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ATTACHMENT Q
CREDIT RISK MANAGEMENT POLICY
III.

MINIMUM PARTICIPATION REQUIREMENTS

A Participant seeking to participate in any PJM Markets shall submit to PJM any information or
documentation reasonably required for PJM to evaluate its experience and resources. If PJM
determines, based on its review of the relevant information and after consultation with the
Participant, that the Participant’s participation in any PJM Markets presents an unreasonable
credit risk, PJM may reject the Participant’s application to become a Market Participant,
notwithstanding applicant’s ability to meet other minimum participation criteria, registration
requirements and creditworthiness requirements.
...
B.

PJM Market Participation Eligibility Requirements

PJM may conduct periodic verification to confirm that Applicants and Market Participants can
demonstrate that they meet the definition of “appropriate person” to further ensure minimum
criteria are in place. Such demonstration will consist of the submission of evidence and an
executed Annual Officer Certification form as set forth in Attachment Q, Appendix 1 in a form
acceptable to PJM. If an Applicant or Market Participant does not provide sufficient evidence
for verification to PJM within five (5) Business Days of written request, then such Applicant or
Market Participant may result in a default under this Tariff. Demonstration of “appropriate
person” status and support of other certifications on the annual certification is one part of the
Minimum Participation Requirements for any PJM Markets and does not obviate the need to
meet the other Minimum Participation Requirements such as those for minimum capitalization
and risk profile as set forth in this Attachment Q.
To be eligible to transact in any PJM Markets, an Applicant or Participant must demonstrate in
accordance with the Risk Management and Verification processes set forth below that it qualifies
in one of the following ways:
1. an “appropriate person,” as that term is defined under Commodity Exchange Act,
section 4(c)(3), or successor provision, or;
2. an “eligible contract participant,” as that term is defined in Commodity Exchange
Act, section 1a(18), or successor provision, or;
3. a business entity or person who is in the business of: (1) generating, transmitting, or
distributing electric energy, or (2) providing electric energy services that are
necessary to support the reliable operation of the transmission system, or;
4. an Applicant or Market Participant seeking eligibility as an “appropriate person”
providing an unlimited Corporate Guaranty in a form acceptable to PJM as described
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in section V below from a Guarantor that has demonstrated it is an “appropriate
person,” and has at least $1 million of total net worth or $5 million of total assets per
Applicant and Market Participant for which the Guarantor has issued an unlimited
Corporate Guaranty, or;
5. an Applicant or Market Participant providing a Letter of Credit of at least $5 million
to PJM in a form acceptable to PJM as described in section V below, that the
Applicant or Market Participant acknowledges is separate from, and cannot be
applied to meet, its credit requirements to PJM.
If, at any time, a Market Participant cannot meet the eligibility requirements set forth above, it
shall immediately notify PJM and immediately cease conducting transactions in any PJM
Markets. PJM may terminate a Market Participant’s transaction rights in any PJM Markets if, at
any time, it becomes aware that the Market Participant does not meet the minimum eligibility
requirements set forth above.
In the event that a Market Participant is no longer able to demonstrate it meets the minimum
eligibility requirements set forth above, and possesses, obtains or has rights to possess or obtain,
any open or forward positions in any PJM Markets, PJM may take any such action it deems
necessary with respect to such open or forward positions, including, but not limited to,
liquidation, transfer, assignment, or sale or allowing position(s) to go to settlement; provided,
however, that the Market Participant will, notwithstanding its ineligibility to participate in any
PJM Markets, be entitled to any positive market value of those positions, net of any obligations
due and owing to PJM.
...
IX.
REMEDIES FOR CREDIT BREACH, FINANCIAL DEFAULT OR CREDIT
SUPPORT DEFAULT; REMEDIES FOR EVENTS OF DEFAULT
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
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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
taking all necessary steps to address liquidation of the Market Participant’s market portfolio in
accordance with the provisions of the Operating Agreement and PJM Tariff, including, but not
limited to, by allowing such portfolio’s positions to go to settlement, liquidating them or
otherwise resolving such portfolio positions, 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.
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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.
X.

FTRS UNDER THE COMMODITY EXCHANGE ACT AND 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 is 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’s Event of Default: (a) the right to terminate, and/or liquidate or otherwise resolve
any FTR transaction or position held by that Market Participant, including by allowing such
position to go to settlement; (b) the right to immediately proceed against any Collateral provided
by the Market Participant; (c) the right to set-off any obligations due or 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”
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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 Participant under the Bankruptcy Code, and without limiting any other rights of PJM or
obligations of any Participant under the Agreements, PJM may exercise any of its rights against
such Participant, including, without limitation (1) the right to terminate, and/or liquidate or
otherwise resolve any FTR transaction or position held by that Participant, including by
allowing such position to go to settlement, (2) the right to immediately proceed against any
Collateral provided by that Participant, (3) the right to set off any obligations due and owing to
that Participant pursuant to any forward contract, swap agreement and/or master netting
agreement against any amounts due and owing by that Participant with respect to an FTR
transaction including as a result of the actions taken by PJM pursuant to (a) above, and 4) the
right to suspend or limit that 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 part of a single integrated agreement, and together with the Agreements constitute
a “master netting agreement.”
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