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Opt out of transmission-level customers

32.

33.

34.

35.

36.

37.

The agreement provides that each retail electric provider (REP) must provide notice
to transmission-voltage customers served by that REP regarding the process to opt
out, and each transmission-voltage customer that is eligible and chooses to opt out
must make a filing in Docket No. 52364 indicating it is opting out by the deadline
identified by the Commission. A REP may make this filing on behalf of a
transmission voltage customer if the customer provides written authorization for the

REP to do so.

The testimony of Carrie Bivens provides the deadline for REPs to send notice to
transmission-voltage customers served by that REP regarding the process to opt out

as 15 calendar days after the date this Order is signed.

The testimony of Ms. Bivens also provides the deadline for entities that have not
opted out under this agreement to file in Docket No. 52364 a notice of election to

opt out as 45 calendar days after the date of this Order.

The testimony of Michael Carter provides a form by which each REP serving
eligible transmission-level customers must notify the customer as attachment MC-
S-2 to the testimony and states that such notice must be provided within 15 calendar

days of the date the Order is signed.

The 15-day deadline to provide notice of the opt out procedure to transmission-level
customers and the 45-day deadline for a transmission-level customer, or its REP, to
file a notice of opt in Docket No. 52364 are an appropriate time to provide such

notices.

The form provided as attachment MC-S-2 is appropriate notice to provide to eligible

transmission-level customers.

Opt out under the agreement

38.

The agreement provides that all electric cooperatives and municipally owned
utilities may opt out of receiving securitization proceeds and being subject to the

associated uplift charges subject to the requirements of chapter 39, subchapter N of
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39.

40.

4].

42.

43.

44.

45.

46.

PURA, resulting in ERCOT not assessing uplift charges to any current or future load

served by electric cooperatives and municipally owned utilities that have opted out.

The agreement provides that all electric cooperatives, including their member
cooperatives, who are parties to this proceeding and included on attachment B of the
agreement are statutorily qualified to opt out and have opted out of receiving
securitization proceeds and being assessed uplift charges pursuant to Chapter 39,

Subchapter N of PURA.

The electric cooperative, including their member cooperative, identified on

attachment B of the agreement have opted out of uplift charges.

The agreement provides that municipally owned utilities that are parties to this
proceeding are statutorily qualified to opt out and have opted out of receiving
securitization proceeds and being assessed uplift charges under Chapter 39,

Subchapter N of PURA.

The municipally owned utilities listed on attachment B of the agreement have opted

out of uplift charges.

The agreement provides that other load-serving entities that are parties to this
proceeding, as reflected on attachment B to the agreement, and that are statutorily
qualified to opt out (as a REP that has the same corporate parent as or as an affiliate
to each of the REP's customers) have opted out of receiving securitization proceeds

and being assessed uplift charges pursuant to Chapter 39, Subchapter N of PURA.
Texas Retail Energy has opted out of uplift charges.

The agreement provides that the Order should acknowledge that, without waiving
any statutory exemption, the load-serving entities included on attachment B are
opting out and need not take further action in this or any other proceeding to
effectuate their removal from this securitization and from being subject to the

associated uplift charges.

The City of Georgetown, who is a municipally owned utility and is a party to this

proceeding, did not opt out of uplift charges under the agreement.
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Opt out in Docket No. 52364

47.

48.

49.

50.

The signatories agrees that, for the City of Georgetown and all load-serving entities
eligible to opt out who are not parties to this proceeding and who are not member
cooperatives of a party to this proceeding, the Commission' s order in this proceeding
will require such load-serving entities to submit the following information to
effectuate their opt out in Docket No. 52364: (1) the LSE's legal name; (2) name and
contact information of the load-serving entity's authorized representative at ERCOT;
(3) the specific eligibility category for opting out under PURA § 39.653(d); (4) the
load-serving entity's Data Universal Numbering System (DUNS) number; (5) the
name of the load-serving entity's QSE and that QSE's DUNS number; and (6)
confirmation by the load-serving entity or the load-serving entity's QSE that the
load-serving entity is in bankruptcy or has no amounts owing to ERCOT for usage
during the period of emergency; and that for all non-opt-in-entity (NOIE) load-
serving entities that effectuate an opt out in Docket No. 52364, ERCOT will not
assess uplift charges to any current or future load served by the NOIE load-serving

entities.

The testimony of Carrie Bivens provides the deadline for entities that have not opted
out under this agreement to file in Docket No. 52364 a notice of election 1o opt out

as 45 calendar days after the date of this Order.

The 45-day deadline for load-serving entities to file a notice of opt in Docket No.

52364 is an appropriate amount of time for such notices.

The information required in the agreement for the City of Georgetown and all load-
serving entities eligible to opt out who are not parties to this proceeding and who are
not member cooperatives of a party to this proceeding is the appropriate information

needed for such an entity to opt out of uplift charges in Docket No. 52364.

Maintaining opt-out status

51.

It is necessary and appropriate that a REP that opts out of uplift charges not gain an

undue market advantage by changing the option under which it is certificated at the
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52.

time it opts out by precluding such opt-out REP from amending its certification to

allow service under a different option.

Opt out REPs should not be precluded from forming a new entity to enter the market
and obtain a REP certificate under any available option, but which will not have opt-

out status.

3. Uplift Balance and Distribution of Proceeds

53.

54.

55.

The agreement describes the mechanism to determine the amount of proceeds a load-
serving entity will receive of the $2.1 billion of proceeds resulting from the financing

of the uplift balance.

The agreement provides that up to $2.1 billion in securitization proceeds will be
allocated to load-serving entities that have not opted out on a load-ratio-share basis

using the methodology described and set out in attachment C to the agreement.

The agreement provides that the allocation provided for in the agreement and the
described methodology in attachment C to the agreement is consistent with the
requirements set out in PURA § 39.653 and ensures that eligible entities that opt-out
through this agreement or in Docket No. 52364, or that are ineligible, will not be
allocated any portion of the securitization proceeds and will not be subject to any

uplift charges contemplated under Chapter 39, Subchapter N of PURA.

Affiliate status of REPs

56.

The agreement provides that the affiliate status of each REP that is a party or
represented by a party in this is properly reflected in attachment C to the agreement,
that any REP that is not represented by a party to this proceeding must propose any
changes to its resource affiliate status (unaffiliated REP or affiliate REP) no later
than the deadline set by the Commission in either this docket or in Docket No.
52364, and that a REP s resource affiliate status will be used to determine the
category for which the REP will be allocated funds from the opt-out pool, as

described in attachment C to the agreement.
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57.

58.

The testimony of Carrie Bivens provided the deadline for REPs that are not
represented by a party to this proceeding must propose any changes to its resource

affiliate status as 30 calendar days after the date this order is signed.

The 30-day deadline for REPs that are not represented by a party to this proceeding

to propose any changes to its resource affiliate status is appropriate.

Amount and distribution of financing proceeds

59.

The agreement provides that the amount of proceeds a load-serving entity will
receive will be based on a final calculation provided by ERCOT in Docket No.
52364 using the methodology described in attachment C of the agreement, reflecting
actual opt outs of load-serving entities and transmission-voltage customers opt outs

as approved in Docket No. 52364.

Each REP that is eligible and chooses to receive financing proceeds authorized by
this Order will provide ERCOT with the interval-level settlement meter data for
each of its transmission-voltage customers, including associated ESIDs, that have

opted out.

ERCOT will aggregate that interval-level meter data for each REP, adjust for
transmission losses and unaccounted-for-energy, and provide the market-wide

aggregated data to the parties in Docket No. 52364.

ERCOT will calculate the load-ratio share for each load-serving entity as set out in
step 1 in attachment C to the agreement and provide the calculation in Docket No.

52364.

For each eligible load-serving entity, ERCOT will provide a calculation of total
exposure, total exposure adjusted for transmission-voltage-customer opt-outs, and
load-ratio share, in accordance with the methodology set forth in attachment C to
the agreement and provide the calculations in Docket No. 52364. Each eligible
load-serving entity will verify the calculation of its total exposure provided by
ERCOT in Docket No. 52364 no later than the deadline established by the

Commission.
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60.

61.

62.

63.

64.

65.

66.

67.

68.

€.

ERCOT will then perform the calculation of the proceeds allocation under the terms
of the agreement in accordance with the steps described in attachment C to the
agreement. ERCOT will provide documentation of the calculation in Docket No.

52364.

The calculation of the load-ratio share for each load-serving entity will use data

found in the ERCOT settlement costs.

ERCOT can perform the calculations set out in paragraph 10 of the agreement and

attachment C to the agreement.

Attachment C to the agreement identifies defaulted REPS that have been removed

from the market, direct-current ties, and other entities ineligible to receive proceeds.

The methodology in the agreement to determine the amount of financing proceeds
each load-serving entity that does not opt out and that is not an ineligible entity will
receive provides those load-serving entities an appropriate amount of the subchapter

N bond proceeds.

The testimony of Carrie Bivens provides the deadline for ERCOT to file its
calculation of total exposure, total exposure adjusted for transmission-voltage-

customer opt-outs, and load-ratio share as 55 days from the date of this Order.

Ms. Bivens testimony aiso provides the deadline for each eligible load-serving entity
to verify the calculation of its total exposure as 70 calendar days from the date of

this Order.

The 55-day deadline for ERCOT to provide its calculations and the 70-day deadline
for load-serving entities to verify ERCOT’s calculation are appropriate amounts of

time for these actions.

The uplift balance will be the amount, not to exceed $2.1 billion, that results from

using the methodology in the agreement as detail in the testimony of Michael Carter.

The methods detailed in the agreement and the testimonies of Michael Carter and

Carrie Bivens are appropriate for determining the amount of subchapter N bond
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69.

70.

71.

72.

73.

74.

proceeds that should be distributed to load-serving entities that have not opted out

or are not eligible to receive such proceeds.

The agreed methodology will provide a higher proportion of the subchapter N bond

proceeds to those load-serving entities that that have a higher risk of liquidity issues.

The agreed methodology will ensure that each participating load-serving entity will
receive at least 50% of its adjusted total exposure and the higher-risk load-serving

entities will receive 100%.

The agreed methodology will ensure a lower-risk, prompt, and efficient distribution
of subchapter N bond proceeds that will help stabilize the financial position of the

load-serving entities and therefore the ERCOT market.

By including the pass through of subchapter N bond proceeds or an adjustment of
invoices, the agreed methodology further reduces the risk of additional defaults and

further financial strain on the ERCOT market.

By improving the financial position and lowering the risks of market participants,

the ERCOT market will be in a stronger and more stable financial position.

The public interest will be served by used of the agreed methodology to distribute
subchapter N bond proceeds.

Securitization Proceeds

75.

The signatories agreed that each load-serving entity that receives securitization
proceeds must (1) provide a refund to customers for any ancillary-service costs in
excess of the system-wide offer cap or reliability-deployment-price-adder (RDPA)
charges that were passed through and have been paid by the load-serving entity's
customers, and (2) adjust customer invoices to remove ancillary-service costs in
excess of the system-wide offer cap or RDPA charges that were passed through but
have not been paid by the load-serving entity's customers. If a load-serving entity
is not allocated 100% of its total exposure, any refunds or adjustments to invoices
will be made in an amount that is not less than an amount that is proportionate to the

percentage of the load-serving entity's total exposure that was allocated to that load-
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76.

serving entity. Each load-serving entity that receives securitization proceeds is not
required to pass through those proceeds for any ancillary-service costs in excess of
the system-wide offer cap or RDPA charges that could have been passed through
under a customer' s terms of service and were not, and the load-serving entity will

not hold the customer responsible for payment of those ancillary-service costs or

RDPA charges.

The procedures specified for entities that receive securitization proceeds is necessary

and appropriate to ensure that the purposes of this Order are met.

4, Upfront Costs and Ongoing Costs

77.

78.

79.

&80.

&l.

ERCOT has requested authorization to finance and pay for its upfront costs from the

proceeds of the subchapter N bonds in accordance with this Order.

Upfront costs include (a) the cost of original issue discount, credit enhancements
and other arrangements to enhance marketability; (b) the cost of ERCOT's financial
advisor; (¢) SEC registration fees, underwriters' fees, rating agency fees, and
attorneys' fees; (d) any costs incurred by ERCOT, including costs related to the
establishment and maintenance of BondCo; (e) any other costs incurred by ERCOT
in connection with the implementation of this Order; and (f) any costs incurred by

ERCOT if this Order is appealed.

The actual upfront costs to be paid from the proceeds of the subchapter N bonds will

not be known unti] the subchapter N bonds are issued.

The form issuance advice letter contains sections for the estimated upfront costs to
be paid from the proceeds of the subchapter N bonds. ERCOT's best estimate of the
upfront costs associated with the issuance of each series of subchapter N bonds is to
be specified in the issuance advice letter attached to this Order delivered by ERCOT

in connection with the issuance of such series of subchapter N bonds.

ERCOT will update the amount of such upfront costs in the issuance advice letter to
reflect more current information available to ERCOT prior to the issuance of the

subchapter N bonds.
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82.

83.

84.

85.

86.

87.

88.

89.

The Commission may incur costs to engage its representative and such cost are
necessary and appropriate to include in upfront costs to ensure that the Commission

may properly exercise its role in the issuance of subchapter N bonds.

ERCOT has requested authorization to recover reasonable ongoing costs of
maintaining and servicing subchapter N bonds through uplift charges, as provided

in this Order.

Ongoing costs are a cost to repay amounts financed under Subchapter N as

authorized by this Order.

The actual ongoing costs of administering and servicing the subchapter N bonds will

not be known until the subchapter N bonds are issued.

The form issuance advice letter attached to this Order contains sections for the

estimated ongoing costs to be paid from the assessment of uplift charges.

The amount of ongoing costs will be updated in the issuance advice letter to reflect

more current information available to ERCOT prior to the issuance of the subchapter

N bonds.

ERCOT's best estimate of the ongoing costs associated with the issuance of each
series of subchapter N bonds is to be specified in the issuance advice letter delivered

by ERCOT in connection with the issuance of such series of subchapter N bonds.

The financing of upfront costs to be paid from the proceeds of the subchapter N
bonds, as well as the assessment of uplift charges for the payment of ongoing costs
associated with the subchapter N bonds as described in this Order are reasonable and
necessary in connection with the implementation of this Order and the proposed

financing transactions, and should therefore be approved.

5. Amounts to be Securitized

90.

ERCOT has requested authority to securitize uplift charges and cause the issuance
of subchapter N bonds to finance an amount consiting of the following items: (a) the

uplift balance in an amount of up to $2.1 billion, plus (b) the upfront costs associated
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91.

92.

93.

with the issuance of the subchapter N bonds. This amount is reference in this Order

as the securitizable amount.

It is necessary and appropriate to authorize ERCOT to cause subchapter N bonds to
be issued in an aggregate principal amount not to exceed the securitizable amount,

subject to the issuance-advice-letter process described in this Order.

The issuance of subchapter N bonds as provided in this Order is necessary and
appropriate to support the financial integrity of the wholesale market and to protect
the public interest considering the impact on both wholesale-market participants and

retail customers.

Entry of this Order will allow load-servicing entities that were assessed
extraordinary uplift charges due to consumption during the period of emergency to
pay those charges over a longer period of time, alleviating liquidity issues and

reducing the risk of additional defaults in the wholesale market.

6. Issuance Advice Letter

94.

95.

96.

Under ERCOT’s proposed financing, ERCOT will submit a draft issuance advice
letter in the form attached to this Order as attachment A to Commission Staff for
review not later than two weeks prior to the expected date of the commencement of

marketing or sale of each series of subchapter N bonds.

No later than one week after receipt of the draft issuance advice letter, Commission
staff will provide ERCOT comments and recommendations regarding the adequacy

of the information provided.

Because the actual structure and pricing of the subchapter N bonds will not be known
at the time this Order is issued, following determination of the final terms of the
subchapter N bonds and prior to issuance of the subchapter N bonds, ERCOT will
file with the Commission for each series of subchapter N bonds issued, and no later
than 24 hours after the pricing of that series of subchapter N bonds, a final issuance

advice letter.
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97.

98.

99.

100.

101.

102.

103.

104.

The form issuance advice letter contains sections for the estimated upfront costs to

be paid from the proceeds of the subchapter N bonds.

Within 60 days of issuance of the subchapter N bonds, ERCOT will submit to the
Commission a final accounting of the total upfront costs with respect to such

1ssuance.

The issuance advice letter will report the actual dollar amount of the initial uplift

charges and other information specific to the subchapter N bonds issued.

All amounts that require computation will be computed using the mathematical

formulas contained in the form of the issuance advice letter.

Commission Staff may request revisions to the draft issuance advice letter as

necessary to ensure that the requirements of PURA and this Order have been met.

The initial uplift charges and the final terms of the subchapter N bonds set forth in
the issuance advice letter will become effective on the date of issuance of the
subchapter N bonds, which will not occur prior to the fifth business day after pricing
unless prior to noon on the fourth business day after pricing the Commission issues
an order finding that the proposed issuance does not comply with the requirements

of PURA or this Order.

If the actual upfront costs payable from the proceeds of the subchapter N bonds as
indicated in ERCOT's issuance advice letter are less than the upfront costs included
in the amount allocated therefor from the proceeds of the subchapter N bonds, the
periodic billing requirement, for the first quarterly true-up adjustment will be
reduced by the amount of such unused funds, together with interest, if any, earned

on the investment of such funds.

If the actual upfront costs payable from the proceeds of the subchapter N bonds as
indicated in ERCOT's issuance advice letter are more than the upfront costs included
in the amount allocated therefor from the proceeds of the subchapter N bonds, the
periodic billing requirement for the first quarterly true-up adjustment wili be

increased by the amount necessary for the payment of such excess costs.
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105.

106.

1. BondCo.

The completion and filing of an issuance advice letter in the form attached to this
Order as attachment A, including the certification from ERCOT, is necessary and
appropriate to ensure that any securitization actually undertaken by ERCOT

complies with the terms of this Order.

The certification statement contained in ERCOT's certification letter will be worded
identically to the statement in the form of the issuance advice letter attached to this
Order. Other aspects of the certification letter may be modified to describe the
particulars of the subchapter N bonds and the actions that were taken during the

transaction.

C. Structure of the Proposed Financing

Creation and Structure

107.

108.

109.

110.

ERCOT proposed to create one or more special purpose funding entities (each of
which is referred to as BondCo)as a Delaware limited liability company with

ERCOT as its sole member.

BondCo will be formed for the limited purpose of (a) imposing, collecting and
receiving uplift charges and acquiring uplift property and related assets to support
its obligations under the subchapter N bonds, (b) issuing subchapter N bonds in one
or more series, and (c) performing other activities relating thereto or otherwise

authorized by this Order.

BondCo will not have authority to engage in any other activities and will have no
assets other than as contemplated in this Order and related assets to support its
obligations under the subchapter N bonds. Obligations relating to the subchapter N

bonds will be BondCo's only significant liabilities.

If ERCOT determines it to be necessary to achieve the lowest overall uplift charges
consistent with market conditions, ERCOT may cause BondCo to be organized and
managed in a manner designed to achieve the objective of maintaining BondCo as a
bankruptcy-remote entity that would not be affected by the bankruptcy of ERCOT

or any other affiliates of ERCOT or any of their respective successors.
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111.

112.

113.

114.

ERCOT may also cause BondCo to have at least one independent manager whose
approval will be required for certain major actions or organizational changes by

BondCo.

BondCo may also be restricted from amending the provisions of the organizational
documents that relate to bankruptcy-remoteness of BondCo without the consent of

the independent manager.

BondCo may also be restricted from instituting bankruptcy or insolvency
proceedings or from consenting to the institution of bankruptcy or insolvency
proceedings against it, or to dissolve, liquidate, consolidate, convert, or merge

without the consent of the independent manager.

Other restrictions to facilitate bankruptcy-remoteness may also be included in the
organizational documents of BondCo, as applicable under rating agency

considerations.

Capital of Bondco

115.

116.

The initial capital of BondCo will be a nominal amount of $100. If necessary to
maintain status as a bankruptcy remote entity or to preserve ERCOT's status as an
exempt 501(c)(4) organization under applicable federal tax and securities laws with
respect to any issuance of subchapter N bonds, then as a condition to the issuance of
subchapter N bonds, BondCo will secure the minimum capital as may be required

in accordance with such laws and regulations then in effect.

As a condition to accepting any issuance advice letter relating to any issuance of
subchapter N bonds in a public or private offering, the Commission may require
such documentation, opinions, or other assurances as may be reasonably necessary

to ensure that the applicable capitalization requirements have been met.

Issuance of Bonds

117.

Concurrently with the issuance of any of the subchapter N bonds, ERCOT will
transfer and assign to BondCo all of ERCOT's rights under this Order related to the
amount of subchapter N bonds to be issued by BondCo, including rights to impose,

collect, and receive uplift charges approved in this Order. After the transfer,
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118.

119.

120.

BondCo will have all of the right, title, and interest of ERCOT in the uplift property
arising under this Order that is related to the amount of subchapter N bonds issued

by BondCo.

For each series of subchapter N bonds consisting of one or more tranches, BondCo
will pledge to the indenture trustee, as collateral for payment of the subchapter N
bonds, the uplift property, including BondCo's right to receive the uplift charges as

and when collected, and certain other collateral described in ERCOT's application.

The use and proposed structure of BondCo and the limitations related to its
organization and management are necessary and appropriate to minimize risks

related to the proposed financing transactions and to minimize the uplift charges.

It is necessary and appropriate that ERCOT structure Bondco in the manner that will

result in lowest overall uplift charges consistent with market conditions

2. Credit Enhancement and Arrangements to Enhance Marketability

121.

122.

123.

124.

ERCOT requested approval to use additional forms of credit enhancement—
including letters of credit, reserve accounts, surety bonds, or guarantees—and other
mechanisms designed to promote the credit quality and marketability of the

subchapter N bonds if the benefits of such arrangements exceed their cost.

ERCOT also asked that the costs of any credit enhancements as well as the costs of
arrangements to enhance marketability be included in the amount of upfront costs to

be securitized.

Except for the collection account and its subaccounts, if the use of original issue
discount, credit enhancements, or other arrangements is proposed by ERCOT,
ERCOT will provide the Commission's designated representative copies of all cost-
benefit analyses performed by or for ERCOT that support the request to use such

arrangements.

ERCOT's proposed use of credit enhancements and arrangements to enhance
marketability is customary and is necessary and appropriate to provide the best credit

quality and marketability of the subchapter N bonds, provided that ERCOT certifies
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that the enhancements or arrangements provide benefits greater than their cost and

that such certifications are agreed to by the Commission's designated representative.

3. Uplift Property

125.

126.

127.

128.

PURA § 39.662(a) states that the rights to impose, collect, and receive the uplift
charges approved in this Order along with the other rights arising pursuant to this
Order will become uplift property upon the transfer of such rights by ERCOT to
BondCo.

If subchapter N bonds are issued in more than one series, then the uplift property
transferred as a result of each issuance will be only those rights associated with that

portion of the uplift property securitized by such issuance.

The rights to impose, collect and receive uplift charges along with the other rights
arising under this Order as they relate to any portion of the total amount authorized
to be securitized that remains unsecuritized will remain with ERCOT and shall not
become uplift property unless and until transferred to a BondCo in connection with

a subsequent issuance of subchapter N bonds.

Uplift property and all other collateral will be held and administered by the indenture
trustee in accordance with the indenture, as described in ERCOT's application. This
structure is customary for securitized debt and pledged collateral, and is necessary

and appropriate to ensure that the lowest uplift charges will be achieved.

4. Servicer and Servicing Agreement

129.

130.

131.

ERCOT proposes to execute a servicing agreement with BondCo. The servicing

agreement may be amended, renewed or replaced by another servicing agreement.

The entity responsible for carrying out the servicing obligations under any servicing

agreement is the servicer.

ERCOT will be the initial servicer but may be succeeded as servicer by another
entity under certain circumstances detailed in the servicing agreement and as

authorized by the Commission in accordance with this Order.
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132.

133.

134.

135.

136.

137.

A replacement servicer will not begin providing service until the date the
Commission approves the appointment and the servicing fee of such replacement

servicer.

Under the servicing agreement, the servicer is required to impose and collect the
applicable uplift charges for the benefit and account of BondCo, to make the periodic
true-up adjustments of uplift charges required or allowed by this Order, and to
account for and remit the applicable uplift charges to or for the account of BondCo
in accordance with the remittance procedures contained in the servicing agreement
without any charge, deduction or surcharge of any kind, other than the servicing fee

specified in the servicing agreement.

Under the terms of the servicing agreement, if any servicer fails to perform its
servicing obligations in any material respect, the indenture trustee acting under the
indenture to be entered into in connection with the issuance of the subchapter N
bonds, or the indenture trustee's designee, may, or, upon the instruction of the
requisite percentage of holders of the outstanding amount of subchapter N bonds,
will appoint an alternate party to replace the defaulting servicer, in which case the
replacement servicer will perform the obligations of the servicer under the servicing

agreement.

The obligations of the servicer under the servicing agreement and the circumstances
under which an alternate servicer may be appointed will be fully described in the

servicing agreement.

The rights of BondCo under the servicing agreement will be included in the
collateral pledged to the indenture trustee under the indenture for the benefit of

holders of the subchapter N bonds.

The servicing agreement negotiated as part of any financing under this Order will
contain a recital clause that the Commission, or its attorney, may enforce the
servicing agreement for the benefit of Texas wholesale-market participants or their

customers to the extent permitted by law.
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138.

139.

140.

141.

The servicing agreement negotiated as part of this securitization will include a
provision that ERCOT indemnify the Commission in connection with any increase
in servicing fees that become payable as a result of a default resulting from ERCOT's
willful misconduct, bad faith or negligence in performance of its duties or

observance of its covenants under the servicing agreement.

The obligations to continue to provide service and to collect and account for uplift

charges will be binding upon ERCOT and its successors.

It is necessary and appropriate that the servicing agreement require the assessment

of uplift charges in the manner required by this Order.

[Note: these two findings were moved to findings 176 and 177 in section 8, uplift
charges.]The servicing arrangements described in this Order are reasonable, and are
necessary and appropriate to reduce risk associated with the proposed financing,
result in lower uplift charges, and support the financial integrity of the wholesale

market and are necessary to protect the public interest.

5. Subchapter N Bonds

142.

143.

144.

BondCo will issue and sell subchapter N bonds in one or more series, and each series

may be issued in one or more tranches.

The legal final maturity date of any series of subchapter N bonds will not exceed 30
years from the date of issuance of the first series of subchapter N bonds. The legal
final maturity date of each series and tranche within a series and amounts in each
series will be finally determined by ERCOT and the Commission's designated
representative, consistent with market conditions, at the time the subchapter N bonds
are priced, but subject to ultimate Commission review through the issuance advice

letter process.

ERCOT will retain sole discretion regarding whether or when to assign, sell, or
otherwise transfer any rights concerning uplift property arising under this Order, or
to cause the issuance of any subchapter N bonds authorized in this Order, subject to
the right of the Commission to find that the proposed issuance does not comply with

the requirements of PURA and this Order.
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145.

146.

BondCo will issue the subchapter N bonds on or after the fifth business day after
pricing of the subchapter N bonds unless, prior to noon on the fourth business day
following pricing of the bonds, the Commission issues an order finding that the

proposed issuance does not comply with the requirements of PURA and this Order.

The Commission finds that the proposed structure—providing substantially level
annual debt service and revenue requirements over the expected life of the
subchapter N bonds—is in the public interest and should be used. This structure is
reasonable and should be approved, provided that the issuance advice letter

demonstrates that all of the statutory requirements are met.

6. Security for the Subchapter N Bonds

147.

148.

149.

The payment of the subchapter N bonds and related charges authorized by this Order
will be secured solely by uplift charges explicitly assessed to repay the subchapter

N bonds and other collateral as described in the application.

Each series of the subchapter N bonds will be issued pursuant to an indenture

administered by the indenture trustee.

The indenture will include provisions for a collection account for the series and
subaccounts for the collection and administration of the uplift charges and payment
or funding of the principal and interest on the subchapter N bonds and other costs,

including ongoing fees and expenses, in connection with the subchapter N bonds.

Collection Account

150.

151.

Under the indenture, BondCo will establish a collection account as a trust account
to be held by the indenture trustee as collateral to ensure the payment of the
principal, interest, and other costs approved in this Order related to the subchapter

N bonds in full and on a timely basis.

The collection account will include a general subaccount, a capital subaccount, and

an excess funds subaccount, and may include other subaccounts.

(a) The General Subaccount

152.

The indenture trustee will deposit the uplifi charges remitted by the servicer to the

indenture trustee for the account of BondCo into one or more segregated trust
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153.

accounts and allocate the amount of those remittances to the general subaccount.
The indenture trustee will on a periodic basis apply moneys in this subaccount to
pay expenses of BondCo, to pay principal and interest on the subchapter N bonds,

and to meet the funding requirements of the other subaccounts.

The funds in the general subaccount will be invested by the indenture trustee in
short-term high-quality investments, and such funds, including, to the extent
necessary, investment earnings, will be applied by the indenture trustee to pay
principal and interest on the subchapter N bonds and all other components of the
periodic payment requirement in accordance with the terms of the indenture and this

Order.

(b) The Capital Subaccount

154.

155.

156.

157.

158.

If in connection with the issuance of any series of subchapter N bonds, ERCOT
determines it to be necessary to establish capital reserves to achieve the lowest
overall financing cost, ERCOT may make a capital contribution to BondCo for that

series, which BondCo will deposit into the capital subaccount.

The amount of the capital contribution is expected to be not less than the required
percentage of the original principal amount of each series of subchapter N bonds, as
determined under applicable tax and securities laws and regulations and applicable

rating agency considerations.

The capital subaccount will serve as collateral to ensure timely payment of principal
and interest on the subchapter N bonds and all other components of the periodic

payment requirement.

Any funds drawn from the capital account to pay these amounts due to a shortfall in
the uplift-charge remittances will be replenished through future uplift-charge

remittances.

The funds in this subaccount will be invested by the indenture trustee in short-term
high-quality investments, and such funds, including investment earnings, will be
used by the indenture trustee to pay principal and interest on the subchapter N bonds

and all other components of the periodic payment requirement.
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159.

160.

161.

162.

163.

Upon payment of the principal amount of all subchapter N bonds and the discharge
of all obligations that may be paid by use of uplift charges, all amounts in the capital
subaccount, including any investment earnings, will be released to BondCo for

further remittance to ERCOT.

Investment earnings in the capital subaccount may be released earlier in accordance

with the indenture.

The capital contribution to BondCo will be funded by ERCOT, in an amount upfront
and also over time, if beneficial for the debt treatment of the transaction for federal

tax purposes.

To ensure that wholesale-market participants receive the appropriate benefit from
the securitization approved in this Order, the proceeds from the sale of the

subchapter N bonds will not be applied towards this capital contribution.

Because ERCOT funds the capital subaccount, it is appropriate that ERCOT receive
the investment earnings earned through the indenture trustee's investment of that

capital from time to time.

[Note: this finding duplicates findings 158 and 159.](c) The Excess Funds Subaccount

164.

165.

166.

The excess-funds subaccount will hold any uplift-charge remittances and investment
earnings on the collection account, other than earnings attributable to the capital
subaccount and released under the terms of the indenture, in excess of the amounts
needed to pay current principal and interest on the subchapter N bonds and to pay
other periodic payment requirements, including, but not limited to, replenishing the

capital subaccount.

Any balance in or allocated to the excess-funds subaccount on a true-up adjustment
date will be subtracted from the periodic billing requirement for purposes of the true-

up adjustment.

The money in this subaccount will be invested by the indenture trustee in short-term

high-quality, investments, and such money, including investment earnings thereon,
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will be used by the indenture trustee to pay principal and interest on the subchapter

N bonds and other periodic payment requirements.

(d) Other Subaccounts

167.

Other credit enhancements in the form of subaccounts may be utilized for any
issuance of subchapter N bonds. For example, ERCOT does not propose use of an
over-collateralization subaccount. If ERCOT subsequently determines, however,
that use of an over-collateralization subaccount or other subaccount are necessary to
obtain the highest possible ratings or shall otherwise increase the benefits of the
securitization, ERCOT may implement such subaccounts to reduce subchapter N

bonds charges.

7. General Provisions

168.

169.

170.

171.

172.

The collection account and the subaccounts described above are intended to provide
for full and timely payment of scheduled principal and interest on the subchapter N

bonds and all other components of the periodic payment requirement.

If the amount of uplift charges remitted to the general subaccount is insufficient to
make all scheduled payments of principal and interest on the subchapter N bonds
and to make payment on all of the other components of the periodic payment
requirement, the excess funds subaccount and the capital subaccount will be drawn

down, in that order, to make those payments.

Any deficiency in the capital subaccount because of such withdrawals must be

replenished to the capital subaccount on a periodic basis through the true-up process.

Additional accounts and subaccounts may be necessary to segregate amounts
received from various sources (e.g., amounts received from wholesale-market
participants), or to be used for specified purposes. Such accounts will be

administered and utilized as set forth in the servicing agreement and the indenture.

Upon the maturity of the subchapter N bonds and the discharge of all obligations in
respect thereof, remaining amounts in the collection account, other than amounts

that were in the capital subaccount, will be released to BondCo and equivalent
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173.

amounts will be credited by ERCOT to load-serving entities consistent with this
Order.

The use of a collection account and its subaccounts in the manner proposed by
ERCOT is customary and is reasonable, necessary, and appropriate to lower risks
associated with the financing and ensure that the lowest uplift charges under

Subchapter N will be achieved.

8. Uplift Charges — Allocation, Collection, Nonbypassability

174.

175.

176.

177.

ERCOT seeks authorization to allocate and collect from qualified scheduling entities
(QSESs) representing load-serving entities within the ERCOT wholesale market, in
the manner provided in this Order, uplift charges in an amount sufficient to ensure
the recovery of amounts expected to be necessary to timely provide all payments of
debt service and other required amounts and charges in connection with the

subchapter N bonds approved in this Order.

It is necessary and appropriate that uplift charges are in a sufficient amount to pay
principal and interest, or deposits to sinking funds in respect of principal and interest,
on the subchapter N bonds and any other amounts due in connection with the
subchapter N bonds, including ongoing fees and expenses and amounts required to
be deposited in or allocated to any collection account or subaccount, trustee
indemnities, payments due in connection with any expenses incurred by the
indenture trustee or the servicer to enforce bondholder rights and other payments
that may be required in accordance with the waterfall payments set forth in the

indenture, during the period for which such uplift charges are to be in effect.

It is necessary and appropriate that uplift charges are sufficient to ensure the
recovery of amounts necessary to timely provide all payments of debt service and

other required amounts and charges in connection with the subchapter N bonds.

It is necessary and appropriate for ERCOT to recover the ongoing costs associated
with servicing and administering subchapter N bonds through uplift charges because
those servicing and administrative costs are a cost to repay amounts financed under

Subchapter N, are necessary and unavoidable costs of financing the subchapter N
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178.

179.

180.

181.

182.

bonds under PURA, and are needed to ensure that the necessary costs to service the

subchapter N bonds will be covered.

The uplift charges must be assessed on all load-serving entities in accordance with
this Order, including wholesale-market participants who are in default but still
participating in the wholesale market, and wholesale-market participants who enter
the market after this Order is issued. [Note, findings 177 and 178 moved from

section 5, servicer and servicing agreement. ]

Uplift charges may be based on periodically updated transaction data to prevent
wholesale-market participants from engaging in behavior designed to avoid the

uplift charges.

ERCOT proposed that the subchapter N bonds have a scheduled final payment date
of not more than 30 years from the date of the first issuance of subchapter N bonds.
However, amounts assessed during such 30-year period may still need to be

recovered after the final payment date.

It is appropriate and necessary that amounts assessed before a scheduled final

payment date be collected even after the final payment date.

The initial uplift charges will be implemented no sooner than the first month

following the initial issuance of the subchapter N bonds.

Assessment to OSEs

183.

184.

ERCOT proposed that uplift charges be assessed to all QSEs that represent load-
serving entities on a load ratio share basis, including the load of load-serving entities
entering the market after the implementation of this Order, but excluding the load of
load-serving entities who have opted-out of uplift charges as provided by this this
Order. Load-serving entities who have not opted out or are ineligible or exempt

from uplift charges are referred to in this Order as obligated LSEs.

ERCOT proposed creating a new daily settlement invoice for uplift charges. Uplift

charges will be assessed and collected in accordance with the billing and collection



PUC Docket No. 52322 Draft Debt Obligation Order (Clean) Page 40 of 72

185.

standards for wholesale-market participants are as set forth in the ERCOT protocols,

as the same may be modified from time to time.

It is appropriate and necessary for ERCOT to develop and adopt new nodal protocol
provisions governing the assessment and collection of uplift charges. [need ordering

paragraph]

Uplift-Charges Assessment Methodology

186.

187.

The servicer will assess uplift charges to each QSE that represents one or more
obligated LSEs based on the load ratio share of the obligated LSEs represented by
the QSE. Because the load ratio share of individual obligated LSEs will change
daily based upon actual load and as obligated LSEs enter and exit the market from
time to time, ERCOT proposed that the load ratio share used to assess uplift charges
to QSEs be updated on a daily basis based upon on the actual load. The methodology
to be utilized by the servicer for the assessment of uplift charges is referenced in this
Order as the uplift-charges assessment methodology and is set forth immediately

below:

The servicer will determine the periodic billing requirement that must be billed for
any given period. The periodic billing requirement will be updated at least
annually, and on an interim basis from time to time in accordance with the true-up

procedures described in this Order.

The servicer will amortize the periodic billing requirement daily for the given

period. This amount is referenced in this Order as the daily amortization amount.

The servicer will assess the daily amortization amount to each QSE as a daily
charge, based upon the initial settlement data for the load ratio share of each

obligated LSE represented by the QSE.

The periodic payment requirement is the required periodic payment for a given
period (i.e., annually, semi-annually, or quarterly) due under the subchapter N
bonds. Each periodic payment requirement includes (a) the principal amortization
of the subchapter N bonds in accordance with the expected amortization schedule,

including deficiencies of previously scheduled principal for any reason; (b) periodic
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188.

189.

190.

191.

192.

193.

interest on the subchapter N bonds, including any accrued and unpaid interest; and
(c) ongoing costs consisting of the servicing fee, rating agencies' fees, trustee fees,

legal and accounting fees, and other ongoing fees and expenses.

The initial periodic payment requirement for the subchapter N bonds issued under

this Order will be updated in the issuance advice letter.

The periodic billing requirement is the aggregate dollar amount of uplift charges that
must be billed during a given period (i.e., annually, semi-annually, or quarterly) so
that the uplift-charge collections are sufficient to meet the sum of all periodic
payment requirements for that period, and also taking into account (a) forecast usage
data for the period; (b) forecast uncollectibles for the period; (c) forecast lags in

collection of billed uplift charges for the period; and (d) total potential exposure.

ERCOT requested that each QSE representing one or more obligated LSEs be
required to post collateral equal to four months of its projected uplift charges and
that, if an obligated LSE exits the market prior to the amortization of the uplift
balance debt, that ERCOT will retain the collateral held for the QSE that represents

that obligated LSE to the extent necessary to account for unpaid uplift charges.

If any QSE representing the interests of any obligated LSE defaults on or disputes
the payment of any uplift charges, then ERCOT, or any subsequent holder of the
uplift property, will be entitled to exercise any remedies and take any action in
accordance with PURA, Commission Substantive Rules, a Commission Order, or

the ERCOT protocols then in effect.

Two months of projected uplift charges for each obligated LSE is the appropriate
amount of collateral that ERCOT may require from QSEs representing obligated
LSEs.

The billing and collection standards, Uplift Charges Assessment Methodology,
remedies, and other procedures described in this Order are reasonable, necessary,
and appropriate for the assessment and collection of uplift charges sufficient to
support the timely payment of principal and interest on the subchapter N bonds and

any other amounts due in connection with the subchapter N bonds, to lower risks
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194.

associated with the collection of uplift charges, to lower subchapter N bonds
charges, to support the financial integrity of the wholesale market, and to protect the

public interest.

It is appropriate and necessary for ERCOT to develop and adopt new Protocol
provisions to the extent necessary to prevent wholesale market participants from
engaging in behavior designed to avoid default charges, including leaving and

reentering the market.

9. Mandatory True-Up of Uplift Charges

195.

196.

197.

198.

199.

PURA § 39.657 states that a debt obligation order must include a mechanism
requiring that uplift charges be reviewed and adjusted at least annually, to correct
any under-collections or over-collections during the preceding 12 months, and
ensure the expected recovery of amounts sufficient to timely provide all payments
of debt service and other required amounts and charges in connection with the debt

obligation order.

It is reasonable and necessary that uplift charges be reviewed and adjusted each

quarter following the closing of any series of bonds as provided in this Order.

With respect to any series of subchapter N bonds, ERCOT proposed that uplift
charges be reviewed and adjusted using the true-up procedure described and
reference in this Order as the standard true-up procedure. The servicer will make
adjustment filings related to each quarterly true up with the Commission within 45

days of the true up.

The servicer will be required to provide a quarterly true-up calculation until the
scheduled maturity of the subchapter N bonds, and if that calculation projects under-
collections of uplift charges, then the servicer will implement a true-up adjustment

in accordance with the standard true-up procedure.

A quarterly true up will provide additional certainty in the collection of funds to
repay the subchapter N bonds and is the appropriate frequency for true-up

clacuclations.



PUC Docket No. 52322 Draft Debt Obligation Order (Clean) Page 43 of 72

200.

A fixed amount of uplift charges will be allocated each day to the QSEs representing
the interests of obligated LSEs on a load ratio share basis and the collection of uplift
charges will not vary significantly because a fixed amount will be collected each day
regardless of day-to-day changes in the volume of load. ERCOT recommended the
adoption of true-up adjustments based upon cumulative differences, regardless of
the reason, between the periodic payment requirement, including scheduled
principal and interest payments on the subchapter N bonds, and the amount of uplift-
charge remittances to the indenture trustee. Adjustments will consider, among other

things, the following:

any increases or decreases in the periodic payment requirement, including any
unanticipated ongoing costs relating to the administration and maintenance of the

subchapter N bonds;

any changes to the ERCOT protocols or procedures relating to the forecasting of
projected loads, uncollectibles, and delinquencies, including declines in collection

from any ERCOT customer class;

any changes to the ERCOT protocols relating to its allocation methodology for the

collection of uplift charges, to the extent permitted under this Order; and

any changes to the ERCOT protocols or procedures relating to the collection of

uplift charges from QSEs, to the extent permitted under this Order.

Standard True-up Procedure

201.

For each quarterly true-up calculation described in this Order, the servicer will make

true-up adjustments using the standard true-up procedure as follows:

a. With respect to each quarterly true up,

1) calculate under-collections or over-collections from the preceding true-up
period by subtracting the previous period's uplift charges revenues collected

from the periodic billing requirement determined for the same period;

2) estimate any anticipated under-collections or over-collections for the current or

upcoming true-up period;
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3)

4)

calculate the periodic billing requirement for the upcoming true-up period,
taking into account the total amount of prior and anticipated over-collection and
under-collection amounts described in steps (1) and (2) above and calculate the

daily amortization amount for the periodic billing requirement; and

assess the updated daily amortization amount to each QSE in accordance with

the uplift-charges assessment methodology.

With respect to any interim true-up period,

D

2)

3)

4)

calculate under-collections for the interim period by subtracting the interim
period's uplift charges revenues collected from the periodic billing requirement

determined for the same period,
estimate any anticipated under-collections for the remaining interim period;

calculate the periodic billing requirement for the remaining interim period,
taking into account the total amount of prior and anticipated under-collection
amounts described in steps (1) and (2) above and calculate the daily

amortization amount for the periodic billing requirement; and

assess the updated daily amortization amount to each QSE in accordance with
the uplift-charges assessment methodology, with the foregoing subject to the

procedures described in the final issuance advice letter.

10. Optional and Mandatory Interim True-Up of Uplift Charges

202.

a.

In addition to mandatory quarterly true-up adjustments approved in this Order,
ERCOT proposed that interim optional true-up adjustments may be made by the
servicer more frequently at any time during the term of the subchapter N bonds to
correct any projected under-collection, as provided in this Order, to assure timely
payment of subchapter N bonds based on rating agency and bondholder

considerations.

ERCOT also proposed that the servicer make mandatory interim true-up

adjustments on a more frequent basis as needed (a) if the servicer forecasts that the

uplift-charge collections will be insufficient to make all scheduled payments of
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203.

principal, interest, and other amounts in respect of the subchapter N bonds on a
timely basis during the current or next succeeding payment period; or (b) to

replenish any draws upon the capital subaccount.

In the event of an optional or optional mandatory interim true-up, the interim true-
up adjustment will be filed not less than 15 days prior to the first billing cycle of the

month in which the revised daily amortization amount will be in effect.

11. Additional True-Up Provisions

204.

205.

206.

207.

208.

209.

The true-up-adjustment filing will contain the servicer's calculation of the true-up

adjustment to the uplift charges.

The Commission will have 15 days after the date of a true-up-adjustment filing to

confirm that the servicer's adjustment complies with PURA and this Order.

Any true-up adjustment filed with the Commission will be effective on its proposed

effective date, which will be not less than 15 days after filing.

Any necessary corrections to the true-up adjustment will be made in future true-up

adjustment filings.

Any interim true-up may take into account the periodic payment requirement for the

next succeeding twelve 12 months if required by the servicing agreement.

The mandatory true up, the optional interim true up, and the mandatory interim true
up and the true-up procedures contained in this Order are reasonable and appropriate
to ensure that the collection of uplift charges arising from the uplift property will be
sufficient to timely pay principal and interest on the subchapter N bonds and any
other amounts due in connection with the subchapter N bonds, will lower risks
associated with the collection of uplift charges, and will result in lower subchapter
N bonds charges and to support the financial integrity of the wholesale market and

is necessary to protect the public interest.

12. Designated Representative

210.

To ensure that the structuring and pricing of the subchapter N bonds result in the

lowest uplift charges consistent with market conditions and the terms of this Order,
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211.

212.

213.

it is necessary and appropriate for the Commission or its designated representative
to have a decision-making role co-equal with ERCOT with respect to the structuring
and pricing of the subchapter N bonds and that all matters related to the structuring
and pricing of the subchapter N bonds shall be determined through a joint decision
of ERCOT and the Commission or its designated representative. The Commission's
participation will ensure that the structuring and pricing of the subchapter N bonds
result in a balance between obtaining the lowest uplift charges and expediting the
funding of the uplift balance consistent with market conditions and the terms of this

Order.

It is necessary and appropriate that the Commission or its designated representative
have an opportunity to participate fully and in advance in all plans and decisions
relating to the structuring, marketing, and pricing of the subchapter N bonds and that
it be provided timely information as necessary to allow it to participate in a timely
manner, including, but not limited to, information prepared for the benefit of rating
agencies and information prepared for use in marketing the subchapter N bonds to

investors.

It is necessary and appropriate that the Commission or its designated representative
require a certificate from any underwriters confirming that the structuring,
marketing, and pricing of the subchapter N bonds resulted in the lowest uplift
charges consistent with market conditions, the marketing plan, and the terms of this

Order.

ERCOT expects the following transaction documents to be executed in connection
with each series of subchapter N bonds issued under this Order: an administration
agreement, indenture, limited-liability-company agreement, uplift-property
servicing agreement, and uplift-property purchase and sale agreement. It is
necessary and appropriate that the Commission's designated representative be
afforded an opportunity to review and comment on these documents before they are
finalized, and that the final versions are consistent with this Order. It is also

necessary and appropriate for the Commission to exercise its oversight
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responsibilities that the final version of these transaction be filed with the

Commuission.

13. Lowest Uplift Charges

2{4.

215.

216.

217.

218.

219.

a.

PURA § 39.651(e) states that the Commission must ensure that the structuring and
pricing of the Subchapter N bonds result in the lowest uplift charges consistent with
market conditions and the terms of this Order and that in making this determination
any present value calculation must use a discount rate equal to the proposed interest

rate on the bonds.

The debt financing mechanism approved by this Order and achieves the goals

established by the Legislature and will help stabilize the wholesale electric market.

Financing the uplift balance in this manner approved in this Order will support the
financial integrity of the wholesale market and is necessary to protect the public
interest, considering the impacts on both wholesale-market participants and retail

customers.

When evaluating uplift charges, any present value calculation must use a discount

rate equal to the proposed interest rate on the financings.

The financing structure approved by this Order, including the securitization of uplift
charges and the initial issuance of subchapter N bonds, will result in the lowest uplift

charges consistent with market conditions.

ERCOT has proposed a transaction structure that is expected to include, but is not

limited to,

the use of BondCo as issuer of the subchapter N bonds, limiting the risks to
subchapter N bonds holders of any adverse impact resulting from a bankruptcy

proceeding of its parent or any affiliate;

the right to impose and collect uplift charges that are nonbypassable and which
must be trued-up at least annually, but may be required to be trued-up more
frequently under certain circumstances, to assure the timely payment of the debt

service and other ongoing costs;
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220.

to maintain Bondco’s status as a bankruptcy remote entity or to preserve ERCOT's
status as an exempt 501(c)(4) organization under applicable federal tax and
securities laws with respect to any issuance of subchapter N bonds, then as a
condition to such issuance, BondCo will secure the minimum capital as may be

required in accordance with such laws and regulations then in effect;

benefits for federal income tax purposes including, (a) the transfer of the rights
under this Order to BondCo not resulting in gross income to ERCOT and the future
revenues under the uplift charges being included in ERCOT gross income under its
usual method of accounting, (b) the issuance of the subchapter N bonds and the
transfer of the proceeds of the subchapter N bonds to ERCOT not resulting in gross
income to ERCOT, and (c) the subchapter N bonds constituting obligations of
ERCOT;

other features to meet requirements to obtain debt treatment for federal tax
purposes, and also to satisfy the requirements of applicable securities laws and

regulations;

marketing the subchapter N bonds using proven underwriting and marketing
processes, through which market conditions and investors' preferences with regard
to the timing of the issuance, the terms and conditions, related maturities, and other
aspects of the structuring and pricing shall be determined, evaluated and factored

into the structuring and pricing of the subchapter N bonds; and

furnishing timely information to the Commission's designated representative to
allow the Commission through the issuance advice letter process to ensure that the
structuring and pricing of the subchapter N bonds result in the lowest uplift charges

consistent with market conditions and the terms of this Order.

ERCOT's proposed transaction structure, as modified by this Order, is necessary and
appropriate to ensure that the structuring and pricing of the subchapter N bonds will

result in the lowest uplift charges consistent with market conditions and this Order.
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221.

222.

223.

224.

225.

D. Use of Net Proceeds
Upon issuing the subchapter N bonds, BondCo will transfer the net proceeds from
the sale of the subchapter N bonds to ERCOT to be remitted to QSEs representing
one or more load-serving entities for the recovery of qualifying costs as determined

by this Order.

Each QSE that receives proceeds from ERCOT for the recovery qualifying costs is
obligated to remit such amounts to each load-serving entity whom it represents in

the amounts required by this Order.

Each load-serving entity that receives proceeds from the subchapter N bonds will be
required to use the proceeds solely to fulfill payment obligations directly related to
qualifying costs and refunding qualifying costs to retail customers who have paid or

otherwise would be obligated to pay such costs.

Any load-serving entity that receives any portion of the net proceeds of subchapter
N bonds that exceed the entity's actual qualifying costs will be required to
immediately notify ERCOT and remit any Excess Receipts back to ERCOTand any
such excess receipts received by ERCOT must be credited against the uplift balance

to reduce the remaining uplift charges.

The Commission concludes that the steps for the allocation of net proceeds from the
sale of subchapter N bonds for the payment of the uplift balance to QSEs
representing the interests of qualifying load-serving entities as described in this
Order are reasonable, necessary, and appropriate to ensure that the net proceeds of
the subchapter N bonds will be used solely for the purposes described in Subchapter
N.

IV. Conclusions of Law

The Commission makes the following conclusions of law.

1. ERCOT is the independent organization as defined in PURA § 39.652(1).

ERCOT was required to file an application for a debt obligation order under PURA

§ 39.653 by July 15, 2021.
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10.

11.

The Commission has jurisdiction and authority over ERCOT's application for a debt

obligation order under PURA § 39.653.

The Commission has authority to approve this debt obligation order PURA §§ 39.651—
39.664.

This debt obligation order contains all of the elements required by PURA §§ 39.651—-
39.664

This Order does not relieve or excuse any entity from paying amounts that it may owe to

ERCOT.

Notice of ERCOT's application was provided in compliance with applicable law, through

ERCOT's standard form of communication with load-serving entities.

Financing the uplift balance in the manner provided by this Order fulfills the purposes of
PURA § 39.651 by (1) allowing wholesale-market participants who were assessed
extraordinary uplift charges due to consumption during the period of emergency to pay
those charges over a longer period of time, alleviating liquidity issues and reducing the risk
of additional defaults in the wholesale market, and (2) allowing the Commission to stabilize

the wholesale electricity market in the ERCOT power region.

The issuance advice letter submission process contemplated in this Order for each series
of subchapter N bonds satisfies the requirements of PURA § 39.651(e), prescribing that
the Commission shall ensure that the structuring and pricing of the subchapter N bonds
results in the lowest uplift charges consistent with market conditions and the terms of this

Order.

The financing mechanism contemplated in this Order, including the securitization of uplift
charges and issuance of subchapter N bonds, satisfies the requirements of PURA
§ 39.653(a), prescribing that the financing will support the financial integrity of the
wholesale market and is necessary to protect the public interest, considering the impacts

on both wholesale-market participants and retail customers.

This Order adequately details the uplift balance to be recovered and financed as required

by PURA § 39.653(b)(1).
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12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

The financing of upfront costs to be paid from the proceeds of the subchapter N bonds as
described in this Order are costs of implementing this Order as described in PURA
§ 39.652(5).

The ongoing costs associated with administering subchapter N bonds as described in this

Order are costs of implementing this Order as described in PURA § 39.652(5)..

The period over which uplift charges approved by this Order may be assessed to repay the
subchapter N bonds complies with the requirement in PURA § 39.653(b)(2) that the period

not exceed 30 years.

PURA § 39.653(b)(2) does not preclude the servicer from recovering uplift charges
attributable to service rendered during the 30-year period but remaining unpaid at the end

of the 30-year period.

The processes approved in this Order for determining the amount of qualifying costs
attributable to qualifying load-serving entities and for remitting the net proceeds of the
subchapter N bonds for the payment of approved qualifying costs in conformance with the

agreement and this Order satisfy the requirements of PURA § 39.653(b)(3).

This Order ensures that the net proceeds of the subchapter N bonds must be used solely for

the purposes of financing qualifying costs as required by PURA § 39.651(d).

Amounts that are required to be paid to the servicer as uplift charges under this Order are

uplift charges as defined in PURA § 39.652(5).

The processes in this Order pertaining to the assessment and collection of uplift charges
and pertaining to the true-up of uplift charges satisfy the requirements of PURA
§ 39.653(c).

Any QSE representing one or more load-serving entities is responsible for paying and

settling uplift charges with ERCOT on behalf of its load-serving entities.

The process established in the agreement and this Order for allowing qualifying load-
serving entities to opt-out of the uplift charges satisfies the requirements of PURA

§ 39.653(d).
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22.

23.

24.

25.

26.

27.

28.

29.

30.

31

PURA § 39.653 does not apply to Brazos and it is not eligible to receive proceeds from the
uplift financing and is deemed to have opted-out under PURA § 39.653(d).

The requirement in this Order that any load-serving must return proceeds from the
subchapter N bonds in excess of the load-serving entities actual qualifying costs satisfies

the requirements of PURA § 39.653(e).

The subchapter N bonds authorized to be issued under this Order and PURA § 39.653 are
a nonrecourse debt secured solely by the uplift property created by this Order, including

the uplift charges explicitly assessed to repay the subchapter N bonds.

The subchapter N bonds authorized to be issued under this Order and PURA § 39.653 do
not create a personal liability for ERCOT.

This Order ensures that the imposition and collection of uplift charges authorized in this

Order are nonbypassable as required by PURA § 39.656.

The authority granted ERCOT in this Order to establish appropriate fees and other
amounts for pursuing amounts owed from QSEs and obligated LSEs satisfies PURA
§ 39.656.

The mechanisms for the true-up of uplift charges approved in this Order satisfy the

requirements of PURA § 39.657.

PURA § 39.662 prescribes that the rights and interests of ERCOT or its successor under
this Order, including the right to impose, collect and receive the uplift charges authorized

in this Order, are assignable and become uplift property when they are first transferred to

BondCo.

The rights, interests and property conveyed to BondCo in any purchase and sale agreement
or related bill of sale, including the irrevocable right to impose, collect and receive uplift
charges and the revenues and collections from uplift charges are uplift property within the

meaning of PURA § 39.662.

PURA § 39.662(b) prescribes that all uplift property created under this Order constitutea a

present property right for purposes of contracts concerning the sale or pledge of property,
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32.

33.

34.

35.

36.

37.

38.

39.

40.

even though the imposition and collection of the uplift charges depends on further acts by

ERCOT or others that have not yet occurred

PURA § 39.662(c) prescribes that all revenues and collections resulting from the uplift
charges assessed under this Order constitute proceeds only of the uplift property arising

from this Order.

Upon the transfer by ERCOT of uplift property to a BondCo, the BondCo will have all of
the rights, title and interest of ERCOT with respect to such uplift property including the

right to impose, collect and receive the uplift charges authorized by this Order.

PURA § 39.658 prescribes that the transactions involving the transfer and ownership of
uplift property and the receipt of uplift charges to BondCo as contemplated in this Order
are exempt from state and local income, sales, franchise, gross receipts, and other taxes or

similar charges.

The holders of the subchapter N bonds and the indenture trustee are each financing parties

within the meaning of PURA § 39.663.
BondCo may issue subchapter N bonds in accordance with this Order.

The subchapter N bonds issued under this Order are debt obligations within the meaning
of PURA § 39.651(a) and the subchapter N bonds and holders thereof are entitled to all of
the protections provided under subchapter N of chapter 39 of PURA.

If and when ERCOT transfers to a BondCo the right to impose, collect, and receive the
uplift charges and to issue the subchapter N bonds, the servicer may recover the uplift
charges associated with such uplift property only for the benefit of BondCo and the holders

of the subchapter N bonds in accordance with the servicing agreement.

As provided by PURA § 39.663, the subchapter N bonds authorized by this Order are not
a debt or obligation of the State of Texas and are not a charge on its full faith and credit or

taxing power.

Through PURA § 39.663, the state of Texas has pledged for the benefit and protection of
all financing parties and ERCOT, that it shall not take or permit any action that would

impair the value of uplift property, or reduce, alter, or impair the uplift charges to be
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4]1.

42.

43.

44.

45.

46.

47.

48.

imposed, collected, and remitted to financing parties, until the principal, interest and
premium, and any other charges incurred and contracts to be performed in connection with

the related subchapter N bonds have been paid and performed in full.

PURA § 39.663 authorizes BondCo, in issuing subchapter N bonds, to include the state’s

pledge in any documentation relating to the subchapter N bonds.

This Order remains in full force and effect and unabated notwithstanding the bankruptcy

of ERCOT, its successors, or assignees.

This Order is an order approving ERCOT's application for a debt obligation order under
PURA § 39.653, and is irrevocable and not subject to reduction, impairment or adjustment
by further action of Commission, as prescribed by PURA §39.653(f), and the finality of
this Order is not impaired in any manner by the participation of the Commission through
its designated representative in any decisions related to issuance of the subchapter N bonds
or by the Commission's review of or issuance of an order related to the issuance advice

letter required to be filed with the Commission by this Order.

The uplift charges authorized in this Order are irrevocable and not subject to reduction,
impairment, or adjustment by further action of the Commission, as prescribed by PURA

§39.653(9).

This Order is a debt obligation order under PURA § 39.653 and under subsection (g) is not

subject to rehearing by the Commission.

This Order is not subject to review or appeal except as expressly permitted under PURA

§ 39.653(g).

Any review of this Order on appeal is limited solely to the record before the Commission
and briefs to the court and is limited to whether this Order conforms to the constitution and
laws of this State and the United States and is within the authority of the Commission under

PURA.

This Order meets the requirements for a debt obligation order under Subchapter N of

Chapter 39 of PURA.
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49.

50.

51.

52.

53.

54.

55.

PURA § 39.659 prescribes that, effective on the date the first subchapter N bonds are issued
under this Order, if any provision in PURA is held to be invalid or is invalidated,
superseded, replaced, repealed, or expires for any reason, that occurrence will not affect
the validity or continuation of Subchapter N or any other provision of PURA that is relevant
to the issuance, administration, payment, retirement, or refunding of the subchapter N
bonds or to any actions of ERCOT, its successors, an assignee, a collection agent, or a

financing party, which shall remain in full force and effect.

An electric cooperative, including an electric cooperative that elects to receive offsets, does
not become subject to rate regulation by the Commission and receipt of offsets does not

affect the applicability of PURA Chapter 41 to an electric cooperative.

The electric cooperatives identified in attachment B are eligible to opt out of receiving

securitization proceeds and being assessed uplift charges.

The municipally owned utilities identified in attachment B to the agreement are eligible to

opt out of receiving securitization proceeds and being assessed uplift charges.

Texas Retail Electric, LLC, identified in attachment B to the agreement, is eligible to opt

out of receiving securitization proceeds and being assessed uplift charges.

The methodology for distributing subchapter N bond proceeds in attachment C of the

agreement meet the requirements and objective of Subchapter N.
Entities described in attachment C to the agreement as ineligible to receive proceeds from

the subchapter N bonds are not liable to pay uplift charges.

V. Ordering Paragraphs

In accordance with these findings of fact and conclusions of law, the Commission issues

the following orders.

A. Approval

Approval of Application.

1.

The application of ERCOT for the issuance of a debt obligation order under PURA §
39.653, as modified by the agreement and this Order, is approved.
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Uplift Balance.

2. The uplift balance in the amount of up to $2.1 billion, to be calculated as provided in this

Order, is hereby approved.

Uplift Charges.

3. The assessment and collection of uplift charges to QSEs representing the interests of
obligated LSEs on a load ratio share basis as provided for in this Order is hereby approved
in an amount sufficient to ensure the expected recovery of amounts necessary to timely
provide all payments of debt service and other required amounts and charges in connection
with the subchapter N bonds, as provided in this Order. The initial billing of uplift charges

is to commence no sooner than the first month following the initial issuance of subchapter

N bonds.
Subchapter N Bonds.
4. ERCOT is authorized in accordance with this Order to issue subchapter N bonds in one or

more series, in an aggregate principal amount not to exceed the securitizable amount.

5. This Order constitutes Commission approval, if necessary, under PURA § 39.151(d-2) for
ERCOT to obtain debt financing.

Authority to Securitize.

6. ERCOT is authorized in accordance with this Order to securitize uplift charges
corresponding to the securitizable amount, to cause the issuance of subchapter N bonds in
an aggregate amount not to exceed the securitizable amount and create uplift property to
be pledged and assigned by ERCOT as collateral and a source of repayment for the
subchapter N bonds.

Provision of Information.

7. ERCOT shall take all necessary steps to ensure that the Commission or its designated
representative is provided sufficient and timely information to allow the Commission or its
designated representative to fully participate in and exercise its decision-making authority

over the proposed financing as provided in this Order.
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Issuance Advice Letter.

8.

10.

11.

12.

13.

14.

15.

For each series of subchapter N bonds issued, ERCOT must submit a draft issuance advice
letter to Commission Staff for review not later than two weeks prior to the expected date

of commencement of marketing the subchapter N bonds.

Unless Commission Staff elected to act sooner, within one week after receipt of the draft
issuance advice letter, Commission staff shall provide ERCOT comments and

recommendations regarding the adequacy of the information provided.

Not later than the end of the first business day after the pricing of the subchapter N bonds
and prior to the issuance of the subchapter N bonds, ERCOT, in consultation with the
Commission acting through its designated representative, must file with the Commission
an issuance advice letter in substantially the form of the issuance advice letter attached as

attachment A to this Order.

As part of the issuance advice letter, ERCOT, through an officer of ERCOT, must provide
a certification worded identically to the statement in the form of issuance advice letter

attached hereto as attachment A.

The issuance advice letter must be completed, evidencing the actual dollar amount of the
uplift charges and other information specific to the subchapter N bonds to be issued, and
must certify to the Commission that the structure and pricing of that series results in the
lowest uplift charges consistent with market conditions at the time that the subchapter N

bonds are priced and with the terms set out in this Order.

If original issue discount, additional credit enhancements, or arrangements to enhance
marketability are used, the issuance advice letter must include certification that the original
issue discount, additional credit enhancements, or other arrangements are reasonably

expected to provide benefits as required by this Order.

All amounts which require computation must be computed using the mathematical

formulas contained in the form of the issuance advice letter in attachment A to this Order.

Electronic spreadsheets with the formulas supporting the schedules contained in the

issuance advice letter must be included with the issuance advice letter.
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16. The Commission must review and determine whether the issuance advice letter is in
compliance with PURA, this Order, and the specific requirements that are contained in the

1ssuance advice letter.

17. The initial uplift charges and the final terms of the subchapter N bonds set forth in the
issuance advice letter must become effective on the date of issuance of the subchapter N
bonds, which must not occur prior to the fifth business day after pricing, unless prior to
noon on the fourth business day after pricing the Commission issues an order finding that

the proposed issuance does not comply with the requirements of PURA and this Order.

B. Uplift Charges

Imposition and Collection.

18. ERCOT is authorized to impose uplift charges on, and the servicer is authorized to assess
and collect uplift charges from, all QSEs representing the interests of obligated

LSEsdefined in this Order and in accordance with the procedures described in this Order.

19. ERCOT must develop and adopt new Protocol provisions governing the assessment and

collection of uplift charges, consistent with this debt obligation order.

Opt Out Procedure—Cooperatives.

20. Each electric cooperative that intervened in this docket and its member cooperatives that
opted out of the uplift charges under the agreement must not receive any of the subchapter

N bond proceeds and is not required to take any further action to opt out.

Opt Out Procedure—Municipally Owned Ulilities.

21. Each municipally owned utility that intervened in this docket that opted out of the uplift
charges under the agreement must not receive any of the subchapter N bond proceeds and

is not required to take any further action to opt out.

Opt Out Procedure—Other LSEs.

22. Texas Retail Energy, LLC, which opted out of the uplift charges under the agreement, must
not receive any of the subchapter N bond proceeds and is not required to take any further

action to opt out.
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Opt Out Procedure—Transmission Level Customers.

23. Each REP that is serving eligible transmission-level customers must provide notice to each
such customer using the form attached as exhibit MC-S-2 to the testimony of Michael
Carter within 15 calendar days of the date this Order is signed. The notice must also include
a copy of the notice form attached as exhibit MC-S-3 to the testimony of Michael Carter
and each transmission-level customer that elects to opt out must file that form (MC-S-3) in

Docket No. 52364 within 45 calendar days of the date this Order is signed.

Opt Out Procedure—Other Load Serving Entities.

24, The City of Georgetown and all load-serving entities eligible to opt out that are not parties
to this docket electing to opt out shall file in Docket No. 52364 the Orderinformation

specified in paragraph 7 of the agreement.
25.

Opt Out Procedure—LEffect.

26. Any load-serving entity or other entity that under the agreement has opted out or is

ineligible to receive subchapter N bond proceeds and any load-serving entity that opts out
by complying with the Commission’s opt out process specified in this Order must not be

assessed any uplift charges and must not receive any subchapter N bond proceeds.

Uplift Charges—ZEntities Not Assessed.

27. Any load-serving entity that under the agreement has opted out of uplift charges, any entity
that under the agreement is ineligible to receive proceeds from the subchapter N bonds,
any load-serving entity that opts out of uplift charges in Docket No. 52364, the City of
Lubbock, and any entity that meets the requirements of PURA 39.159 must not be assessed

uplift charges.

Uplift Charge Remittance Procedures.

28. Uplift charges shall be billed to and collected from QSEs representing one or more
obligated LSEs in accordance with ERCOT's existing protocols and the protocol provisions

to be created consistent with this Order.
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Collector of Uplift Charges.
29. The servicer of the subchapter N bonds must bill QSEs or any other entity, which, under

the terms of this Order, are required to remit uplift charges, for the uplift charges

attributable to obligated LSEs they represent.

Collection Period.

30. The uplift charges related to a series of subchapter N bonds must be designed to be assessed
over the scheduled life of the subchapter N bonds, which may not exceed 30 years from
the date of issuance of the first series of subchapter N bonds. However, amounts remaining
unpaid after this 30-year period may be recovered but only to the extent that the charges

are attributable to uplift charges allocable to the 30-year period.

Allocation.
31. ERCOT must allocate the uplift charges to each QSE that represents one or more obligated
LSEs as described in this Order.

Nonbypassability.

32. The imposition and collection of all uplift charges authorized in this Order must be
nonbypassable to all QSEs representing the interests of obligated LSEs within the ERCOT
power region. All QSEs must remit, consistent with this Order, the uplift charges collected
from 1ts obligated LSEs. All QSEs must pay uplift charges on behalf of its obligated LSEs

whose interests they represent.

Rights and Remedies.

33, The servicer is authorized to exercise all of the rights, remedies, and other methods for
pursuing collection of uplift charges from QSEs and obligated LSEs. ERCOT, or any
subsequent holder of the uplift property, must exercise any such remedies and take any
action in accordance with PURA, Commission Rules, a Commission Order, or the ERCOT

protocols then in effect.

True-Ups.

34. True ups of the uplift charges must be undertaken and conducted in accordance with the
mechanisms described in this Order on a quarterly basis. If subchapter N bonds are issued

in more than one series, then each series must be subject to separate true-up adjustments in
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accordance with PURA and this Order, provided, however, that more than one series may

be trued-up in a single proceeding.

C. Subchapter N Bonds
Issuance.
35. ERCOT is authorized through one or more BondCos to issue one or more series of
subchapter N bonds in an aggregate principal amount not to exceed the securitizable
amount, as specified in this Order. The subchapter N bonds must be denominated in United

States dollars.

Upfront Costs.

36. ERCOT is authorized, as part of the securitizable amount, to finance and pay for upfront
costs from the proceeds of the subchapter N bonds in accordance with the terms of this

Order.

Ongoing Costs.

37. ERCOT must recover its actual ongoing costs through uplift charges in accordance with

the terms of this Order.

Refinancing.

38. ERCOT is authorized to refinance a portion or all of any prior series of subchapter N bonds.
Any such refinancing bonds may be offered for sale in public or private markets consistent
with market conditions that will result in the lowest uplift charges consistent with then

market conditions.

39. ERCOT is not required to apply for a subsequent order for any refinancing of subchapter
N bonds; however, the authority and approval granted in this Order is effective as to any
such refinancing only upon ERCOT filing with the Commission a separate issuance advice
letter for that issuance demonstrating compliance of that issuance with the provisions of

this Order.

40. Collateral. All uplift property must be held and administered by the indenture trustee
pursuant to the indenture as described in ERCOT's application. BondCo must establish a

collection account with the indenture trustee as described in this Order.
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41.

42.

Upon payment of the principal amount of all subchapter N bonds authorized in this Order
and the discharge of all obligations in respect thereof all amounts in the collection account,
including investment earnings, other than amounts in the capital subaccount, must be

released by the indenture trustee to BondCo for distribution in accordance with this Order.

ERCOT must, through a filing, notify the Commission within 30 days after the date that
these funds are eligible to be released of the amount of such funds available for crediting

to the benefit of wholesale-market participants.

Distribution Following Repayment.

43.

44,

45.

46.

Following repayment of the subchapter N bonds authorized in this Order and release of the
funds held by the indenture trustee, the servicer, on behalf of BondCo, must distribute to
ERCOT, the final balance of the general, excess funds, and all other subaccounts other than
amounts that were in the capital subaccount, whether such balance is attributable to
principal amounts deposited in such subaccounts or to interest thereon, remaining after all

other uplift balance have been paid.

The amounts must be distributed to the QSEs representing each Obligated LSE that paid

uplift charges during the last 12 months that the uplift charges were in effect.

BondCo or its successor in interest to the uplift property must, to the extent the capital
subaccount is not depleted below its original amount, also distribute to QSEs representing

the interests of obligated LSEs any subsequently collected uplift charges.

The amount paid to each wholesale-market participant must be determined by multiplying
the total amount available for distribution by a fraction, the numerator of which is the total
uplift charges paid by the wholesale-market participant during the last 12 months uplift
charges were in effect and the denominator of which is the total uplift charges paid by all
QSEs representing the interests of obligated LSEs during the last 12 months the uplift

charges were in effect.

Funding of Capital Subaccount.

47.

The capital contribution by ERCOT to be deposited into the capital subaccount must, with
respect to each BondCo and series of subchapter N bonds, be funded by ERCOT and not

from the proceeds of the sale of subchapter N bonds. Such capital may be contributed at
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48.

49.

the issuance of each series of subchapter N bonds or, consistent with applicable tax and
securities laws and regulations, periodically during the term of each series of subchapter N

bonds.

Upon payment of the principal amount of all subchapter N bonds and the discharge of all
obligations in respect thereof, all amounts in the capital subaccount, including investment

earnings, must be released to BondCo for payment to ERCOT.

Investment earnings in this subaccount and authorized return on capital contributions in
excess of 0.50%, or such greater amount of capital as is required by applicable tax and
securities laws and regulations, of the original principal amount of the subchapter N bonds,

if any, may be released earlier in accordance with the indenture.

Original Issue Discount; Credit Enhancement.

50.

51.

52.

53.

ERCOT may provide original issue discount or provide for various forms of credit
enhancement, including letters of credit, an over-collateralization subaccount or other
reserve accounts, surety bonds, and other mechanisms designed to promote the credit
quality or marketability of the subchapter N bonds to the extent not prohibited by this
Order.

Except for the collection account or its subaccounts, the decision to use such arrangements
to enhance credit or promote marketability must be made in conjunction with the

Commission acting through its designated representative.

ERCOT may not enter into an interest rate swap, currency hedge, or interest rate hedging

arrangement.

ERCOT may include the costs of original issue discount, credit enhancements or other
arrangements 1o promote credit quality or marketability as upfront costs or ongoing costs
(as appropriate) only if ERCOT certifies that such arrangements are reasonably expected
to provide benefits greater than their cost and such certifications are agreed with by the

Commission designated representative.
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54.

55.

ERCOT must not be required to enter any arrangements to promote credit quality or
marketability unless all related costs and liabilities can be included in as upfront costs or

ongoing costs.

ERCOT and the Commission designated representative must evaluate the relative benefits
of the arrangements in the same way that benefits are quantified under the quantifiable

benefits test.

Life of Bonds.

56.

The legal final maturity of the subchapter N bonds authorized by this Order must not

exceed 30 years.

Amortization Schedule.

57.

The Commission approves, and the subchapter N bonds must be structured to provide,
uplift charges that are designed to produce substantially level annual debt service over the
expected life of the subchapter N bonds and utilize consistent allocation factors, subject to

modification in accordance with the true-up mechanisms adopted in this Order.

Commission Participation in Bond Issuance.

58.

59.

60.

The Commission, acting through its designated representative, may participate directly
with ERCOT in negotiations regarding the structuring, pricing, and marketing, and must
have equal rights with ERCOT to approve or disapprove the proposed structuring, pricing,
and marketing of the subchapter N bonds.

The Commission's designated representative must have the right to participate fully and in
advance regarding all aspects of the structuring, pricing, and marketing of the subchapter
N bonds, and all parties must be notified of the designated representative's role and must

be provided timely information that is necessary to fulfill its obligation to the Commission.

The Commission directs its designated representative to advise the Commission of any
proposal that does not comply in any material respect with the criteria established in this
Order and to promptly inform ERCOT and the Commission of any items that, in the

designated representative's opinion, are not reasonable.
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61.

62.

Nothing in this Order precludes issuance of the subchapter N bonds through a competitive
bid offering or private placement if ERCOT and the Commission's designated

representative agree that ERCOT should do so.

The Commission's designated representative must notify ERCOT and the Commission no
later than 12:00 p.m. on the business day after the Commission's receipt of the issuance
advice letter for each series of subchapter N bonds whether the structuring, marketing, and
pricing of that series of subchapter N bonds comply with the criteria established in this

Order.

Use of BondCo.

63.

64.

65.

ERCOT must use BondCo, a special purpose entity as proposed in its application, in
conjunction with the issuance of a series of subchapter N bonds authorized under this

Order.

BondCo must be funded with an amount of capital that is sufficient for BondCo to carry
out its intended functions and to avoid the possibility that ERCOT would have to extend

funds to BondCo in a manner that could jeopardize the bankruptcy remoteness of BondCo.

ERCOT may create more than one BondCo in which event, the rights, structure, and
restrictions described in this Order with respect to BondCo would be applicable to each
purchaser of uplift property to the extent of the uplift property sold to it and the subchapter
N bonds issued by it.

D. Servicing

Servicing Agreement.

66.

67.

The Commission authorizes ERCOT to enter into the servicing agreement with BondCo

and to perform the servicing duties approved in this Order.

In its capacity as initial servicer of the uplift property, ERCOT is authorized to calculate,
bill and collect for the account of BondCo, the uplift charges initially authorized in this
Order, as adjusted from time to time to meet the periodic payment requirements as provided
in this Order and to make such filings and take such other actions as are required or

permitted by this Order in connection with the true-ups described in this Order.
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68.

69.

The servicer must collect servicing fees in accordance with the provisions of the servicing
agreement, provided that the annual servicing fee payable to ERCOT while it is serving as
servicer, or to any other servicer affiliated with ERCOT, must not at any time exceed the

amount described in the applicable issuance advice letter.

The servicing agreement must also include a provision that ERCOT must indemnify the
Commission in connection with any increase in servicing fees that become payable as a
result of a default resulting from ERCOT's willful misconduct, bad faith, or negligence in

performance of its duties or observance of its covenants under the servicing agreement.

Administration Agreement.

70.

71.

The Commission authorizes ERCOT to enter into an administration agreement with each

BondCo to provide services relating to the administration of the subchapter N bonds.

The fee charged by ERCOT as administrator under that agreement must not exceed the
amount described in the applicable issuance advice letter, plus reimbursable third-party

COSts.

Replacement of Servicer.

72.

73.

74.

Upon the occurrence of an event of default under the servicing agreement relating to
servicer's performance of its servicing functions with respect to the uplift charges, the
financing parties may seek to replace ERCOT, or any subsequent servicer, as the servicer

in accordance with the terms of the servicing agreement.

If the servicing fee of the replacement servicer exceeds the amount described in the
applicable issuance advice letter, the replacement servicer must not begin providing service
until the date the Commission approves the appointment of such replacement servicer or,
if the Commission does not act to either approve or disapprove the appointment, the date
which is 45 days after notice of appointment of the replacement servicer is provided to the

Commission.

No entity may replace ERCOT as the servicer in any of its servicing functions with respect
to the uplift charges and the uplift property authorized by this Order if the replacement
would cause any of the then current credit ratings of the subchapter N bonds to be

suspended, withdrawn, or downgraded.
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Amendment of Agreements.

75.

76.

77.

78.

79.

80.

81.

82.

The parties to the servicing agreement, administration agreement, indenture, and uplift
property sale or assignment agreement may amend the terms of such agreements; provided,
however, that no amendment to any such agreement will result in an increase of the ongoing

costs without the approval of the Commission.

Any amendment that does not increase the ongoing costs does not require prior

Commission authorization to be effective.

Any amendment to any agreement that may have the effect of increasing ongoing costs
must be provided by BondCo to the Commission along with a statement as to the possible
effect of the amendment on the ongoing costs, and the amendment must become effective
on the later of the date proposed by the parties to the amendment or 31 days after such
submission to the Commission, unless the Commission issues an order disapproving the

amendment within 30 day after the submission.

Collection Terms. The servicer must remit collections of the uplift charges to BondCo or
the indenture trustee for BondCo's account in accordance with the terms of the servicing

agreement.

E. Structure of the Securitization
ERCOT must structure the financing as proposed in ERCOT's application and described in
this Order.

F. Docket No. 52364
Docket No. 52364 must be used by qualifying load-serving entities that have not opted out
under the agreement and transmission-voltage customers to submit a notice of election to

opt out, which must contain the information required by this Order,.

ERCOT must make the calculations required in attachment C to the agreement and file

those calculations in Docket No. 52364 in the time specified in this Order.

Each load-serving entity must file its verification in Docket No. 52364 in the time specified

in this Order.
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83. Each load-serving entity must file its proposed change to its resource affiliate status in

Docket No. 52364 in the time specified in this Order.

G. Use of Net Proceeds
Remittance of Qualifying Costs.

84, The net proceeds from the sale of any subchapter N bonds issued under this Order must be
used solely for the purpose of financing qualifying costs. Upon the issuance of subchapter
N bonds, BondCo must transfer the net proceeds from the sale of the subchapter N bonds
to ERCOT to be remitted to QSEs representing one or more load-serving entities for the

recovery of qualifying costs determined in accordance with this Order.

Adjustments to Customer Invoices.

85.  All load-serving entities that receive offsets to specific uplift charges from ERCOT under
this Order must adjust customer invoices 1o reflect the offsets for any charges that were or
would otherwise be passed through to customers under the terms of service with the load-
serving entity, including by providing a refund for any offset charges that were previously

paid.

Return of Excess Receipts.

86. Each load-serving entity that receives any portion of the net proceeds of the subchapter N
bonds must use the net proceeds of subchapter N bonds solely to fulfill payment obligations
directly related to qualifying costs and refunding qualifying costs to retail customers who
have paid or otherwise would be obligated to pay such costs. Any load-serving entity that
receives any portion of the net proceeds of subchapter N bonds that exceeds the entity's
actual qualifying costs must immediately notify ERCOT and remit any Excess Receipts
back to ERCOT. Any Excess Receipts received by ERCOT or any subsequent servicing
entity must be credited against the uplift balance to reduce the remaining uplift charges,

apart from the subchapter N bonds.

Legal Actions Involving Pricing or Uplift Action.

87. Any load-serving entity that receives any portion of the net proceeds of the subchapter N
bonds pursuant to this Order must return an amount of the proceeds equal to any money

received by the load-serving entity due to litigation seeking judicial review of pricing or
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uplift action taken by the Commission or ERCOT in connection with the Period of
Emergency, regardless of whether the load-serving entity was a party to the litigation that

resulted in the load-serving entity receiving money.

Enforcement by the Commission.

88.

Commission Staff may use any enforcement mechanism established by chapters 15 or 39
of PURA, including revocation of certification by the Commission, against any entity that
fails to remit Excess Receipts back to ERCOT or otherwise misappropriates or misuses

amounts received from the proceeds of the subchapter N bonds.

H. Miscellaneous Provisions

Continuing Issuance Right.

9.

The authority granted ERCOT in this Order to cause the issuance of subchapter N bonds
in one or more series in accordance with this Order for commences the date of this Order
and ends 24 months following the later of (a) the date on which this Order becomes final
and no longer subject to any appeal or (b) the date on which any other regulatory approvals
necessary to issue the subchapter N bonds are obtained and no longer subject to any appeal.
If at any time during the effective period of this Order there is a severe disruption in the
financial markets of the United States, the effective period is automatically extended to a

date that is 90 days after the date such disruption ends.

Internal Revenue Service Private Letter or Other Rulings.

90.

ERCOT is not required by this Order to obtain a ruling from the IRS; however, if it elects
to do so, then upon receipt, ERCOT must promptly deliver to the Commission a copy of
each private letter or other ruling issued by the IRS with respect to the proposed transaction,
the subchapter N bonds or any other matter related thereto. ERCOT must also include a
copy of every such ruling by the IRS it has received as an attachment to each issuance
advice letter required to be filed by this Order. ERCOT may cause subchapter N bonds to
be issued without a private letter ruling from the IRA only if it obtains an opinion of tax

counsel sufficient to support the issuance of the bonds.
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Binding on Successors.

91.

ERCOT and any other entity responsible for billing and collecting uplift charges on behalf
of BondCo, must comply with this Order. In this paragraph, a successor means any entity
that succeeds by any means whatsoever to any interest or obligation of its predecessor or
transferor, including by way of bankruptcy, reorganization or other insolvency proceeding,
merger, division, consolidation, conversion, assignment, sale, transfer, lease, management

contract, pledge or other security, by operation of law or otherwise.

Flexibility.

92.

Subject to compliance with the requirements of this Order, ERCOT and BondCo must be
afforded flexibility in establishing the terms and conditions of the subchapter N bonds,
including the final structure of BondCo, repayment schedules, term, payment dates,
collateral, credit enhancement, required debt service, reserves, interest rates, use of original
issue discount, hedges, indices and other financing costs and the ability of ERCOT, at its
option, to cause one or more series of subchapter N bonds to be issued or to create more

than one BondCo for purposes of issuing such subchapter N bonds.

Effectiveness of Order.

93. This Order is effective upon issuance and is not subject to rehearing by the Commission.
Notwithstanding the foregoing, no uplift property is created hereunder, and ERCOT is not
authorized to impose, collect, and receive uplift charges, until the transfer of ERCOT's
rights hereunder to BondCo in conjunction with the issuance of the subchapter N bonds.

Regulatory Approvals.

94. All regulatory approvals within the jurisdiction of the Commission that are necessary for
the financing of the uplift charges associated with the uplift balance that is the subject of
the application, and all related transactions contemplated in the application, are granted.

Effect.

95. ERCOT and the servicer are directed to take all actions as are required to effectuate the

96.

transactions approved in this Order, subject to compliance with the criteria established in

this Order.
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Additional Items

97.

98.

99.

100.

101.

The testimony of Michael Carter and Carrie Biven filed in support of the agreement is

admitted into evidence.

ERCOT must file a copy of the administrative agreement, indenture, limited liability
company agreement, servicing agreement, purchase and sale agreements and any
agreement it or Bondco enter into in relation to the debt financing mechanism approved in
this Order, including any amendments to such agreements. ERCOT must also file a copy
of all true-up calculations and any adjustments made to the uplift charge and any other

document that the Commission requests or orders.

All filings required by this ordering paragraph must be filed in Project No. XXXXX, style

of project.

To the extent necessary to prevent wholesale market participants from engaging in
behavior designed to avoid default charges, including leaving and reentering the market,

ERCOT must develop and adopt new Protocol provisions.

The Commission denies all other motions, requests for entry of specific findings of fact
and conclusions of law, and any other requests for general or specific relief not expressly

granted in this Order.
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Signed at Austin, Texas the day of October 2021.

PUBLIC UTILITY COMMISSION OF TEXAS

WILL MCADAMS, COMMISSIONER

LORI COBOS, COMMISSIONER

JIMMY GLOTFELTY, COMMISSIONER
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