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ERCOT submits these comments to correct some typographical errors and to clarify the language in Section 16.8.1.5.3 to state that deposits are made with the “understanding” that ERCOT may draw part of all of the deposit.  This language mirrors the QSE requirements that appear in Section 16.2.5.1.2(4).

	Comments


16.8.1.5.3
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 understanding  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, ERCOT Creditworthiness Requirements for TCR Account Holders, 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 16.8.1.5.3, 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 16.8.1.5.3, 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 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, e-mail, 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.    
ERCOT shall track the number of Late Payments received from each TCR Account Holder in any rolling 12-month period.  ERCOT is hereby empowered to, and ERCOT shall, take action for Late Payments as follows:
16.8.1.7.1
First Three (3) Late Payments in Any Rolling 12-Month Period
For the first three (3) Late Payments , ERCOT shall review the circumstances and reason for the Late Payments, and shall send a Late Payment notification to a Senior Representative of the TCR Account Holder. 

Additionally, the third Late Payment notice will advise the Senior Representative(s) that a subsequent Late Payment in the rolling 12-month period will result in termination of the TCR Account Holder’s Agreement.  
16.8.1.7.2
Fourth Late Payment in Any Rolling 12-month Period
After the fourth Late Payment ERCOT shall terminate the TCR Account Holder Agreement with ERCOT, as provided in the TCR Account Holder Agreement.  

16.8.1.8
Defaulting TCR Account Holder
If a TCR Account Holder fails to pay for outstanding TCR Account Holder liability within 3 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.

16.8.1.9
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.

16.8.1.10
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 or 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.  
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