Oct 2019 = $40; therefore, Oct 2019 = $40 and Nov-Dee
2019 = $55 ($50"(336+336+368)-$40"336)/(336+368)=$54.77. If only the block is quoted, that price
will be used for all relevant months; e.g., Jan/Feb 2020 = $35, then Jan 2020 = $35 and Feb 2020 = $35.
The term broker as used in this Agreement encompasses both independent brokers or exchanges active in
the energy market.
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Auction.

MtM Calculation Example

Parameters

On the closing day of the auction, the following parameters are set

1. The expected On-Peak Load per tranche for each EDC.
2. The expected Off-Peak Load per tranche fbr each EDC.
3. Atable of monthly on-peak forward prices (to be used as the inception price

"mark" for each month of the supply period).
4. A table of monthly historical on-and off-peak energy prices to determine the ratio

of off-peak price to on-peak prices.

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

ALL ENERGY P~CES ARE BASED ON THE PJM WESTERN HUB.
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EXAaMPLE
Table I - Initial Data
Broker Sheets (Quotes from Auction Closing Day)

Broker Bid/Offer
Broker 1 Bid
Broker 1 Offer
Broker 2 Bid
Broker 2 Offer
Broker 3 Bid
Broker 3 Offer
Average Mid

Jun-19 Jul-19 Sep-19 Oct-19 Nov-19

Broker Bid/Offer
Broker 1 Bid
Broker 1 Offer
Broker 2 Bid
Broker 2 Offer
Broker 3 Bid
Broker 3 Offer

, Average Mid

Dec-19 Jan-20 Feb-20 Mar-20 Apt-20 May-20

Table 2 - Example of Historical Energy Prices, and ratio of Off-Peak to On-Peak
Price
Broker Sheets (Quotes from Auction Closing Day)

Month

January
February
March
April
May
June
July
August
September
October
November
December

Historical Average Price Historical Ratio of Off-Peak to On-Peak
Price
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Table 3 - Data set on the Closing Day of the Auction Energy (MWh/tranche)

On-Peak Off-Peak On-Peak Off-Peak
Volume1 Volume2 Price3 Price4

Jun-19
Jul-i9
Aug-19
Sep-19
Oct-19
Nov-19
Dec-19
Jan-20
Feb-20
Mar-20
Apr-20
May-20
Jun-20
Jul-20
Aug-20
Sep-20
Oct-20
Nov-20
Dec-20
Jan-21
Feb-21
Mar-21
Apt-21
May-21
Jun-21
Jul-21
Aug-2 I
Sep-21
O ct-21
Nov-21
Dec-21
Jan-22
Feb-22
Mar-22
Apr-22
May-22

On-peak and off-peak volumes will be adjusted monthly.
On-peak and off-peak volumes will be adjusted monthly.
Forward price (if available). If not available, adjusted historical average price will be used.
On-peak price multiplied by the historical off-peak/on-peak ratio.
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Table 4 - Data on Day i of the Supply Period

Broker sheets on day 1 of the Supply Period

Broker Bid/Offer
Broker 1 Bid
Broker 1 Offer
Broker 2 Bid
Broker 2 Offer
Broker 3 Bid
Broker 3 Offer
Average Mid

Jun-19 Jul-19 Sep-19 Oct-19 Nov-19

Broker Bid/Offer
Broker 1 Bid
Broker 1 Offer
Broker 2 Bid
Broker 2 Offer
Broker 3 Bid
Broker 3 Offer

Mid

Dec-19 Jan-20 Feb-20 Mar-20Apr-20. ,. May-20

Note: For a monthly forward price from a broker to be included, both bid and offer must
be available.
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Table 5 - Data set on the Closing Day of the Auction
Energy ~Wh/tranche)

Jun-19
Jul-19
Aug-19
Sep-19
Oct- 19
Nov-19
Dec-19
Jail-20
Feb-20
Mar-20
Apr-20
May-20
Jun-20
Jul-20
Aug-20
Sep-20
Oct-20
Nov-20
Dec-20
Jan-21
Feb-21
Mar-21
Apt-21
May-21
Jun-21
Jul-21
Aug-21
Sep-21
Oct-21
Nov-21
Dec-21
Jan-22
Feb-22
Mar-22
Apr-22
May-22

On-Peak Off-Peak
Load per Load per Inception Current Change in Change in

Tranche Tranche On-Peak Day On- On-Peak Off-Peak
Price    Peak Price    Price      Pricel

(MWh) (MWh)

Total

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

MtM

Change in on-peak price multiplied by ratio of off-peak price to on-peak price.
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APPENDIX C TO BGS-RSCP SUPPLIER MASTER AGREEMENT,
__, 2019,

BY AND BETWEEN
AND THE BGS-RSCP SUPPLIERS

Sample BGS-RSCP Letter of Credit

Letter of Credit No.

(Date)

To: [One of the following:
Atlantic City Electric Company or Jersey Central Power & Light Company or Public
Service Electric and Gas Company or Rockland Electric Company]
("Benefieiar2.")
Attention:                        .[name, title, address]

1. We hereby establish in your favor this irrevocable transferable Letter of Credit (this

"Letter of Credit") for the account of

in the amount of $

sight upon demand at our counters at

(the "Aoolicant"),

., effective immediately and available to you at

(Location). This Letter

of Credit shall expire 364 days from date of issuance, unless terminated earlier or

otherwise extended in accordance with the provisions hereof. It is a condition of this

Letter of Credit that it shall be deemed automatically extended, without amendment,

for additional period(s) of 364 days from the expiry date hereof, or any future

expiration date unless at least ninety (90) days before its current expiration date, we

send notice to you in writing by registered mail or overnight courier at the address

above, ATTN.: [Title] and to the Applicant, that we do not intend to extend this

Letter of Credit.

This Letter of Credit is issued at the request of the Applicant, and we hereby

irrevocably authorize you to draw on us, in accordance with the terms and conditions

hereof, up to the maximum amount of this Letter of Credit, subject to reduction as
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provided in Paragraph 11 hereof. This Letter of Credit may be drawn upon an Event

of Default under the BGS-RSCP Supplier Master Agreement(s) between the

Applicant and you, dated and the BGS-CIEP Supplier Master

Agreement(s) between the Applicant and you, dated

A partial or f-~l drawing hereunder may be made by you on any Business Day on or

prior to the expiration of this Letter of Credit by delivering, by no later than 11:00

A.M. (New York, NY time~) on such Business Day to

(Bank), (address), (i) a notice executed by you in

the form of Annex t hereto, appropriately completed and duly signed by your

Authorized Officer and (ii) your draft in the form of Annex 2 hereto, appropriately

completed and duly signed by your Authorized Officer. Authorized Officer shall

mean President, Treast~er, any Vice President or any Assistant Treasurer.

We hereby agree to honor a drawing hereunder made in compliance with the terms

and provisions of this Letter of Credit by transferring in immediately available funds

the amount specified in the draft delivered to us in connection with such drawing to

such account at such bank in the United States as you may specify in your draft

delivered to us pursuant to Paragraph 3 hereof, by 3:00 P.M. (New York, NY time)

on the date of such drawing, if delivery of this requisite document is made prior to

11:00 AM (New York, NY time) on a Business Day pursuant to Paragraph 3 herein

above, but at the opening of business on the first Business Day next succeeding the

date of such drawing if delivery of the requisite document is made on or after 11:00

If the issuer of the Letter of Credit is located in an area that is not in the Eastern time zone, this time and
all other times in this Letter of Credit, and the definition of a Business Day should be adjusted
accordingly.
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AM (New York, NY time) on any Business Day pursuant to Paragraph 3 herein

above.

5. If a demand for payment made by you hereunder does not, in any instance, conform

to the terms and conditions of this Letter of Credit, we shall give you prompt notice

(not exceeding three (3) Business Days following the date of receipt of the

documents) that the demand for payment was not effected in accordance with the

terms and conditions of this Letter of Credit, stating the reasons that the demand for

payment was not effected in accordance with such terms and conditions, and that we

will upon your instructions hold any documents at your disposal or return the same to

you. Upon being notified that the demand for payment was not effected in

conformity with this Letter of Credit, you may attempt to correct any such non-

conforming demand for payment to the extent that you are entitled to do so, provided,

however, in such event a conforming demand for payment must be timely made in

accordance with the terms of this Letter of Credit.

6. This Letter of Credit shall automatically terminate and be delivered to us for

cancellation on the earliest of (i) the making by you of the drawings in an amount

equal to the maximum amount available to be made hereunder, (ii) the date we

receive from you a Certificate of Expiration in the form of Annex 3 hereto, or (iii) the

above-stated expiration date hereof.

7. As used herein:

"Business Day" shall mean any day on which commercial banks are not authorized or

required to close in New York, New York and any day on which payments can be

effected on the Fedwire system.
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8. This Letter of Credit is transferable one or more times, but in each instance only to a

single transferee for the full amount available to be drawn under the Letter of Credit

at the time of such transfer. Such transfer shall be effected by us upon yot~

submission of this Letter of Credit including all amendments, if any, accompanied by

the Letter of Full Transfer substantially in the form of Annex 4. This Letter of Credit

may not be transferred to any person with which the United States are prohibited from

doing business under the United States Foreign Assets Control Regulations or other

applicable United States laws and regulations. Except for such transfer, this Letter of

Credit may not otherwise be amended or modified without consent from us, you and

the Applicant, and except as otherwise expressly stated herein, is subject to the

Uniform Customs and Practice for Documentary Credits - 2007 Revision, ICC

Publication No. 600, or any successor publication thereto (the "UCP"). Any and all

transfer fees, expenses and costs shall be borne by the Applicant. This Letter of

Credit shall, as to matters not governed by the UCP, be governed and construed in

accordance with New York law, without regard to principles of conflicts of law.

9. This Letter of Credit sets forth in full ottr undertaking, and such undertaking shall not

in any way be modified, amended, changed, amplified or limited by reference to any

document, instrument or agreement referred to herein, except for Annexes 1 through

4hereto and Ne notices referred to herein; and any such reference shall not be

deemed to incorporate herein by reference any document, instrument or agreement

except as set forth above.

10. We ("Bartk") certify that as of

(date) our senior unsecured debt is rated "A" or better by S&P GlobaI Ratings
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("S&P") if rated by S&P or "A2" or better by Moody’s Investors Service Inc.

("Moody’s") if rated by Moody’s. We hereby certify that our senior unsecured debt

is rated by at 1east one of S&P and Moody’s.

1I. The amount which may be drawn by you under this Letter of Credit shall be

automatically reduced by the amount of any drawings paid through us referencing this

Letter of Credit No. __. Partial drawings are permitted hereunder.

12. Faxed document(s) are acceptable. Presentation by fax must be made to fax number

confirmed by telephone to

13. In the event of act of God, riot, civil commotion, insurrection, war, terrorism or by

any strikes or lock outs, or any cause beyond our control, that interrupts our business,

and causes the ptace for presentation of this Letter of Credit to be closed for business

on the last day of presentation, the expiration date of this Letter of Credit shall be

automatically extended without amendment to a date thirty (30) calendar days after

the place for presentation reopens for business.

14. This original Letter of Credit has been sent to [name, titte, address]

, the Beneficiary above (as per Applicant’s instructions). The

aggregate amount paid to the Beneficiary during the validity of this Letter of Credit

will not exceed the amount of this Letter of Credit. Any demands or communications

in the form of the attached Annexes or other cormnunications directed to us under this

Letter of Credit must be signed by an Authorized Officer of the Beneficiary.

Acceptance or rejection of any amendments to this Letter of Credit must be signed by

an Authorized Officer of the Beneficiary.
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Very truly yours,

(Bank)

By:
Name:
Title:

By:
Name:
Title:
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Annex 1 to Letter of Credit

DRAWING L~DER LETTER OF CREDIT NO.

,20

To: (Bank)
(Address)

Attention: Standby Letter of Credit Unit

Ladies and Gentlemen:

The undersigned is making a drawing under the above-referenced Letter of Credit in
the amount specified below and hereby certifies to you as follows:

1.    Capitalized terms used herein that are defined herein shall have the meanings
ascribed thereto in the Letter of Credit.

2. Pursuant to Paragraph 2 of the Letter of Credit No. .,
dated ,20._, the undersigned is entitled to make a drawing under the Letter
of Credit in the amount of $          , inasmuch as there is an Event of Default under
any BGS Supplier Master Agreement between the Applicant and us.

3. The undersigned acknowledges that, upon your honoring the drawing herein
requested, the amount of the Letter of Credit available for drawing shall be automatically
decreased by an amount equal to this drawing.

Very truly yours,

(Beneficiary)

By
Name:
Title:
Date:

(Applicant Name)
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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: ~eneficiary)

Attn:

For credit to the account of

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

(B k)
(Address)

(Beneficiary)

By
Name:
Title:
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Annex 3 to Letter of Credit

CERTIFICATE OF EXPIRATION
OF LETTER OF CREDIT NO.

To: (Bank)
(Address)

Attention: Standby Letter of Credit Unit

Ladies and Gentlemen:

The undersigned hereby certifies to you that the above referenced Letter of Credit
may be cancelled without payment. Attached hereto is said Letter of Credit, marked
cancelled.

(Beneficiary)
By:
Name:
Title:
Date:

(Applicant Name)
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Annex 4 to Letter of Credit

LETTER OF FULL TRANSFER

., 20__

Bank

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

For value received, the undersigned Beneficiary hereby irrevocabIy transfers to:

(Name of Transferee)

(Address)

all rights of t~e undersigned Beneficiary to draw under the above Letter of Credit in its
entirety.

By this transfer, all rights of the undersigned Beneficiary in such Letter of Credit are
transferred to the transferee and the transferee shall have the sole rights as beneficiary
thereof, including sole rights relating to any amendments whether increases or extensions
or other amendments and whether now existing or hereafter made. All amendments are
to be advised direct to the transferee without necessity of any consent of or notice to the
undersigned Beneficiary.

The original of such Letter of Credit is returned herewith, and we ask you to endorse the
transfer on the reverse thereof, and forward it direct to the transferee with your customary
notice of transfer.

Enclosed is remittance in the amotmt of $        in payment of your transfer
commission and in addition we agree to pay to you on demand any expenses that may be
incurred by you in connection with this transfer.

Transfer Commission Charges
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SIGNATURE AUTHENTICATED
The signatory/ies of this concern
is/are authorized to withdraw
corporate funds.

(BA~K)

(Authorized Signature)

SIGNATURE AUTHENTICATED
The signatory/ies of this concern
is/are authorized to withdraw
corporate funds.

0~ANK)

(Authorized Signature)

Yours very truly,

Signature of Beneficiary

Signature of Transferee
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APPENDIX D TO BGS-RSCP SUPPLIER MASTER AG~EMENT,
DATED ~, 2019,

BY AND BETWEEN
AND THE BGS-RSCP SUPPLIERS

Guaranty

GUARANTY (this "Guaranty"), dated as of__, 2019, made by                 (the
"Guarantor"), a corporation organized and existing under the laws of

in favor of~ (the "Guaranteed Party"), a corporation organized
and existing under the laws of the State of New Jersey.

Terms not defined herein take on the meaning given to them in the BGS-RSCP Supplier
Master Agreement(s) dated       and/or the BGS-CIEP Supplier Master Agreement(s)
dated       (the "Agreements"). Guarantor enters into this Guaranty in consideration
of, and as an inducement for Guaranteed Party having entered into or entering into the
"Agreements" with                          [Name], a
[State] corporation (the "BGS Supplier"), which may involve the extension of credit by
the Guaranteed Party. Guarantor, subject to the terms and conditions hereof, hereby
unconditionally and absolutely guarantees to the Guaranteed Party the full and prompt
payment when due, subject to an applicable grace period and upon demand in writing
from the Guaranteed Party to the Guarantor’s attention at the address for Guarantor set
forth in Section 11 hereof of any and all amounts payable by the BGS Supplier to the
Guaranteed Party arising out of the Agreement(s), and,

The Guarantor, as primary obligor and not merely as surety, hereby irrevocably and
unconditionally guarantees the full and prompt payment when due (whether by
acceleration or otherwise) of the principal and interest on any sums due and payable
by the BGS Supplier as a result of an Event of Default under the Agreement(s)
(including, without limitation, indemnities, damages, fees and interest thereon,
pursuant to the terms of the Agreement(s)). Notwithstanding anything to the contrary
herein, the maximum aggregate liability of the Guarantor under this Guaranty shall
Option 1 [in no event exceed                 .] Option 2 [in no event exceed the
lesser of [the credit limit amount] or the sum of the Total Exposures Amounts under
the Agreement(s).] All such principal, interest, obligations and liabilities,
collectively, are the "Guaranteed Obligations". This Guaranty is a guarantee of
payment and not of collection.

The Guarantor hereby waives diligence, acceleration, notice of acceptance of this
Guaranty and notice of any liability to which it may apply, and waives presentment
and all demands whatsoever except as noted herein, notice of protest, notice of
dishonor or nonpayment of any such liability, suit or taking of other action by any
Guaranteed Party against, and any other notice to, any party liable thereon (including
the Guarantor or any other guarantor), filing of claims with a court in the event of the
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insolvency or banlmaptcy of the BGS Supplier, and any right to require a proceeding
first against the BGS Supplier.

The Guaranteed Party may, at any time and from time to time, without notice to or
consent of the Guarantor, without incurring responsibility to the Guarantor and
without impairing or releasing the obligations of the Guarantor hereunder, upon or
without any terms or conditions: (i) take or refrain from taking any and all actions
with respect to the Guaranteed Obligations, any Document or any person (including
the BGS Supplier) that the Guaranteed Party determines in its sole discretion to be
necessaxy or appropriate; (ii) take or refrain from taking any action of any kind in
respect of any security for any Guaranteed Obligation(s) or liability of the BGS
Supplier to the Guaranteed Party; or (iii) compromise or subordinate any Guaranteed
Obligation(s) or liability of the BGS Supplier to the Guaranteed Party including any
security for such Guaranteed Obligation(s) or liability of the BGS Supplier to the
Guaranteed Party.

Subject to the terms and conditions hereof, the obligations of the Guarantor under this
Guaranty are absolute and unconditional and, without limiting the generality of the
foregoing, shall not be released, discharged or otherwise affected by: (i) any
extension, renewal, settIement, compromise, waiver, consent, discharge or release by
the BGS Supplier concerning any provision of the Agreement(s) in respect of any
Guaranteed Obligations of the BGS Supplier; (ii) the rendering of any judgment
against the BGS Supplier or any action to enforce the same; (iii) the existence, or
extent of, any release, exchange, surrender, non-perfection or invalidity of any direct
or indirect security for any of the Guaranteed Obligations; (iv) any modification,
amendment, waiver, extension of or supplement to any of the Agreement(s) or the
Guaranteed Obligations agxeed to from time to time by the BGS Supplier and the
Guaranteed Party; (v) any change in the corporate existence (including its
constitution, laws, rules, regulations or powers), structure or ownership of the BGS
Supplier or the Guarantor, or any insolvency, bankruptcy, reorganization or other
similar proceedings affecting the BGS Supplier or its assets, the Guarantor or any
other guarantor of any of the Guaranteed Obligations; (vi) the existence of any claim,
set-off or ot~er rights which the Guarantor may have at any time against the BGS
Supplier, the Guaranteed Party or any other corporation or person, whether in
connection herewith or in connection with any unrelated transaction; provided that
nothing herein shall prevent the assertion of any such claim by separate suit or
compulsory counterclaim; (vii) the invalidity, irregularity or unenforceability in
whole or in part of the Agreement(s) or any Guaranteed Obligations or any
instrument evidencing any Guaranteed Obligations or the absence of any action to
enforce the same, or any provision of applicable taw or regulation purporting to
prohibit payment by the BGS Supplier of amounts to be paid by it under the
Agreement(s) or any of the Guaranteed Obligations; and (viii) except for a failure to
comply with any applicable statute of limitations, any other act or omission to act or
delay of any kind of the BGS Supplier, any other guarantor, the Guaranteed Party or
any other corporation or person or any other event, occurrence or circumstance
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whatsoever which might, but for the provisions of this paragraph, constitute a legal or
equitable discharge of the Guarantor’s obligations hereunder.

The Guarantor hereby irrevocably waives (a) any right of reimbursemem or
contribution, and (b) any right of salvage against the BGS Supplier of any collateral
security or guaranty or right of offset heId by the Guaranteed Party.

The Guarantor will not exercise any rights, which it may acquire by way of
subrogation until all Guaranteed Obligations to the Guaranteed Party pursuant to the
Agreement(s) have been paid in full.

Subject to the terms and conditions hereof, this Guaranty is a continuing one and all
liabilities to which it applies or may apply under the terms hereof shall be
conclusively presumed to have been created in reliance hereon. Except for a failure
to comply with any applicable statute of limitations, no failure or delay on the part of
the Guaranteed Party in exercising any right, power or privilege hereunder, and no
course of dealing between the Guarantor and the Guaranteed Party, shall operate as a
waiver thereof; nor shall any single or partial exercise of any right, power or privilege
hereunder preclude any other or further exercise thereof or the exercise of any other
right, power or privilege. The rights, powers and remedies herein expressly provided
are cttmulative and not exclusive of any rights, powers or remedies, which the
Guaranteed Party would otherwise have. No notice to or demand on the Guarantor in
any case shall entitle the Guarantor to any other or further notice of demand in similar
or other circumstances or constitute a waiver of the rights of the Guaranteed Party to
any other or further action in any circumstances without notice or demand.

This Guaranty shall be binding upon the Guarantor and upon its successors and
assigns and shall inure to the benefit of and be enforceable by the Guaranteed Party
and its successors and assigns; provided, however, that the Guarantor may not assign
or transfer any of its rights or obligations hereunder without the prior written consent
of the Guaranteed Party. The assignment rights of the Guaranteed Party will be in
accordance with the terms of the underlying Agreement(s).

9. Neither this Guaranty nor any provision hereof may be changed, waived, discharged
or terminated except upon written agreement of the Guaranteed Party and the
Guarantor.

10. The Guarantor agrees that its liabiIity as guarantor shali continue and remain in fulI
force and effect in the event that atI or any part of any payment made hereunder or
any obligation or liability guaranteed hereunder is recovered (as a fraudulent
conveyance, preference or otherwise) rescinded or must otherwise be reinstated or
returned due to bankruptcy or insolvency laws or otherwise.

I 1. All notices and other communications hereunder shall be made at the addresses by
hand delivery, by the next day delivery service effective upon receipt or by certified
mail return receipt requested (effective upon scheduled weekday delivery day) or
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facsimile (effective upon receipt of evidence, including facsimile evidence, that
facsimile was received)

If to the Guarantor:
[To be completed]

If to the Guaranteed Party:
[To be completed]

12. tf claim is ever made upon the Guaranteed Party for repayment or recovery of any
amount or amounts received in payment or on account of any of the Guaranteed
Obligations and the Guaranteed Party repays all or part of such amount by reason of
(a) any judgment, decree or order of any court or administrative body having
jurisdiction over such payee or any of its property, or (b) any settlement or
compromise of any such claim effected by such payee with any such claimant
(including the Guarantor), then and in such event the Guarantor agrees that any such
judgment, decree, order, settlement or compromise shall be binding upon it,
notwithstanding any revocation hereof or the cancellation of the Agreement(s) or
other insmmaent evidencing any liability of the Guarantor, and the Guarantor shall be
and remain liabIe to the Guaranteed Party hereunder for the amount so repaid or
recovered to the same extent as if such amount had never originally been received by
any such payee.

13. The Guarantor hereby certifies that it satisfies the Mininmm Rating as defined in the
Agreement(s).

14. This Guaranty shall remain in full force and effect until all Guaranteed Obligations
have been fully and finally performed, at which point it will expire. The Guarantor
may terminate this Guaranty upon thirty (30) days prior written notice to the
Guaranteed Party which termination shall be effective only upon receipt by the
Guaranteed Party of alternative means of security or credit support, as specified in the
Agreement(s) and in a form reasonably acceptable to the Guaranteed Party. Upon the
effectiveness of any such expiration or termination, the Guarantor shall have no
further liability under this Guaranty, except with respect to the Guaranteed
Obligations entered into prior to the time the expiration or termination is effective,
which Guaranteed Obligations shall remain guaranteed pursuant to the terms of this
Guaranty until finally and fully performed.

15. The Guarantor represents and warrants that: (i) it is duly organized and validly
existing under the laws of the jurisdiction in which it was organized and has the
power and authority to execute, deliver, and perform this Guaranty; (ii) no
authorization, approval, consent or order of, or registration or filing with, any court or
other govenunental body having jurisdiction over the Guarantor is required on the
part of the Guarantor for the execution, delivery and performance of this Guaranty
except for those already made or obtained; (iii) this Guaranty constitutes a valid and
legally binding agreement of the Guarantor, and is enforceable against the Guarantor,
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except as the enforceability of this Guaranty may be limited by the effect of any
applicable bankruptcy, insolvency, reorganization, moratorium or similar laws
affecting creditor’s rights generally and by general principles of equity; and (iv) the
execution, delivery and performance of this Guaranty by the Guarantor have been and
remain duly authorized by all necessary corporate or comparable action and do not
contravene any provision of its                    [insert appropriate corporate
organizational document, such as Declaration of Trust, Limited Liability Agreement,
Articles of Incorporation or by-laws] or any law, regulation or contractual restriction
binding on it or its assets.

t6. This Guaranty and the rights and obligations of the BGS Supplier and the Guarantor
hereunder shall be construed in accordance with and governed by the laws of the
State of New Jersey. The Guarantor and Guaranteed Party jointly and severally agree
to the exclusive jt~sdiction of State and federal courts located in the State of New
Jersey over any disputes arising or relating to this Guaranty and waive any objections
to venue or inconvenient forum. The Guarantor and Guaranteed Party each hereby
irrevocably waive any and all rights to trial by jury with respect to any legal
proceeding arising out of or relating to this Guaranty.

17. This writing is the complete and exclusive statement of the terms of this Guaranty and
supersedes all prior oral or written representations, understandings, and agreements
between the Guaranteed Party and the Guarantor with respect to subject matter
hereof. The Guaranteed Party and the Guarantor agree that there are no conditions to
the full effectiveness of this Guaranty.

18. Every provision of this Guaranty is intended to be severable. If any term or provision
hereof is declared to be illegal or invalid for any reason whatsoever by a court of
competent jurisdiction, such illegality or invalidity shall not affect the balance of the
terms and provisions hereof, which terms and provisions shall remain binding and
enforceable. This Guaranty may be executed in any number of counterparts, each of
which shall be an original, but all of which together shall constitute one instrument.

19. No Trustee or shareholder of Guarantor shall be held to any liability whatsoever for
any obligation under this Guaranty, and such Guaranty shall not be enforceable
against any such Trustee in their or his or her individual capacities or capacity. This
Guaranty shall be enforceable against the Trustees of Guarantor only as such, and
every person, firm, association, trust or corporation having any claim or demand
arising under this Guaranty and relating to Guarantor, its shareholders or Trustee shall
look solely to the trust estate of Guarantor for the payment or satisfaction thereof.
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tN WITNESS WHEREOF, the Guarantor has caused this Guaranty to be executed and
delivered as of the date first above written to be effective 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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