
Member associated with Participant’s submitting or failure to submit its annual certification or
PJM’s review and verification of a Participant’s risk policies, procedures and controls.  Such
review and verification is limited to demonstrating basic compliance by a Participant showing
the existence of written policies, procedures and controls to limit its risk in any PJM Markets and
does not constitute an endorsement of the efficacy of such policies, procedures or controls.

V.  FORMS OF CREDIT SUPPORT

In order to satisfy their PJM credit requirements Participants may provide credit support in a
PJM-approved form and amount pursuant to the guidelines herein, provided that,
notwithstanding anything to the contrary in this section, a Market Participant in PJM’s FTR
markets shall meet its credit support requirements related to those FTR markets with either cash
or Letters of Credit.

Unless otherwise restricted by PJM, credit support provided may be used by PJM to secure the
payment of Participant’s financial obligations under the Agreements.

Collateral which may no longer be required to be maintained under provisions of the
Agreements, shall be returned at the request of a Participant, no later than two (2) Business Days
following determination by PJM within a commercially reasonable period of time that such
Collateral is not required.

Except when an Event of Default has occurred, a Participant may substitute an approved PJM
form of Collateral for another PJM approved form of Collateral of equal value.

A. Cash Deposit

A Participant’s delivery of a cash deposit to PJM as Collateral shall constitute the grant of a first-priority
security interest in the cash in favor of PJM and PJM shall be authorized by such delivery to hold the
cash as security and to apply it to the Participant’s financial obligations under the Tariff or other
Agreements.  Cash provided by a Participant as Collateral will be held in a depository account by PJM.
Interest on a cash deposit shall accrue to the benefit of the Participant, provided that PJM may require
Participants to provide appropriate tax and other information in order to accrue such interest credits.
A Participant who delivers cash to PJM hereunder agrees that the Tariff and any other agreements
incorporating the terms of the Tariff shall for all purposes constitute a security agreement. PJM may
establish an array of investment options among which a Participant may choose to invest its cash
deposited as Collateral.  The depository account shall be held in PJM’s name in a banking or
financial institution acceptable to PJM.  Where practicable, PJM may establish a means for the
Participant to communicate directly with the bank or financial institution to permit the
Participant to direct certain activity in the PJM account in which its Collateral is held.  PJM will
establish and publish procedural rules, identifying the investment options and respective
discounts in Collateral value that will be taken to reflect any liquidation, market and/or credit
risk presented by such investments.
Cash Collateral may not be pledged or in any way encumbered or restricted from full and timely
use by PJM in accordance with terms of the Agreements.



exempt or exclude, any FTR transactions that the Participant reasonably demonstrates to PJM it
has entered into to “hedge or mitigate commercial risk” arising from its transactions in the PJM
Interchange Energy Market that are intended to result in the actual flow of physical energy or
ancillary services in the PJM Region, as the phrase “hedge or mitigate commercial risks” is
defined under the CFTC’s regulations defining the end-user exception to clearing set forth in 17
C.F.R. §50.50(c).

IX. REMEDIES FOR CREDIT BREACH, FINANCIAL DEFAULT OR CREDIT
SUPPORT DEFAULT; REMEDIES FOR EVENTS OF DEFAULT; GENERAL
BANKRUPTCY PROVISIONS

If PJM determines that a Market Participant is in Credit Breach, or that a Financial Default or
Credit Support Default exists, PJM may issue to the Market Participant a breach notice and/or a
Collateral Call or demand for additional documentation or assurances. At such time, PJM may
also suspend payments of any amounts due to the Participant and limit, restrict or rescind the
Market Participant’s privileges to participate in any or all PJM Markets under the Agreements
during any such cure period.  Failure to remedy the Credit Breach, Financial Default or to satisfy
a Collateral Call or demand for additional documentation or assurances within the applicable
cure period described in Operating Agreement, section 15.1.5, shall constitute an Event of
Default.  If a Participant fails to meet the requirements of this Attachment Q, but then remedies
the Credit Breach, Financial Default or Credit Support Default, or satisfies a Collateral Call or
demand for additional documentation or assurances within the applicable cure period, then the
Participant shall be deemed to again be in compliance with this Attachment Q, so long as no
other Credit Breach, Financial Default, Credit Support Default or Collateral Call or demand for
additional documentation or assurances has occurred and is continuing.

Only one cure period shall apply to a single event giving rise to a Credit Breach, Financial
Default or Credit Support Default.  Application of Collateral towards a Financial Default, Credit
Breach or Credit Support Breach shall not be considered a cure of such Credit Breach, Financial
Default or Credit Support Default unless the Participant is determined by PJM to be in full
compliance with all requirements of this Attachment Q after such application.

When an Event of Default under this Attachment Q or one or more of the Agreements has
occurred and is continuing, PJM may take such actions as may be required or permitted under the
Agreements to protect the PJM Markets and the PJM Members, including but not limited to (a)
suspension and/or termination of the Participant’s ongoing Transmission Service, (b) limitation,
suspension and/or termination of participation in any PJM Markets, (c) close out and liquidation
of the Market Participant’s market portfolio, exercising judgment in the manner in which this is
achieved in any PJM Markets.  When an Event of Default under this Attachment Q or one or
more of the Agreements has occurred and is continuing, PJM also has the immediate right to
liquidate all or a portion of a Participant’s Collateral at its discretion to satisfy Total Net
Obligations to PJM under this Attachment Q or one or more of the Agreements.  No remedy for
an Event of Default is or shall be deemed to be exclusive of any other available remedy or
remedies by contract or under applicable laws and regulations.  Each such remedy shall be
distinct, separate and cumulative, shall not be deemed inconsistent with or in exclusion of any



other available remedy, and shall be in addition to and separate and distinct from every other
remedy.

When an Event of Default under this Attachment Q or one or more of the Agreements has
occurred and is continuing, PJM may continue to retain all payments due to a Participant as a
cash security for all such Participant’s obligations under the Agreements (regardless of any
restrictions placed on such Participant’s use of Collateral for any account, market activity or
capitalization purpose); provided, however, that an Event of Default will not be deemed cured or
no longer continuing because PJM is retaining amounts due the Participant, or because PJM has
not yet applied Collateral or credit support to any amounts due PJM, unless PJM determines that
the Participant has again satisfied all the Collateral requirements and application requirements as
a new Applicant for participation in the PJM Markets, and consistent with the requirements and
limitations of Operating Agreement, section 15.

In Event of Default by a Participant, PJM may exercise any remedy or action allowed or
prescribed by this Attachment Q immediately or following investigation and determination of an
orderly exercise of such remedy or action.  Delay in exercising any allowed remedy or action
shall not preclude PJM from exercising such remedy or action at a later time.

PJM may hold a defaulting Participant’s Collateral for as long as such party’s positions exist and
consistent with this Attachment Q, in order to protect the PJM Markets and PJM’s membership,
and minimize or mitigate the impacts or potential impacts or risks associated with such Event of
Default when an Event of Default under this Attachment Q or one or more of the Agreements
has occurred and is continuing.

PJM may apply towards an ongoing Event of Default any amounts that are held or later become
available or due to the defaulting Participant through PJM's markets and systems.

In order to cover the Participant’s Obligations, PJM may hold a Participant's Collateral
indefinitely and specifically through the end of the billing period which includes the 90th day
following the last day a Participant had activity, open positions, or accruing obligations (other
than reconciliations and true-ups), until such Participant has satisfactorily paid any obligations
invoiced through such period and until PJM determines that the Participant’s positions represent
no risk exposure to the PJM Markets or the PJM Members.  Obligations incurred or accrued
through such period shall survive any withdrawal from PJM.  When an Event of Default under
this Attachment Q or one or more of the Agreements has occurred and is continuing, PJM may
apply any Collateral to such Participant's Obligations, even if Participant had previously
announced and effected its withdrawal from PJM.

To protect PJM Members and PJM Markets from loss and harm due to uncertainty and delay
which may be created upon a Participant’s bankruptcy, in the event a Participant becomes a
debtor under the United States Bankruptcy Code, 11 U.S.C. §§ 101-1532 (the “Bankruptcy
Code”), whether voluntarily or involuntarily, the Participant shall upon the commencement of
the bankruptcy case immediately seek through an appropriate “first day” motion or motions the
entry of an order of the bankruptcy court (i) authorizing and directing the Participant to (a) make
prompt and full payment of all pre-petition Obligations to PJM; and (b) fulfill all obligations



under the Tariff and other Agreements in the ordinary course of business, including but not
limited to deposit of additional Collateral post-petition; (ii) authorizing PJM to (x) require, hold
and apply Collateral in accordance with this Attachment Q and (y) exercise setoff and
recoupment to the fullest extent provided under the Tariff and other Agreements, and applicable
nonbankruptcy law; and (iii) confirming the status of Agreements as a “forward contract”, “swap
agreement”, or “master netting agreement” under the Bankruptcy Code, as applicable.

Failure by a debtor Participant to file such “first day” motion within one (1) Business Day of the
entry of the order for bankruptcy relief and/or obtain a final order from the bankruptcy court
granting the requested relief within seven (7) days thereof shall constitute “cause” entitling PJM
to relief from the automatic stay under section 362(d) of the Bankruptcy Code, to the extent
necessary to permit PJM to exercise any rights and remedies under the Tariff and other
Agreements.

X. FTRS UNDER THE COMMODITY EXCHANGE ACT ANDFTR
TRANSACTIONS AS FORWARD CONTRACTS AND/OR SWAP
AGREEMENTS UNDER THE BANKRUPTCY CODE

Under the terms of the Tariff, PJM Settlement is the counterparty to all transactions in PJM
Markets, including but not limited to all FTR transactions, other than (i) any bilateral
transactions between Participants, or (ii) with respect to self-supplied or self-scheduled
transactions reported to the Office of the Interconnection.  Pursuant to the “Final Order in
Response to a Petition From Certain Independent System Operators and Regional Transmission
Organizations To Exempt Specified Transactions Authorized by a Tariff or Protocol Approved
by the Federal Energy Regulatory Commission or the Public Utility Commission of Texas From
Certain Provisions of the Commodity Exchange Act Pursuant to the Authority Provided in the
Act” 78 Fed. Reg. 19880 (April 2, 2013) (the “CFTC RTO/ISO Order”), the Commodity Futures
Trading Commission (the “CFTC”) exempts transactions offered or entered into in a market
administered by PJM pursuant to the Tariff, including but not limited to FTR transactions, from
the provisions of the Commodity Exchange Act and the CFTC’s rules applicable to “swaps,”
with the exception of the CFTC’s general anti-fraud and anti-manipulation authority and
scienter-based prohibitions.

Notwithstanding the CFTC RTO/ISO Order, for purposes of the United States Bankruptcy Code
(“Bankruptcy Code”), all FTR transactions constitute “swap agreements” and/or “forward
contracts,” and PJM and each FTR Participant isforward contracts” and/or “swap agreements”
within the meaning of the Bankruptcy Code, and PJM shall be deemed to be a “forward contract
merchant” and/or a “swap participant” within the meaning of the Bankruptcy Code for purposes
of FTR transactions.

Pursuant to this Attachment Q and other provisions of the Agreements, PJM already has, and
shall continue to have, the following rights (among other rights) with respect to a Market
Participant’sParticipant Event of Default under those documents: (a) the right to terminate and/or
liquidate any FTR transaction held by that Market Participant; (b) the right to immediately
proceed against any Collateral and additional financial assurance provided by thethat Market
Participant; (c) the right to set-offset off or recoup any obligations due orand owing to that



Market Participant pursuant to any forward contract, swap agreement, or similar agreement
against any amounts due and owing by that Market Participant pursuant to any forward contract,
swap agreement, or similar agreement, such arrangement to constitute a “master netting
agreement” within the meaning of the Bankruptcy Code; and (d) the right to suspend or limit that
Market Participant from entering into further FTR transactions.

For the avoidance of doubt, upon the commencement of a voluntary or involuntary proceeding
for a Market Participant under the Bankruptcy Code, and without limiting any other rights of
PJM or obligations of any Market Participant under the Tariff (including this Attachment Q) or
other Agreements, PJM may exercise any of its rights against such Market Participant, including,
without limitation (1) the right to terminate and/or liquidate any FTR transaction held by that
Market Participant, (2) the right to immediately proceed against any Collateral and additional
financial assurance provided by that Market Participant, (3) the right to set off or recoup any
obligations due and owing to that Market Participant pursuant to any forward contract, swap
agreement and/or master netting agreement against any amounts due and owing by that Market
Participant with respect to an FTR transaction including as a result of the actions taken by PJM
pursuant to (a1) above, and (4) the right to suspend or limit that Market Participant from entering
into future FTR transactions.

For purposes of the Bankruptcy Code, all transactions, including but not limited to FTR
transactions, between PJM, on the one hand, and a Market Participant, on the other hand, are
intended to be, and are, part of a single integrated agreement, and together with the Agreements
constitute a “master netting agreement.”




