G. Unsecured Credit Allowance Calculation

The external rating from a Rating Agency will be used as the source for calculating the Unsecured Credit

Allowance, unless no external credit rating is available in which case PJM will utilize its Internal Credit
Score for such purposes. If there is a split rating between the Rating Agencies, the lower of the ratings

shall apply. hereis more than oneexternalrating PIM will utilize the lower of the two ratings.

Where two or more entities, including Participants, are considered Credit Affiliates, Unsecured Credit
Allowances will be established for each individual Participant, subject to an aggregate maximum amount
for all Credit Affiliates as provided for in Attachment Q, section I.G.3.

In its credit evaluation of Municipalities and Cooperatives, PJM may request additional information as
part of the ongoing risk evaluation process and will also consider qualitative factors in determining
financial strength and creditworthiness.

1. laternal-Credit Scere-Rating and Internal Credit Score

As previously described in section I.A.3 above, PJM will determine the Internal Credit Score for an
Applicant, Market Participant and/or its Guarantor use- using the credit risk scoring methodologies
contained therein. Internal Credit Scores-asateeHn-determiningantnternalCreditSeere, ranging from
1-6, for each Applicant, Market Participant and/or its Guarantor, will be determined with the following
mappings:

1= Very Low Risk (S&P/Fitch: AAA to AA-; Moody’s: Aaa to Aa3)

2 = Low Risk (S&P/Fitch: A+ to BBB+; Moody’s: Al to Baal)

3 = Low to Medium Risk (S&P/Fitch: BBB; Moody’s: Baa2)

4 = Medium Risk (S&P/Fitch: BBB-; Moody’s: Baa3)

5 = Medium to High Risk (S&P/Fitch: BB+ to BB; Moody’s Bal to Ba2)
6 = High Risk (S&P/Fitch: BB- and below; Moody’s: Ba3 and below)

|n instances where the external credit rating is used to calculate the unsecured credit allowance, PJIM

may also use the Internal Credit Score as an input into its determination of the overall risk profile of
an Applicant and/or its Guarantor.
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