SECURITY AGREEMENT
This SECURITY AGREEMENT (“Agreement”) is made on this ______ day of ______, 20____ between ___________________________ (“Debtor”) and Electric Reliability Council of Texas, Inc. (“ERCOT” or “Secured Party”). 

1. SECURITY INTEREST. Debtor grants to Secured Party a security interest in all of Debtor’s right, title and interest in or with respect to Transmission Congestion Rights (“TCRs”), as more fully described in the ERCOT Protocols, now owned or hereafter acquired by Debtor, together with all of Debtor’s right, title and interest to any credits, revenues or other payments associated with the TCRs. As of the date hereof, TCRs are generally described in Section 7 of the ERCOT Protocols. The current TCRs owned by Debtor are set forth in Exhibit “A” attached hereto. The security interest granted herein by Debtor to Secured Party shall secure the payment and performance of all of Debtor's obligations pursuant to the ERCOT Protocols and the payment and performance of all other liabilities and obligations of Debtor to Secured Party of every kind and description, whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter arising. 

2. COVENANTS. Debtor hereby warrants and covenants: 
(a)  Debtor is a [ENTITY DESCRIPTION] organized under the laws of the State of [STATE], and Debtor will immediately notify Secured Party in writing of any change in Debtor’s name, state of organization or entity status.  
(b) The Debtor's place of business is [ADDRESS] and Debtor will immediately notify Secured Party in writing of any change in or discontinuance of Debtor's place of business; 
(c) Debtor will not sell, dispose or otherwise transfer its rights in the collateral or any interest therein without the prior written consent of Secured Party, and the Debtor shall keep the collateral free from unpaid charges (including rent), taxes and liens; and 
(d) Debtor shall execute alone or with Secured Party any Financing Statement or other document or procure any document, and pay the cost of filing the same in all public offices wherever filing is deemed by Secured Party to be necessary. 
At its option, Secured Party may discharge taxes, liens or other encumbrances at any time levied or placed on the collateral. Debtor agrees to reimburse Secured Party on demand for any payment made, or any expense incurred by Secured Party, pursuant to the foregoing authorization. 

3. DEFAULT. The Debtor shall be in default under this Agreement upon the happening of any of the following: 
(a) any misrepresentation in connection with this Agreement on the part of the Debtor; 
(b) any noncompliance with or nonperformance of the Debtor's obligations under the Protocols or this Agreement; or
(c) if Debtor is involved in any financial difficulty as evidenced by (i) an assignment for the benefit of creditors, or (ii) an attachment or receivership of assets not dissolved within thirty (30) days, or (iii) the institution of Bankruptcy proceedings, whether voluntary or involuntary, which is not dismissed within thirty (30) days from the date on which it is filed. 
Upon default and at any time thereafter, Secured Party may declare all obligations secured hereby immediately due and payable and shall have the remedies of a Secured Party under the Uniform Commercial Code. No waiver by Secured Party of any default shall operate as a waiver of any other default or of the same default on a future occasion. This Agreement shall inure to the benefit of and bind the heirs, executors, administrators, successors and assigns of the parties. This Agreement shall have the effect of an instrument under seal. 

Debtor 
By: _______________________________

Its: ________________________________

Date: ______________

Notary Acknowledgement
STATE OF ___________
§





§

COUNTY OF __________
§

On this ______ day of ________________, 2005, _______________ appeared before me, the undersigned Notary Public, in her/his capacity as _______________ of _____________________ and, being first duly sworn, declared that s/he signed the document in the capacity designated and further states that s/he executed it for the purposes and consideration therein expressed.
(seal)





_____________________________________






Notary Public in and for the State of ________
Exhibit “A”

Debtor currently owns the following Transmission Congestion Rights (TCRs) in the ERCOT Region for every day, every hour in the month of [MONTH] 20XX:

Commercially Significant Constraint (Direction)

Megawatts

The total TCRs awarded to Debtor for [MONTH] 20XX equals _______ MW

