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ERCOT’s comments address the following Protocol sections:

7.1 – Overview of ERCOT Congestion Management

7.3.2 – Resolution of Zonal Congestion

7.3.3.2 – Tracking Balancing Energy Zonal Congestion Cost

7.3.4 – Settlement of Zonal Congestion

7.5.3.2 – Auction Procedures

7.5.3.2.2 - Auction

7.5.6 – TCR Settlement

6.9.2.1.2 – Replacement Reserve Uplift Charge

9.6.1 – Balancing Energy Neutrality Adjustment

16.8.1.3.1 – Notice of Receipt of TCR Account Holder Application

16.8.1.4 – Remaining Steps for TCR Account Holder Qualification

In addition, ERCOT’s original comments contained Attachment H to Section 22, Standard Form TCR Account Holder Agreement; this agreement complies with the standard format used for all of the contracts in Section 22.  ERCOT requests that this agreement be approved as submitted.
	Comments


7
Congestion Management

7.1
Overview of ERCOT Congestion Management

ERCOT will implement a Zonal Congestion management scheme on February 15, 2002, that is flow-based, whereby the ERCOT Transmission Grid, including attached Generation Resources and Load, will be divided into a predetermined number of Congestion Zones.  Each Congestion Zone is defined such that each Generation Resource or Load within the Congestion Zone boundaries has a similar effect on the loading (Shift Factor) of Transmission Facilities between Congestion Zones.    For purposes of solving Zonal Congestion the Shift Factor will be assumed the same for all Generation Resources and Loads within a Congestion Zone.  Therefore any imbalance between Loads and Generation Resources in a Congestion Zone will be deemed to have the same impact on a given loading between Congestion Zones. 
This Congestion management scheme applies zonal Shift Factors, determined by ERCOT, to predict potential Congestion on CSCs under the known topology of the ERCOT System.  The zonal Shift Factors determined by ERCOT should most closely represent the effect of Generation Resources and Loads in the Congestion Zone on the CSCs with the current topology of ERCOT System.  This scheme is used in the Day Ahead and Adjustment Periods to evaluate potential Congestion and notify the market accordingly.  ERCOT also uses this scheme, along with other factors, to determine if Replacement Reserve Service should be purchased in a Congestion Zone to provide additional Balancing Energy Service to provide a solution for expected Congestion.  ERCOT will use monthly zonal Shift Factors to post and analyze the Schedule impact on CSCs until calculations of interval Shift Factors are implemented in the system.
Comment:

The function of interval Shift Factor calculations has not been implemented in the current ERCOT System.  The annual zonal Shift Factors have been used for posting and analysis.  ERCOT will use monthly zonal Shift Factors to post and analyze the Schedule impact on CSCs until calculations of interval Shift Factors are implemented in the system.

7.3
Congestion Management for CSCs/Zonal Congestion

7.3.1
Determination of Zonal Congestion

ERCOT will analyze energy schedules to determine the existence and extent of Zonal Congestion as part of the Day Ahead Scheduling Process.  

7.3.2
Resolution of Zonal Congestion

ERCOT will resolve Zonal Congestion by the following means: 

(1) Using adjusted Balanced Schedules received from QSEs after ERCOT’s posting of CSC impacts greater than the CSC Limit, ERCOT will reassess the resulting level of Zonal Congestion.  ERCOT will take no further Zonal Congestion actions if the adjusted Balanced Schedules resolve initial Zonal Congestion. 

(2) If Zonal Congestion still exists following receipt of adjusted Balanced Schedules, ERCOT may procure RPRS in accordance with Section 6.6.3.2provided that sufficient Resources are available to provide Balancing Energy in the Operating Period, in accordance with Section 6.6.3.2.  ERCOT will then balance the energy within the ERCOT System in the Operating Period respecting all operational limitations of the ERCOT System.

(3) Zonal Balancing Energy can only be deployed for Congestion Management purposes to resolve flow limit violations on CSCs and CREs.

(4) Congestion is resolved in real-time as follows:

(a)
Using zonal Shift Factors, calculate zonal BES deployments needed to maintain flows within CSC  Limits.  If the congestion that needs to be resolved is on a CRE, then Boundary Generation Resources unique to that CRE will be instructed to operate at the respective Resource Plan levels (i.e., this is not an instructed deviation from schedule or Resource Plan). 

(b)
Based on (a), deploy unit specific instructions to manage Local Congestion.

(c)
In the event of a contingency, deploy BES to maintain flows within pre-second contingency CSC Limits and deploy unit-specific instructions to manage any resulting Local Congestion.

(5)
The Shift Factors for CSCs and CREs shall be at the same value. 
Comments on (4) (a):

Since operational Shift Factors and zonal BES bids are now required to resolve Zonal Congestion, the entire algorithm to clear zonal BES deployments will have to be changed in the ERCOT System.  This is a significant design change and ERCOT will need to work with the vendor to determine if this proposed change can be implemented and when this will be made available.  

The annual zonal Shift Factors and zonal BES bids have been used to calculate zonal BES deployments.  ERCOT will use monthly zonal Shift Factors for zonal BES deployments until the new algorithm is available.

The congestion on a CRE will be resolved by using monthly zonal Shift Factors and CSC limits, and the Boundary Generation Resources instructions will issued as unit-specific manual dispatch instructions until the ERCOT system utilizes operation shift factors to clear congestion on CSCs and CREs. 

The result of Congestion Management should ensure that: 

(1)
Balancing Energy MCPEs are the same in all zones if no CSC or CRE is constrained.

(2)
Balancing Energy MCPEs will be different in two or more Congestion Zones only if one or more CSCs/CREs are constrained.

(3)
The Shadow Price of a constrained CSC will be calculated by taking the difference in Balancing Energy MCPEs  between any two zones divided by the difference in Zonal Shift Factors on the corresponding CSC of the two zones even in the event of an outage of the CSC.  If there is no feasible solution, then this criteria may not be met.  

7.3.3.2
Tracking Balancing Energy Zonal Congestion Cost

This Subsection, 7.3.3.2, shall expire and terminate upon ERCOT’s conversion to direct assignment of Zonal Congestion costs.

The calculation for tracking Balancing Energy Zonal Congestion costs is the following:

ZCBEzci            =   SPZCi * Max(0, IZCi – TTCZCi)  

IZCi
= SUM((QRSiz - SOiz) * SFzZC )z
The total Balancing Energy CSC costs per interval for the entire market is calculated as follows:



ZCBEi

= 
SUM(ZCBEzci)ZC
Where:

i
Interval being calculated

z
Congestion Zone

ZC
Zonal Congestion Constraints

ZCBEi 
The total Balancing Energy ZC costs per interval for the entire market

ZCBEzci 
Zonal Congestion Energy Related Congestion Charge per interval  

SPZCi    
Shadow Price per Zonal Congestion, per interval from the Zonal Congestion calculation of Balancing Energy deployment for the interval, as provided by the ERCOT MOS/POS System 

IZCi    
Scheduled MW Impact per ZC, per interval   

TTCZCi    
Actual Total Transfer Capability on a given constraint per Zonal Congestion per interval

SFzZC
Commercial Model Shift Factor per Zonal Congestion, per zone

QRSiz
QSE Resource Schedule per interval, per zone

SOiz
Scheduled Obligation per interval, per zone 

Comments:

Since operational Shift Factors and zonal BES bids are now required to resolve Zonal Congestion, the entire algorithm to clear zonal BES deployments will have to be changed in the ERCOT System.  This is a significant design change and ERCOT will need to work with the vendor to determine if this proposed change can be implemented and when this will be made available.  

The annual zonal Shift Factors and zonal BES bids have been used to calculate zonal BES deployments.  ERCOT will use monthly zonal Shift Factors for zonal BES deployments until the new algorithm is available.

The congestion on a CRE will be resolved by using monthly zonal Shift Factors and CSC limits, and the Boundary Generation Resources instructions will issued as unit-specific manual dispatch instructions until the ERCOT system utilizes operation shift factors to clear congestion on CSCs and CREs. 

7.3.4
Settlement of Zonal Congestion 
7.3.4.1
Balancing Energy CSC Congestion Charge

After the interim period, when direct assignment of cost methodology of CSC Congestion is in effect, QSE will pay for the cost of clearing CSC Congestion in accordance with Section 6.9 of these Protocols.  The calculation for Zonal Congestion Management Charge is as follows:

ICSCiq
= Σ ((QRSiqz - SOiqz) * SFzcsc )z 

If ICSCiq > 0 then,
CSCBECSCiq
=
SPCSCi
* MAX(0,  ICSCiq – PCRCSCiq)

Else (counterflow)
CSCBECSCiq
=
SPCSCi
* ICSCiq
End


CSCBEiq
=
SUM(CSCBECSCiq)CSC
i
Interval being calculated

q
QSE

z
Congestion Zone

CSC
Commercially Significant Constraint

CSCBECSCiq 
CSC Energy Related Congestion Charge, per interval, per CSC, per QSE

CSCBEiq 
CSC Energy Related Congestion Charge, per interval of that QSE

SPCSCi    
Shadow Price per CSC, per interval 

ICSCiq    
Actual MW Impact per CSC, per interval, per QSE   

PCRCSCiq    
Pre-assigned  Congestion Rights per CSC, per interval, per QSE

SFzcsc
Commercial Model Shift Factor per CSC, per zone

QRSiqz
QSE Resource Schedule per interval, per zone, per QSE

SOiqz
Scheduled Obligation (prior to real-time) per interval, per zone, per QSE
The Zonal Shift Factors  will be computed using monthly operational Shift Factors of Generators within the zone weighted by the generation level in the monthly base case.  The monthly base case will be the most recent base case used by ERCOT but no less current than the base case used by ERCOT to determine the number of TCRs available for sale for the corresponding month.   
Comment:

Currently, Package two calculates CSC impact using the generation schedules and load schedule without the consideration of inter-QSE trades.  Stakeholders asked ERCOT to include any inter-QSE trade schedules when calculating CSC impact.  ERCOT will implement this functionality when available. 
7.5.3.2
Auction Procedures

ERCOT will develop a procedure for authenticating ownership for each TCR.

ERCOT, or its designee, will conduct simple, single round, single-clearing-price auction for each of the CSCs.  The auction awards TCRs from the highest price to the lowest price until one hundred percent (100%) have been awarded, unless otherwise indicated herein.  The lowest awarded price becomes the market-TCRClearing Price for all awarded TCRs in the annual and monthly auctions.  ERCOT shall implement a single round, simultaneous combinatorial auction prior to the annual auction for TCRs effective in 2003.  

The auction process will be open to any qualified TCR Account Holder.  To participate in the auctions, a bidder must meet financial security requirements established by ERCOT and must have access to the computer hardware, software and communications equipment required to participate. 

7.5.3.2.2
Auction

The auction will be a simple, single-round, single-clearing-price auction with the following steps:

(1) The auction will start with the CSC that has the largest amount of capacity available to be auctioned and end with the CSC that has the smallest amount of capacity available to be auctioned. 
(a) 
(b) 
(c) 
(2) Bidders will submit bids containing price/quantity pairs.  Prices are bid in dollars (with no more than two decimal points) per megawatt hour, and must be non-negative.  Quantities must be bid in whole megawatt quantities, with a minimum bid quantity of one megawatt. 
(3) The auction system will check the possible award amount of the bid against the credit posted by the bidder.  Any bids submitted that violate ERCOT-approved credit limits shall be rejected.  

(4) The auction system will compile all bids submitted by auction participants into a bid stack starting with the price quantity bid at the highest price and descending to the lowest price. 
(5) The auction system will award bids starting with the highest priced bid.  The auction system will then award to the next highest priced bid and continue this process until all of the available TCRs for the particular CSC is awarded. 
(6) If all of the annual bids are awarded and there are TCRs remaining, the remaining TCRs will be included in the monthly auction. 
(7) If all of the monthly bids are awarded and there are TCRs remaining, the remaining TCRs will be not be sold. 
(8) The last price/quantity pair awarded will set the price for all TCRs on that particular CSC called the TCR Clearing Price. 
(9) In the event that there are multiple bids with prices equal to the TCR Clearing Price, the remaining TCRs will be awarded on a pro-rata basis.   The remainder of TCRs that cannot be distributed in whole integers will be awarded to the bidder who bid for the largest amount of TCRs at the clearing price.  If two or more bidders bid for the same amount of TCRs, remaining TCRs will be distributed to the bidder with the most recently modified bid. 
(10) The auctioneer shall announce the results of the auction simultaneously to all TCR bidders, by posting the results on the MIS. For each CSC, the total quantity of TCRs awarded, the TCR Clearing Price, the compiled bid curve, and the number of awardees will be posted.  The identity of the awardees will not be posted.

(11) The total value of the TCRs awarded that are not yet paid for will be deducted from the available credit line for the next auction for each auction participant.

7.5.3.3
TCR Auction Charges
TCR auction proceeds will be collected in the following manner:

TCRCRMPp = ([TCRCSCRMPp * TCR HOURSp * MCPTTCRp ]csc 


Where:

p     
Effective TCR period, could be a month or a year

CSC
Commercially Significant Constraint


TCRCRMPp 
TCR Charge per RMP for that interval

TCRCSCRMPp
TCR quantity awarded in MW to the RMP (by flow direction) of that interval
TCR HOURSp
Total number of hours in the effective TCR period (p)

MCPTTCRp 
TCR Clearing Price for the TCR quantity for that interval

RMP
Registered Market Participant

7.5.6
TCR Settlement

To participate in ERCOT’s TCR settlements, a TCR holder need not be a QSE nor be represented by a QSE, but must be registered as a TCR account holder with ERCOT and have the ability to make and accept electronic transfer of funds.
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Where:

n
Month
q
QSE
TCRULnQ
TCR Auction Revenue Uplift per QSE per month

MAUCRn
Monthly TCR Auction Revenue

AAUCRn
Annual TCR Auction Revenue

Menergyn
Monthly Energy Forecast

LSRnQ
QSE’s Load Share Ratio in that month’s peak interval 

9.6.1
Balancing Energy Neutrality Adjustment

Any dollar disparity between Load Imbalance, Resource Imbalance, and any charge resultant from Uninstructed Deviations will be allocated to Load Serving Entities on a Load Ratio Share for each interval to ensure revenue neutrality of the imbalance market. The net dollar amount could be negative or positive.

To determine the Balancing Energy Neutrality Allocation for a QSE, take the sum of the Resource Imbalance, Load Imbalance and Uninstructed Resource Charge amount. Multiply this result by the Load Ratio Share of that QSE for the given interval.


BENAiq
=-1 * (Σ(RIiz + LIiz + URCiz)z +  TCRPAYBEi +Σ CSCBei  ) * LRSiq

TCRPAYBei   =- Σ(TCRcsci ) / 4 * SPCSCi ) CSC

where:

BENAiq
Balancing Energy Neutrality Adjustment collected from the QSEs in that interval.


LIiz:
Load Imbalance per interval

RIiz:
Resource Imbalance per interval

CSCBEi
The total Balancing Energy CSC costs per interval all QSEs
LRSiq
QSE Load Share relative to total Load in that interval

URCiz
Uninstructed Resource Charge per interval per zone

TCRCSCi
Total number of TCRs per CSC for interval i

SPCSCi
Energy Shadow price per CSC per interval


TCRPAYBei 
Payment to the TCR Account Holder per interval 
****************

6.9.2.1.2
Replacement Reserve Uplift Charge

(1)
Prior to direct assignment of Zonal Congestion costs, the QSE’s Obligation for Replacement Reserve procured for CSC Congestion will be recovered as part of the System Congestion Fund described in Section 7.3.3.1, System Congestion Fund. 

(2)
The calculation for Replacement Reserve Uplift Charge will be as follows:

UCRPiq 
= 
-1 * (Σ (PCRPiq + LPCRPiq)q + Σ (USRPiq)q + TCRPAYRPi + Σ(CSCRPiq)q,CSC) * LRSqi

TCRPAYRPi = -1 * (Σ (TCRcsci * SPcsci)csc  
Where:

i:

Interval being calculated.
q
QSE


z:

CSC zone being settled.



UCRPi:

Replacement Reserve Service Uplift Charge ($)

PCRPiq:
Service Cost ($) per interval for all QSEs of Procured Capacity of Replacement Reserve procured to resolve Zonal Congestion and Capacity Insufficiency per single Resource 

LPCRPiq:
Service Cost ($) per interval for all QSEs of Procured Capacity of Replacement Reserve procured to resolve Local Congestion per single Resource

USRPiq:
Replacement Reserve Service Under Scheduled Charge ($) per interval for all QSEs

CSCRPiq:
Replacement Reserve Service CSC Impact Capacity Charge ($) per interval for all QSEs

LRSqi:
Load Ratio Share (Factor)  (Adjusted Metered Load / Total System Load) per hourly interval of that QSE
TCRPAYRPi:
Payment to TCR Account Holders for RPRS market per hourly interval
TCRcsci:
Total number of TCRs per CSC per hourly interval
SPcsci:
Shadow Price of RPRS per CSC per hourly interval
16.8.1 Qualification of a TCR Account Holder 

16.8.1.1 Criteria for Qualification as a TCR Account Holder

To be qualified as a TCR Account Holder, an Entity must:

(1)
Execute a TCR Account Holder Agreement (the standard form is provided in Section 22 and posted on the MIS);

(2)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of performing the functions of a TCR Account Holder; and

(3)
Satisfy ERCOT’s creditworthiness requirements as set forth in this Section, if applying to bid in ERCOT’s TCR Auction.

TCR Account Holders shall promptly notify ERCOT of any change that materially affects the Entity’s ability to satisfy the criteria set forth above.  If a TCR Account Holder fails to inform ERCOT within one (1) calendar day of a material change in the information provided which may affect the reliability or safety of the ERCOT System or the financial security of ERCOT, ERCOT may refuse to accept bids or TCR transfers from the TCR Account Holder and take any other action deemed appropriate.

Continued qualification as a TCR Account Holder is contingent upon adherence to all requirements set forth in these Protocols.  ERCOT shall suspend the TCR Account Holder’s rights at such time as ERCOT reasonably determines that the Entity does not satisfy the criteria set forth above.  

Unbundled TDSPs may not be TCR Account Holders.

16.8.1.2 TCR Account Holder Qualification Requirements 

To meet the minimum requirements for qualification by ERCOT, a TCR Account Holder must:

(1)
Submit an application for qualification, including any applicable fee.  

(2)
Execute any required agreements relating to use of the ERCOT network, software and systems.

(3)
Be financially responsible for payment of any applicable settlement charges as set forth in Sections 6, 7 and 9 of these Protocols.  

(4)
Demonstrate a working functional interface with any required applicable ERCOT systems as defined by these Protocols; and

(5)
Provide all necessary bank account information and arrange for Fed-Wire System transfers for two-way confirmation.

16.8.1.3 Application Process for TCR Account Holder Qualification

To qualify as a TCR Account Holder, a TCR Account Holder applicant must submit to ERCOT a TCR Account Holder application, TCR Account Holder credit application, if applicable, and any applicable fee.  ERCOT shall post on the ERCOT MIS the form in which the TCR Account Holder application must be submitted, all materials that must be provided with the TCR Account Holder application, the TCR Account Holder Agreement, and the fee schedule, if any, applicable to TCR Account Holder applications and TCR Account Holder credit application.  The TCR Account Holder application shall be attested to by a duly authorized officer or agent of the TCR Account Holder applicant.  The TCR Account Holder applicant shall promptly notify ERCOT of any material changes affecting a pending TCR Account Holder application using the appropriate form posted on the ERCOT MIS.  All application forms and fees must be submitted at least fifteen days (15) prior to the Participant’s proposed date of participation in the TCR auction process. 

16.8.1.3.1
Notice of Receipt of TCR Account Holder Application

Within five (5) Business Days after receiving each TCR Account Holder application and TRC Account Holder credit application, ERCOT shall send the TCR Account Holder applicant a written confirmation that ERCOT has received the TCR Account Holder application and TCR credit application.  ERCOT shall return without review any TCR Account Holder application that does not include the proper application fee.  The remainder of this subsection shall not apply to any TCR Account Holder application returned for failure to include the proper application fee.

16.8.1.3.2
Sufficiency of Information Provided by TCR Account Holder Applicant 

Within five (5) days after receipt of a TCR Account Holder application and TCR Account Holder credit application, ERCOT shall notify the TCR Account Holder applicant in writing if the TCR Account Holder application is incomplete.  Within five (5) days after receipt of a TCR Account Holder application, if ERCOT does not notify an applicant that the application is incomplete, the application shall be deemed complete as of the date of receipt by ERCOT.  

If ERCOT determines that a TCR Account Holder application and TCR Account Holder credit application is not complete, ERCOT’s notification shall explain the deficiencies and stipulate the additional information necessary to make the TCR Account Holder application complete.  The TCR Account Holder applicant shall then have five (5) Business Days from the receipt of ERCOT’s notification, or such longer period as ERCOT may allow, to provide the additional required information.  If the TCR Account Holder applicant responds to the ERCOT notification within the allotted time, then the TCR Account Holder application shall be deemed complete on the date that ERCOT receives the complete additional information from the applicant.  

If the TCR Account Holder applicant does not respond to ERCOT’s notification within the time allotted, ERCOT will reject the application and will notify the applicant according to the procedures below. 

16.8.1.3.3
ERCOT Acceptance or Rejection of TCR Account Holder Application

ERCOT shall approve or reject each TCR Account Holder application and TCR Account Holder credit application not more than ten (10) days after the TCR Account Holder application and TCR credit application has been deemed complete in accordance with this subsection.  ERCOT may approve a TCR Account Holder application on the condition that the TCR Account Holder applicant agrees to a limitation(s) with respect to the types of transactions that it may conduct with ERCOT.

If ERCOT approves a TCR Account Holder application, it shall send an approval letter to the TCR Account Holder applicant, along with a TCR Account Holder Agreement and any other required agreements relating to use of the ERCOT network, software and systems for the TCR Account Holder applicant’s signature.

If ERCOT rejects a TCR Account Holder application, ERCOT shall send the TCR Account Holder applicant a rejection letter explaining the grounds upon which ERCOT has rejected the TCR Account Holder application.  Appropriate grounds for rejecting a TCR Account Holder application include:

(1)
Required information not provided to ERCOT in the allotted time;

(2)
Non-compliance with technical requirements; and/or 

(3)
Non-compliance with other specific eligibility requirements set forth in this Section or in any other part of these Protocols.

Not later than ten (10) Business Days after receipt of a rejection letter, the TCR Account Holder applicant may challenge the rejection of its TCR Account Holder application utilizing the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedures.  Regardless of whether or not the TCR Account Holder applicant challenges the rejection, the applicant may submit a new TCR Account Holder application and fee, if applicable.  ERCOT shall process the new TCR Account Holder application in accordance with this subsection. 

16.8.1.4 Remaining Steps for TCR Account Holder Qualification  

After approval by ERCOT of an applicant’s application and Credit Application, an applicant must coordinate or perform the following:  

(1)
Return the executed TCR Account Holder Agreement and other related agreements to ERCOT;

(2)
Coordinate with ERCOT and other Entities as necessary, to test all communications necessary to participate in the ERCOT TCR market; and

(3)
Complete compliance with security requirements.

16.8.1.4.1
TCR Account Holder Proof of Credit 

In accordance with the application procedures set forth in Section 16.8.1.3, each TCR Account Holder must submit proof of credit for its estimated and actual TCR Account Holder auction liability amount. 

16.8.1.5
TCR Account Holder Financial Security

16.8.1.5.1
ERCOT Creditworthiness Requirements for TCR Account Holders

TCR Account Holders must meet ERCOT’s creditworthiness requirements and maintain any minimum security amount required, as provided herein and demonstrated in a form acceptable to ERCOT.  If a TCR Account Holder’s creditworthiness rating falls below the level established by the ERCOT Board described below, ERCOT will suspend the TCR Account Holder’s TCR bidding activities under these Protocols until the TCR Account Holder submits another form of security in accordance with this Section.

16.8.1.5.1.1
Requirements for Establishing Creditworthiness Rating

Minimum long-term or Issuer rating, minimum equity level, minimum average times/interest earning ratio (TIER) and debt service coverage (DSC) ratios, and minimum equity ratios to establish creditworthiness have been adopted by the ERCOT Board of Directors.

A TCR Account Holder may meet ERCOT’s credit requirements, and shall not initially be required to post security, if the TCR Account Holder meets one of the following requirements:

(a)
Has an Entity Long-Term or Issuer Rating and equity level that meets or exceeds the Minimum Long-Term or Issuer Rating adopted by the Board;

(b)
Is an Electric Cooperative, and (i) is a Rural Utilities Service (“RUS”) power supply borrower, and (ii) achieves the average TIER and DSC coverage ratios approved by the ERCOT Board, as such terms are defined in the Code of Federal Regulations Chapter XVII, (iii) achieves the average Equity to Assets ratio as approved by the ERCOT Boardand (iv) maintains an equity level approved by the ERCOT Board;

(c)
Is a privately held company without a Long Term or Issuer  Rating, and (i) has equity in the amount equal to or greater than the minimum equity level approved by the ERCOT Board for a TCR Account Holder under this subsection, which amount may be adjusted by the Board from time to time in its discretion; (ii) achieves the minimum current, Debt to Capitalization, and EBITDA to Interest & CMLTD rations as approved by the ERCOT Board and, (iii) provides its most recent audited and/or unaudited financial statements and other information as requested by ERCOT on a basis approved by the ERCOT Board (such as annually, quarterly, or monthly).   
(d)
The unsecured credit limit issued to any entity shall not exceed One Hundred and Twenty-Five Million Dollars.  

16.8.1.5.1.2
Alternative Means of Satisfying ERCOT Creditworthiness Requirements

If a TCR Account Holder does not meet the creditworthiness qualifications above, the TCR Account Holder may satisfy ERCOT’s creditworthiness requirements through one of the following means:

(a)
Another Entity that meets or exceeds the Long Term or Issuer Rating and equity level, as established by the ERCOT Board, may provide a corporate guarantee of the TCR Account Holder’s liability to ERCOT, provided that the corporate guarantee issuer shall provide annual audited financial statements not later than thirty-days (30) after the close of each of the issuer’s fiscal year.

(b)
The TCR Account Holder may provide an irrevocable letter of credit naming ERCOT beneficiary in an amount equal to or greater than the TCR Account Holder’s maximum liability amount.  ERCOT may reject the letter of credit if the issuing bank is unacceptable to ERCOT or if the conditions under which ERCOT can draw against the letter of credit are unacceptable to ERCOT. 

(c)
The TCR Account Holder may deposit cash in an account designated by ERCOT with the written agreement that ERCOT may draw part or all of the cash deposit to satisfy any overdue payments owed by the TCR Account Holder to ERCOT.  The account may bear interest payable directly to the TCR Account Holder, provided, however, any such arrangements shall not restrict ERCOT’s immediate access to the funds.  The cash deposit shall always be an amount equal to or greater than the TCR Account Holder’s estimated and actual liability amount. 

16.8.1.6
Monitoring of Creditworthiness by ERCOT

ERCOT shall monitor the creditworthiness of each TCR Account Holder.  With respect to a TCR Account Holder that meets ERCOT creditworthiness requirements pursuant to 16.8.1.5.1, Requirements for Establishing Creditworthiness Rating, such TCR Account Holder shall inform ERCOT within three (3) Business Days if it experiences a material change in its ability to satisfy those credit requirements.  Such TCR Account Holder must provide alternative means of security in accordance with subsection 16.8.1.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.  If the TCR Account Holder fails to promptly satisfy ERCOT creditworthiness requirements, then ERCOT shall suspend the TCR Account Holder’s right to bid in any future TCR auction until ERCOT’s creditworthiness requirements are met.

With respect to TCR Account Holders meeting creditworthiness requirements using an alternative means provided in subsection 16.8.1.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements, each TCR Account Holder is responsible, at all times, for maintaining security in an amount at or above its estimated and actual TCR Account Holder auction liability amount.  ERCOT shall promptly notify each TCR Account Holder of changes to its estimated TCR Account Holder auction liability and allow the TCR Account Holder reasonable time to provide additional security, if necessary to maintain compliance with subsection 16.8.1.5.  TCR Account Holder Financial Security.  If a TCR Account Holder fails to provide additional security within the time allowed by ERCOT, ERCOT may refuse to accept TCR bids from the TCR Account Holder and take any other action deemed appropriate. 

ERCOT shall reject any bids submitted that violate ERCOT-approved credit limits.  

16.8.1.7 Late Payments by Account Holders

It is the sole responsibility of each TCR Account Holder to ensure that amounts due to ERCOT, by such TCR Account Holder are submitted on a timely basis.  

Regardless of reason, if the payment is not received by ERCOT’s financial institution by the due date and time, the payment will be considered a “Late Payment” Also, a partial payment shall be considered a Late Payment.  In the event of a Late Payment, ERCOT will immediately contact a Senior Representative of the TCR Account Holder by telephone, email, fax, regular mail or overnight delivery and demand payment of the past due amount. 

This procedure does not preclude ERCOT from drawing upon a TCR Account Holder’s security when a TCR Account Holder’s payment is late.  For the first and second Late Payments ERCOT shall review the circumstances and reason for the Late Payment, and shall, in its sole discretion, determine whether it should take action against the TCR Account Holder.  ERCOT will send a notification to a Senior Representative of the TCR Account Holder advising the TCR Account Holder whether or not ERCOT is taking action, and advising the TCR Account Holder of the action.  
16.8.1.7.1
Enforcement for Late Payments

ERCOT shall make reasonable efforts to meet with Senior Representative(s) of the TCR Account Holder to discuss the Late Payment occurrences.  If a TCR Account Holder fails to pay for outstanding TCR Account Holder liability within 2 Business Days of receiving a late notice, such TCR Account Holder shall be in Default of the TCR Account Holder Agreement.  If a TCR Account Holder is in Default of the TCR Account Holder Agreement, then ERCOT must prohibit the TCR Account Holder from participating in any future TCR Auctions, ERCOT may terminate the TCR Account Holder’s Agreement with ERCOT, or take other appropriate action, as provided in the TCR Account Holder Agreement.
16.8.1.7.2 Penalty for Late Payments

A TCR Account Holder shall pay late fees on any delinquent amount to ERCOT according to the late fee terms for the period from and including the relevant payment date to the final date in which the payment is due to ERCOT together with any related transaction costs incurred by ERCOT.

Any late payment revenues, less ERCOT’s transaction costs shall be added to the annual or monthly auction revenues and distributed in accordance with Section 7.5.4.

16.8.1.8 Release of Account Holder’s Security Requirement

ERCOT shall, following the termination of a TCR Account Holder Agreement and within thirty-days (30) of being satisfied that no sums remain owing by the TCR Account Holder under these Protocols, return or release to the TCR Account Holder, as appropriate, any security provided by the TCR Account Holder under this Section.  Neither the TCR Account Holder nor any of its Affiliates will be allowed to participate in future TCR auctions or ERCOT recognized TCR transfers.
ERCOT will release a TCR Account Holder’s security within five (5) days after written notice requesting release is received by ERCOT.  However, the TCR Account Holder will not be allowed to participate in the following auctions, unless security is re-posted no less than five (5 days prior to open of any such auction.  
� EMBED Equation.3  ���
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