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At its July 10, 2013 meeting, WMS unanimously voted to endorse NPRR552 as submitted.  All Market Segments were present for the vote.
	Revised Proposed Protocol Language


16.16.1
Counter-Party Criteria
(1)
In order to participate in the ERCOT Real-Time, Day-Ahead and Congestion Revenue Right (CRR) markets, in addition to satisfying any other eligibility requirements set forth in the ERCOT Protocols, each Counter-Party must satisfy, and at all times remain in compliance with, the following requirements: 
(a)
Expertise in Markets.  All employees or agents transacting in ERCOT markets pursuant to the ERCOT Protocols have had appropriate training and/or experience and are qualified and authorized to transact on behalf of the Counter-Party.
(b)
Market Operational Capabilities.  Counter-Party has appropriate market operating procedures and technical abilities to promptly and effectively respond to all ERCOT market communications.  
(c)
Allowable Contract Participants.  Each Counter-Party must be one of the following: 
(i) 
An “Appropriate Person” as defined in sections 4(c)(3)(A) through (J) of the Commodity Exchange Act (7 U.S.C. § 1(c)(3)(A)-(J)); 
(ii) 
An “Eligible Contract Participant,” as defined in section 1a(18)(A) of the Commodity Exchange Act (7 U.S.C. § 1a(18)(A)) and in Commodity Futures Trading Commission (CFTC) regulation 1.3(m) (17 C.F.R. § 1.3(m)); or 
(iii) 
A “person who actively participates in the generation, transmission, or distribution of electric energy,” as that term is defined in the CFTC’s final exemption order (78 Fed. Reg. 19,879).

ERCOT may request necessary information to verify compliance with this requirement.  
(d)
Capitalization.  Counter-Party, or an acceptable guarantor, shall maintain minimum capital as follows:

(i)
For a Counter-Party seeking authorization to participate or participating in all ERCOT markets:

(A)
 $10 million in total assets; or 
(B) 
$1 million in:

(1)
Unencumbered assets for unrated Electric Cooperative (EC) and Municipal systems; or 
(2)
Tangible net worth for all other Entities, each as defined in the ERCOT Creditworthiness Standards.

(ii)
For a Counter-Party seeking authorization to participate or participating in all ERCOT markets except for the CRR market:
(A)
$5 million in total assets; or 
(B)
$500,000 in: 

(1)
Unencumbered assets for unrated EC and Municipal systems; or 
(2)
Tangible net worth for all other Entities, each as defined in the ERCOT Creditworthiness Standards.  
(iii)
To fulfill the capitalization requirements above, a Counter-Party must provide:

(A)
Audited financial statements of the Counter-Party or its guarantor in accordance with Section 16.11, Financial Security for Counter-Parties; and 
(B)
If for a guarantor, a guarantee on one of the standard form documents approved by the ERCOT Board, for an amount no less than the minimum necessary to meet the capitalization requirements.  
(iv)
Regardless of whether the Counter-Party or an acceptable guarantor meets the capitalization criteria above, ERCOT may nevertheless require the Counter-Party to meet the capitalization criteria by posting an Independent Amount in the event that the Counter-Party or a guarantor has a material change that may adversely affect the Counter-Party’s or an acceptable guarantor’s financial condition in conjunction with or subsequent to the most recent audited annual or unaudited quarterly financial statements.  The Counter-Party shall notify ERCOT within one day after a material adverse change has occurred.  The final determination of a material adverse change is solely within ERCOT’s discretion.  
(v)
In the event audited financial statements do not meet the capitalization requirements, or there has been a material adverse change in the financial condition of the Counter-Party or acceptable guarantor in conjunction with or subsequent to the most recent audited annual or unaudited quarterly financial statements, Counter-Party will provide an Independent Amount in the form and amount necessary to participate in the ERCOT markets as follows:
(A)
For a Counter-Party seeking authorization to participate or participating in all ERCOT markets, $500,000 Independent Amount.
(B)
For a Counter-Party seeking authorization to participate or participating in all ERCOT markets except for the CRR market, $200,000 Independent Amount.  
(C)
For purposes of assessment of the Independent Amount, ERCOT will deem a Counter-Party that is or is applying to be a CRR Account Holder as having a desire to participate in all ERCOT markets.  
(D)
Financial Security posted pursuant to this section is fully available to ERCOT in the event of the Counter-Party’s Payment Breach or Default.  
(E)
ERCOT shall add the Independent Amount to that Counter-Party’s Total Potential Exposure Secured (TPES) pursuant to Section 16.11 and designate it as the Independent Amount.  ERCOT will require Financial Security for the Independent Amount in the same way as it does for other TPES elements. 
(F)
Any non-payment of the Independent Amount is considered a Payment Breach pursuant to Section 16.11.6, Payment Breach and Late Payments by Market Participants.  ERCOT may use any of the remedies provided in Section 16.11.6 to collect the Independent Amount for each Counter-Party.
(e)
Risk Management Capabilities.  Each Counter-Party shall maintain appropriate, comprehensive risk management capabilities with respect to the ERCOT markets in which the Counter-Party transacts or wishes to transact.   ERCOT may review documentation supporting a Counter-Party’s risk management framework as part of its processes for verifying the implementation of a Counter-Party’s risk management framework as described in Section 16.16.3, Verification of Risk Management Framework.  
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Attachment J:   Annual Certification Form to Meet ERCOT Additional Minimum Participation Requirements
[DATE]
Annual Certification Form 

to Meet ERCOT Additional 

Minimum Participation Requirements
	Counter-Party Name:  __________________________________________ (“Counter-Party”)


I, _____________________________________________, a duly authorized officer or executive of Counter-Party, understanding that Electric Reliability Council of Texas, Inc. (“ERCOT”) is relying on this Certification as evidence that Counter-Party meets the minimum participation requirements set forth in the ERCOT Protocols, hereby represent that I have full authority to bind the Counter-Party and further certify and represent the following:

1.
Expertise in Markets.  All employees or agents transacting in ERCOT markets pursuant to the ERCOT Protocols have had appropriate training and/or experience and are qualified and authorized to transact on behalf of the Counter-Party.  

2.
Market Operational Capabilities.  Counter-Party has appropriate market operating procedures and technical abilities to promptly and effectively respond to all ERCOT market communications.

3. 
Capitalization.  Counter-Party has read and agrees to the capitalization requirements as detailed in the ERCOT Protocols.
4.
Risk Management Capabilities.  Counter-Party maintains appropriate, comprehensive risk management capabilities with respect to the ERCOT markets in which the Counter-Party transacts or wishes to transact.

5.
Verification of Risk Management Framework.  Counter-Party has read and agrees to the requirements for verification of its risk management framework as detailed in the ERCOT Protocols.
Risk management framework verification processes undertaken by ERCOT or a third party acting on ERCOT’s behalf are by necessity limited in scope and nature and cannot address their appropriateness or sufficiency with respect to the full range of risks that may face a Counter-Party or that all such capabilities and controls are in fact operating as purported.  In performing an assessment of risk management framework, ERCOT or its agent rely on the assertions and documentary evidence produced by the Counter-Party, and accept no liability for the consequences of insufficient implementation or effectiveness in mitigating risks of the Counter-Party or the impact of risks upon the financial strength of the Counter-Party with respect to ERCOT or other Independent System Operator/Regional Transmission Operator -administered markets.  

( By checking this box, I further certify and represent that there has been no material change in internal risk management capabilities since last verified by ERCOT.
( By checking this box, I further certify and represent that Counter-Party is:
(a)
An “Appropriate Person” as defined in sections 4(c)(3)(A) through (J) of the Commodity Exchange Act (7 U.S.C. § 1(c)(3)(A)-(J));

(b)
An “Eligible Contract Participant” as defined in section 1a(18)(A) of the Commodity Exchange Act (7 U.S.C. § 1a(18)(A)) and in Commodity Futures Trading Commission (CFTC) regulation 1.3(m) (17 C.F.R. § 1.3(m)); or
(c)
In the business of:

(i)
Generating, transmitting or distributing electric energy; or
(ii)
Providing electric energy services that are necessary to support the reliable operation of the transmission system.  

Date:  ____________________________



Signature:  ____________________


 




Print Name:  _______________________________

Title:  _______________________________

Subscribed and sworn before me _______________________ a notary public in the State of __________________in and for the County of ________________, this ____ day of ________, 20__.

_____________________________



(Notary Public Signature)

My commission expires:
  ____/____/__
This area is provided for the Counter-Party to provide any additional information or clarification necessary with respect to this Certification.  
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