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For -
Gred+t Market Participant to be eligible to participate in the FTR market, the Market Participant must satisfy
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In order to Qartlmpate in the FTR market each Market Partlcrpant mus tsecure aII of its FTR acthlty are-
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be an amount equal to or qreater than the FTR Credit Requwement If the FTR Credit Requirement for any
Market Participant exceeds its FTR Credit Limit PJM shall issue a demand for Collateral, and such
demand must be fulfilled before 4:00 p.m. on the Business Day following the demand. If a Market
Participant does not provide sufficient Collateral to meet this requirement (a credit shortfall), they are in Event
of Default.

If the shortfall happens in the course of bidding into an auction, PJM may take steps to remove a Market
Participants bids to alleviate the credit shortfall. —urlessPIM-can-remove-theirbidsto-alleviate-the-shortfall—
If a Market Participant fails to satisfy a request for additional Collateral and has their bids removed for two
consecutive auctions of overlapping periods, e.g. two balance of Planning Period auctions, an annual FTR
auction and a balance of Planning Period auction, or two long term FTR auctions, (for this purpose the
four rounds of an annual FTR auction shall be considered a single auction), the Market Participant shall be
declared in Event of Default.
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Auction Revenue Rights Credits, mark-to-auction value, application of a 10¢ per MWh minimum value

adjustment and realized gains and/or losses as outlined below, and as further described in subsections (a)
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through (e) of this subsection2:

Max{Max(IM — ARR — MTA, Ten Cent per MWh Minimum) — Realized Gain and/or losses, 0}

Where IM is the initial margin, ARR is Auction Revenue Rights Credits and MTA is the mark-to-auction.

(@ Initial Margin.

The initial margin shall be calculated for each Market Participant based on a model that calculates the size and
value at risk of the applicable account—FFR-Credit-Limits-will-be-established-erlyFTR portfolio based on a defined
confldence lnterval and sub|ect to a wei ghted aggregatlon method that is regresented by
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combination of straight
sum and root sum of squares, as more fully set forth in the Credlt Overview and Supplement to the PJM Credit Risk

Management Policy. Simulations of price movements for all Financial Transmission Right Obligations in a
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portfolio using historical price data shall be used to generate the distribution of portfolio values changes for each [ Formatted: Font: 10 pt ]
Market Participant. / : - . ;
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4——The initial margin for Financial Transmission Right Options shall be calculated as the FTR cost minus the FTR Historical <
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Initial margin is calculated as:
IM = BOPP IM95 + LT IM_;95 + FTR Options IM
Where ci is defined as the confidence interval. “ { Formatted: Body Text, Indent: Left: 0.23", Right: 0.87", }
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Values. FTR Historical Values shall be calculated separately for pn-peak, off-peak, and 24-hour FTRs for each
month of the year. FTR Historical Values shall be adjusted by plus or minus ten percent for cleared counter
flow or prevailing flow FTRs, respectively, jn order to mitigate exposure due to uncertainty and fluctuations
in actual FTR value. Historical values used in the calculation of FTR Historical Values shall be adjusted when
the network simulation model utilized in- PJM's economic planning process indicates that transmission
congestion will decrease due to certain transmission upgrades that are in effect or planned to go into effect for
the following- Planning Period., The transmission upgrades to be modeled for this purpose shall pnly include
those upgrades,that 'ndividuall thetransmission,congestion on an
individual constraint or constraints with congestion of $5 million or more affecting a common congestion
path., The adjustments to historical values shall be the dollar amount of the adjustment shown in the network

smulatlonA model. FFR-CreditRequirement,
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(b) Auction Revenue Rights Credits.
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H-FFR-eost-_prorated value of any Auction Revenue Rights Credits held by the Market Participant for a given
month shall be subtracted from the initial margin for that applicable month. The resultant value must be
greater than or equal to zero for each month.

PJM may recalculate Auction Revenue Rights Credits at any time, but shall do so no Jess the-frequently than
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subsequent to each annual FTR auction. If a reduction in such Auction Revenue Rights Credits at any time
increases an FTR Participant's FTR Credit Requirements beyond its FTR Credit Limit, resulting in a credit
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105%

shortfall, the FTR Participant must provide additional Collateral to eliminate the shortfall.

(© Mark-to-auction.

A mark-to-auction value shall be calculated separately for each Market Participant. The mark-to-auction
value shall be a single number equal to the sum, over all months remaining in the applicable FTR period and

for all cleared FTRs of a Market Participant, of the most recently available cleared auction price applicable to
the FTR minus the original transaction price of the FTR, multiplied by the transacted quantity.

(d) Ten Cent per MWh Minimum.
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(e Realized Gains and/or Losses.

Any realized gains and/or losses, resulting from the sale of Financial Transmission Right Obligations and/or
Financial Transmission Right Options, will be subtracted from the FTR Credit Requirement (a realized gain
value will decrease the FTR Credit Requirement whereas a realized loss will increase the FTR Credit

Requirement).

(6] Unreasonable Credit Risk.

Notwithstanding anything in this section VI.C.2 to the contrary, PJM expresslv reserves the rlqhtto require addmonal

Collateral in excess of the FTR Credit Reqmrement_ based .
W iv i -upon a determination in its sole
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Bids submitted into an auction will be rejected if the- Market Participant's- FTR Credit Requirement-, jincluding

such submitted bids exceeds the
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would exceed the Market Participant's FTR Credit Limit, or if,
Market- Participant's FTR Credit L|m|t or if the Market Partlupant falls to prowde addltlonal emd%appem—w
additienal-Collateral- as required / v
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4. FTR Credit Collateral, Returns.

may request from- PJM- the return of

FTR rrarkets—PIMHs-permitted-to-timit-the-frequeney-of sueh-requested Credit Requirement., Collateral returas

{ Formatted: Font color: Gray-95%

provided-that-Collateral-returnaswhich may no longer be required to be maintained to support the FTR Credit
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Requirement, shall be made-by-PIMreturned at least-once-per-calendar-guarterifrequested-by-the request of a [Formatted
Market- Participant, no later than two (2) Business Days following determination by PJM within a Formatted

commercially reasonable period of time that such Collateral is not required,

5. Credit Responsibility for Bilateral Transfers of, FTRs,
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PJIM- may requlre that credit responsibility associated with an FTR bilaterally transferred to a new- Market,
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eans the party bearing credit
responsibility for the FTR immediately prior to bilateral transfer) unless and until the receivingparty,

Formatted

Jindependently, establishes, consistent with this Attachment Q, sufficient credit with PJM and agrees through

confirmation of the bilateral transfer in PJMs FTR reporting tool that it will meet in full the-credit

reguirementsE TR Credit Requirement associated with the transferred FTR.
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In the event of a FTR Credit Re uirement shortfall PJM may take the followin actionS' g
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In addition to any other credit requirements,- PJIM- may apply a credit requirement to cover the maximum «
administrative fees that may be charged to a- Market Participant- for its bids and offers,
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