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16 REGISTRATION AND QUALIFICATION OF MARKET PARTICIPANTS 
16.1
Qualification, Registration, and Execution of Agreements

(1)
ERCOT shall require each Market Participant to register and execute the applicable standard Agreements from the following list:

(a)
Qualified Scheduling Entity (QSE) Agreement;

(b)
Load Serving Entity Agreement;

(c)
Transmission and/or Distribution Service Provider (TDSP) Agreement;
(d)
Resource Entity Agreement;

(e)
Renewable Energy Credit Account Holder Agreement;

(f)
Congestion Revenue Rights Account Holder Agreement;

(g)
Reliability Must-Run Agreement; and

(h)
Black Start Agreement.

(2)
A standard form of each of these Agreements is in Section 22, Agreements, and ERCOT shall also post them on the Market Information System (MIS) Public Area.

(3)
ERCOT shall post on the MIS Public Area all registration procedures and applications necessary to complete registration for any function described in these Protocols.  As part of its registration procedures, ERCOT may require one or more of the following:

(a)
Reasonable tests of the ability of a Market Participant to communicate with ERCOT or perform as required under these Protocols;
(b)
An application fee as determined by the ERCOT Board; and

(c)
Related agreements for specific purposes (such as agency designation, meter splitting, or network interconnection) that apply only to some Market Participants.

16.2
Registration and Qualification of Qualified Scheduling Entities

16.2.1
Criteria for Qualification as a Qualified Scheduling Entity 
(1)
To become and remain a QSE, an Entity must meet the following requirements:

(a)
Submit a properly completed QSE application for qualification, including any applicable fee and including designation of  “Authorized Representatives,” each of whom is responsible for administrative communications with the QSE and each of whom has enough authority to commit and bind the QSE and the Entities it represents;
(b)
Sign a QSE Agreement; 
(c)
Sign any required Agreements relating to use of the ERCOT network, software, and systems;
(d)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of performing the functions of a QSE; 
(e)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of complying with the requirements of all ERCOT Protocols and Operating Guides; 

(f)
Satisfy ERCOT’s creditworthiness requirements as set forth in this Section 16;

(g)
Be generally able to pay its debts as they come due; ERCOT may request evidence of compliance with this qualification only if ERCOT reasonably believes that a QSE is failing to comply with it;

(h)
Provide all necessary bank account information and arrange for Fedwire system  transfers for two-way confirmation; 

(i)
Be financially responsible for payment of settlement charges for those Entities it represents under these Protocols;

(j)
Comply with the backup plan requirements in the Operating Guides; 

(k)
Maintain a 24-hour, seven-day-per-week scheduling center with qualified personnel for the purposes of communicating with ERCOT for scheduling and deploying the QSE’s Ancillary Service in Real Time.  Those personnel must be responsible for operational communications and must have sufficient authority to commit and bind the QSE and the Entities that it represents; 
(l)
Demonstrate and maintain a working functional interface with all required ERCOT computer systems; and
(m)
Allow ERCOT, upon reasonable notice, to conduct a site visit to verify information provided by the QSE.

(2)
If a QSE chooses to use electronic data interchange (EDI) transactions to receive Settlement Statements and Invoices, it must participate in and successfully complete testing as described in Protocol Section 23, Texas Test Plan Team Retail Market Testing, before starting operations with ERCOT as a QSE.

(3)
A QSE shall promptly notify ERCOT of any change that materially affects the Entity’s ability to satisfy the criteria set forth above, and of any material change in the information provided by the QSE to ERCOT that may adversely affect the reliability or safety of the ERCOT System or the financial security of ERCOT.  If the QSE fails to so notify ERCOT within one day after the change, then ERCOT may, after providing notice to each Entity represented by the QSE, refuse to allow the QSE to perform as a QSE and may take any other action ERCOT deems appropriate, in its sole discretion, to prevent ERCOT or Market Participants from bearing potential or actual risks, financial or otherwise, arising from those changes, and in accordance with these Protocols . 

(4)
Subject to item (5) below, a QSE may partition itself into no more than: 
(a) 
three subordinate QSEs (“Subordinate QSEs”), in the case of an Entity representing only non-RMR Units; or 
(b) 
four Subordinate QSEs while the Entity represents RMR Units.  
(5)
The Default QSE may create a Subordinate QSE for the purpose of providing Default QSE services in addition to the number of Subordinate QSEs allowed in item (4) above.  
(6)
Each Subordinate QSE must be treated as an individual QSE for all purposes except communication, liability, financial security, and financial liability requirements under this Section 16.  That liability, financial security, and financial liability is cumulative for all Subordinate QSEs for the single Entity signing the QSE Agreement.    
(7)
Continued qualification as a QSE is contingent upon compliance with all applicable requirements in these Protocols.  ERCOT may suspend a QSE’s rights as a Market Participant when ERCOT reasonably determines that it is an appropriate remedy for the Entity’s failure to satisfy any applicable requirement.
16.2.2
QSE Application Process  

To register as a QSE, an applicant must submit to ERCOT a completed QSE application and any applicable fee.  ERCOT shall post on the MIS Public Area the form in which QSE applications must be submitted, all materials that must be provided with the QSE application and the fee schedule, if any, applicable to QSE applications.  The QSE application shall be attested to by a duly authorized officer or agent of the applicant.  The QSE applicant shall promptly notify ERCOT of any material changes affecting a pending application using the appropriate form posted on the MIS Public Area.  The application must be submitted at least 60 days before the proposed date of commencement of service.

16.2.2.1
Notice of Receipt of Qualified Scheduling Entity Application

Within three Business Days after receiving a QSE application, ERCOT shall issue to the applicant a written confirmation that ERCOT has received the QSE application.  ERCOT shall return without review any QSE application that does not include the proper application fee.  The remainder of this Section does not apply to any QSE application returned for failure to include the proper application fee.

16.2.2.2
Incomplete Applications  
(1)
Within ten Business Days after receiving a QSE application, ERCOT shall notify the applicant in writing if the application is incomplete.  If ERCOT fails to notify the applicant that the application is incomplete within ten Business Days, then the application is considered complete as of the date ERCOT received it.

(2)
If a QSE application is incomplete, ERCOT’s notice of incompletion to the applicant must explain the deficiencies and describe the additional information necessary to make the QSE application complete.  The QSE applicant has five Business Days after it receives the notice, or a longer period if ERCOT allows, to provide the additional required information.  If the applicant responds to the notice within the allotted time, then the QSE application is considered complete on the date that ERCOT received the complete additional information from the applicant.

(3)
If the applicant does not respond to the incompletion notice within the time allotted, ERCOT shall reject the application and shall notify the applicant using the procedures below.

16.2.2.3
ERCOT Approval or Rejection of Qualified Scheduling Entity Application

(1)
ERCOT may reject a QSE application within 10 Business Days after the application has been deemed complete in accordance with this section.  If ERCOT does not reject the QSE application within 10 Business days after the application is deemed complete then the application is deemed approved.
(2)
If ERCOT rejects a QSE application, ERCOT shall send the applicant a rejection letter explaining the grounds upon which ERCOT rejected the QSE application.  Appropriate grounds for rejecting a QSE application include the following:

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

(b)
Noncompliance with technical requirements; and

(c)
Noncompliance with other specific eligibility requirements in this Section or in any other Protocols.

(3)
Not later than 10 Business Days after receiving a rejection letter, the QSE applicant may challenge the rejection of its QSE application using the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedures.  The applicant may submit a new QSE application and fee at any time, and ERCOT shall process the new QSE application under this Section 16.

(4)
If ERCOT does not reject the QSE application within 10 Business Days after the application has been deemed complete under this Section 16, ERCOT shall send  the applicant,  a QSE Agreement and any other required agreements relating to use of the ERCOT network, software, and systems for the applicant’s signature.

16.2.3
Remaining Steps for Qualified Scheduling Entity Registration
After a QSE application is deemed approved under Section 16.2.2.3, ERCOT Approval or Rejection of Qualified Scheduling Entity Application, the applicant shall coordinate or perform the following:

(a)
Return the signed QSE Agreement and other related agreements to ERCOT;

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

(c)
Submit a Service Filing; and

(d)
Demonstrate compliance with security and financial requirements.

16.2.3.1
Qualified Scheduling Entity Service Filing

(1)
Not less than 15 days before starting any QSE activities with ERCOT, each QSE shall submit a complete Service Filing, which includes a QSE Registration Form and a  declaration on any Subordinate QSEs.  ERCOT shall post on the MIS Public Area the forms and procedures to be used by a QSE to submit Service Filings.  The Service Filing must include the following:

(a)
Proof of credit for ERCOT security amount, as detailed below;  the security amount must increase or decrease as the number of represented Market Participants and their respective market activities change;

(b)
A complete list of all Market Participants that the QSE intends to represent; the list may be updated only until, but not within, the three days before the QSE starts providing QSE services; and,

(c)
The date upon which the QSE proposes to start QSE activities with ERCOT.

(2)
Not more than three Business Days after receiving each Service Filing, ERCOT shall send a written notice to the QSE that it has received the Service Filing.  If the Service Filing is not complete, ERCOT shall notify the QSE by telephone or written notice with an explanation of the additional information necessary to complete the Service Filing.

(3)
Not more than 10 days after a complete Service Filing (either a filing that is initially complete or one that has been supplemented under the above procedures) is received by ERCOT, ERCOT shall either notify the QSE that it may begin QSE activities upon its proposed start date or that the QSE’s Service Filing is insufficient.

(4)
Not later than ten Business Days after receiving a notice of insufficiency, the QSE may challenge the notice of insufficiency using the dispute resolution procedures in Section 20, Alternative Dispute Resolution Procedures.  The QSE may submit a new Service Filing, and ERCOT shall process the new Service Filing under this Section.

16.2.3.2
Process to Gain Approval to Follow DSR Load
 (1)
Each QSE wanting to use Resources to follow DSR Load shall submit a proposal to ERCOT for analysis of the feasibility and reliability of the telemetry required by the proposal.  ERCOT shall either approve or disapprove that proposal based on ERCOT’s ability to monitor the DSR Load behavior.
(2)
Each DSR Load must be associated with a Load meter or group of Load meters.  This includes Load that is calculated by subtracting interchange telemetry from actual generation telemetry, appropriately adjusted for Transmission and Distribution Losses. 

16.2.3.3
Maintaining and Updating QSE Information 
Each QSE must timely update information the QSE provided to ERCOT in the application process, and a QSE must promptly respond to any reasonable request by ERCOT for updated information regarding the QSE or the information provided to ERCOT by the QSE, including:
(a)
The QSE’s addresses;

(b)
A list of Affiliates; and

(c)
Designation of the QSE’s officers, directors, Authorized Representatives, Credit Contacts, and User Security Administrator (all per the QSE application) including the addresses (if different), telephone and facsimile numbers, and e-mail addresses for those persons. 
16.2.3.4
Qualified Scheduling Entity Service Termination

(1)
If a QSE intends to terminate representation of an LSE or Resource, the QSE shall provide, no less than five Business Days before the specified effective termination date, written notice to ERCOT and the LSE or Resource.

(2)
Effective at 2400 on the termination date specified by the QSE, the QSE may no longer provide QSE services for or represent the terminated LSE or Resource.  The QSE is responsible for settlement obligations that the QSE has incurred on behalf of the terminated LSE or Resource before the termination.

(3)
Within two Business Days of notice of a QSE’s intent to terminate representation of an LSE, ERCOT shall notify the LSE of the level of credit required by the LSE, if it becomes an Emergency QSE, and the date such credit must be posted.

16.2.4
Qualified Scheduling Entity Financial Security

16.2.4.1
ERCOT Creditworthiness Requirements for Qualified Scheduling Entities

Each QSE shall meet ERCOT’s creditworthiness requirements and maintain any minimum security amount required, as provided herein and demonstrated in a form acceptable to ERCOT.  If the QSE’s creditworthiness rating falls below the level required to support the QSE’s activity in the market in the ERCOT Region, ERCOT may suspend the QSE’s rights under these Protocols until the QSE submits additional security under this Section.  ERCOT’s election not to suspend the QSE’s rights on any particular occasion does not preclude ERCOT from suspending the QSE’s rights on any subsequent occasion.

16.2.4.1.1
Requirements for Establishing QSE Creditworthiness Rating

(1)
The terms Minimum Credit Rating, Credit Rating, Minimum Equity, Minimum Average Times/Interest Earning Ratio (TIER) and Debt Service Coverage (DSC) Ratios, Minimum Debt to Capitalization Ratio, Minimum Equity to Assets Ratio, Earnings Before Interest, Taxes, Depreciation, Amortization (EBITDA) to Interest and Current Maturities of Long-Term Debt, Unsecured Credit Limit and Minimum Equity Ratios are defined in the ERCOT Creditworthiness Standards adopted by the ERCOT Board of Directors. 
(2)
ERCOT may waive the requirement that a QSE post security if the QSE meets one of the following requirements based on the financial statements as required in the QSE credit application process:

(a)
Has the required Minimum Equity and a Credit Rating  that meets or exceeds the Minimum Credit Rating; or
(b)
Is an Electric Cooperative, and 
(i)
 is a Rural Utilities Service (RUS) distribution or power supply borrower as that term is used in 7 CFR §1717.656 which is part of the regulations that govern RUS borrowers; 
(ii)
 maintains the average TIER and DSC coverage ratios, as such terms are defined in the 7 CFR Chapter XVII, Rural Utilities Service; Department of Agriculture; 
(iii)
maintains the required Minimum Equity to Assets Ratio; and 
(iv)
maintains the required Minimum Equity; or
(c)
Is a privately held company without a Credit Rating, and 
(i)
 has equity in the amount equal to or greater than the required Minimum Equity; 
(ii)
maintains the Minimum Debt to Capitalization Ratio; and 
(iii)
maintains Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA) to Interest and Current Maturities of Long-Term Debt (CMLTD) ratio. 

CWG note:
Netting of QSE and CRR Account Holder activity is still under review. The ERCOT CWG is working to clarify if and how netting can be accomplished, based on bankruptcy law questions.
16.2.4.1.2
Alternative Means of Satisfying ERCOT Creditworthiness Requirements

(1)
If a QSE’s activity in the market in the ERCOT Region results in a credit exposure to the market greater than the QSE’s allocated Unsecured Credit Limit under the ERCOT Creditworthiness Standards, the QSE shall submit additional or alternative security through one of the following means:

(a)
Another Entity that meets or exceeds the Minimum Credit Ratings, as established by the ERCOT Board, may provide a guarantee of the QSE’s liability to ERCOT in an amount equal to the QSE’s Initial Estimated Liability (IEL) or Estimated Aggregate Liability (EAL), whichever is applicable, minus the QSE’s Unsecured Credit Limit, provided that the guarantor meets the requirements set forth in this Section.  The guarantee must be provided in the form of the ERCOT Board-approved standard form guarantee agreement.

(b)
The QSE may provide an irrevocable letter of credit naming ERCOT as the beneficiary in an amount equal to or greater than the QSE’s IEL or EAL, whichever is applicable, minus the QSE’s Unsecured Credit Limit.  ERCOT may reject the letter of credit if the issuer is unacceptable to ERCOT or if the conditions under which ERCOT may draw against the letter of credit are unacceptable to ERCOT.  The letter of credit must be provided in the form of the ERCOT Board-approved standard form letter of credit.

(c)
The QSE may provide a surety bond naming ERCOT as the beneficiary in an amount equal to or greater than the QSE’s IEL or EAL, whichever is applicable, minus the QSE’s Unsecured Credit Limit.  The surety bond must be executed by a surety acceptable to ERCOT, in compliance with limits established by the ERCOT Board-approved creditworthiness standards, and must be in the form of ERCOT’s standard form surety bond Agreement.

(d)
The QSE may deposit cash in an account designated by ERCOT with the understanding that ERCOT may draw part or all of the deposited cash to satisfy any overdue payments owed by the QSE to ERCOT.  The account may bear interest payable directly to the QSE, but any such arrangements may not restrict ERCOT’s immediate access to the cash.  The deposited cash must be in an amount equal to or greater than the QSE’s IEL or EAL, whichever is applicable, minus the QSE’s Unsecured Credit Limit. 


CWG note:
Netting of QSE and CRR Account Holder activity is still under review. The ERCOT CWG is working to clarify if and when netting can be accomplished, based on bankruptcy law questions.
16.2.5
Determination and Monitoring of Qualified Scheduling Entity Liability

16.2.5.1
Determination of Initial Estimated Liability

(1)
ERCOT shall determine the Initial Estimated Liability (IEL) for purposes of Section 16.2.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements, until the first Invoice is issued by ERCOT for the QSE.  After the first Invoice is issued, ERCOT shall calculate liability based on the EAL.


CWG note: A plan will need to be developed to determine how credit requirements will transition from the current market to the new market design. 

(2) 
For a QSE that represents only Load-Serving Entities, ERCOT shall calculate the QSE’s Initial Estimated Liability (IEL), using the following formula:

IEL = DEL x Max (0.2, RTEFL)   x RTAEP x 40

Where:


	Variable
	Description

	IEL
	Initial Estimated Liability - The QSE’s Initial Estimated Liability.

	DEL
	Daily Estimated Load - The QSE’s estimated average daily load, in MWh, as determined by ERCOT based on information provided by the QSE. 

	RTEFL
	Real-Time Energy Factor for Load - The ratio of the QSE’s estimated load deviation (exposure to Real-Time operations) to the QSE’s Daily Estimated Load, as determined by ERCOT based on information provided by the QSE.  

	RTAEP
	Real-Time Average Energy Price - Average energy price in the ERCOT Region during Real-Time operations, in $/MWh, based upon historic average Real-Time prices for energy.


(3) 
For a QSE that represents only Generation Resources, ERCOT shall calculate the QSE’s Initial Estimated liability (IEL), using the following formula: 

IEL
=
DEG ( Max (0.2, (-1) ( RTEFG) ( RTAEP ( 40
The above variables are defined as follows:

	Variable
	Description

	IEL
	Initial Estimated Liability(The QSE’s Initial Estimated Liability.

	DEG
	Daily Estimated Generation(The QSE’s estimated average daily generation, in MWh as determined by ERCOT based on information provided by the QSE.

	RTEFG
	Real-Time Energy Factor for Generation(The ratio of the QSE’s estimated generation deviation (exposure to Real-Time operations) to the QSE’s Daily Estimated Generation. as determined by ERCOT based on information provided by the QSE

	RTAEP
	Real-Time Average Energy Price(  Average energy Price in the ERCOT Region during Real-Time operations, in $/MWh, based upon historic average Real-Time prices for energy


(4)
For a QSE that represents both Load-Serving Entities and Generation Resources, ERCOT shall calculate the QSE’s Initial Estimated Liability (IEL), using the following formula:

IEL
=
[(DEL x Max (0.1, RTEFL))+( DEG x Max (0.1, RTEFG))] ( RTAEP ( 40
The above variables are defined as follows:

	Variable
	Description

	IEL
	Initial Estimated Liability(The QSE’s Initial Estimated Liability.

	DEL
	Daily Estimated Load(The QSE’s estimated average daily load, in MWh as determined by ERCOT based on information provided by the QSE.

	DEG
	Daily Estimated Generation(The QSE’s estimated average daily generation, in MWh as determined by ERCOT based on information provided by the QSE.

	RTEFL
	Real-Time Energy Factor for Load(The ratio of the QSE’s estimated load deviation (exposure to the Real-Time operations) to the QSE’s Daily Estimated Load as determined by ERCOT based on information provided by the QSE.

	RTAEP
	Real-Time Average Energy Price( Average energy Price in the ERCOT Region during Real-Time operations, in $/MWh based upon historic average Real-Time prices for energy. 

	RTEFG
	Real-Time Energy Factor for Generation—The ratio of the QSE’s estimated generation deviation (exposure to the Real-Time operations) to the QSE’s Daily Estimated Generation as determined by ERCOT based on information provided by the QSE.


(5)
ERCOT shall, to the extent practical, provide to the QSE the information used in determining credit requirements. ERCOT shall provide written Notice to the QSE of the basis of ERCOT’s assessment of the QSE’s financial risk and the applicable credit requirements.
16.2.5.2
Total Estimated Liability Monitoring

Until the first Invoice is issued, ERCOT shall monitor the QSE’s actual outstanding liability incurred to date plus the additional forecasted liability that the QSE may incur in a 40-day settlement cycle.  To the extent that ERCOT, using commercially reasonable measures, determines that the calculated IEL does not adequately match the financial risk to the Market Participants in the market in the ERCOT Region, ERCOT may specify a larger or smaller IEL than would be produced by the use of the above formula.  The QSE shall maintain security in an amount sufficient to satisfy the greater of the IEL or the revised IEL, minus the QSE’s Unsecured Credit Limit.

CWG note: The ERCOT CWG is currently determining the methodology by which credit will be evaluated in the new market design and how best to combine the EAL, NLRI, and new DAM credit requirements. 

















CWG note: The ERCOT CWG is currently determining the methodology by which credit will be evaluated in the new market design and how best to combine the EAL, NLRI, and new DAM credit requirements. 


















16.2.5.5  
Determination of QSE Day-Ahead Market Liability

The ERCOT CWG will need more direction on how to proceed with credit requirements for the Day-Ahead Market. 

CWG note: The ERCOT CWG is currently determining the methodology by which credit will be evaluated in the new market design and how best to combine the EAL, NLRI, and new DAM credit requirements. 








16.2.5.5.1
DAM EAL Calculation
16.2.6
Monitoring of Creditworthiness by ERCOT

(1)
ERCOT shall monitor the creditworthiness of each QSE and its guarantor, if any.  To enable ERCOT to monitor creditworthiness, each QSE and its guarantor, if any, shall provide to ERCOT:  
(a) 
Quarterly unaudited financial statements not later than 60 days after the close of each of the issuer’s fiscal quarters; and 
(b) 
Annual audited financial statements not later than 120 days after the close of each of the issuer’s fiscal year; if an issuer’s financial statements are publicly available electronically and the issuer provides to ERCOT sufficient information to access those financial statements, then the issuer is considered to have met this requirement; ERCOT may extend the period for providing annual audited statements on a case-by-case basis.

(2)
A QSE that has been granted an Unsecured Credit Limit pursuant to Section 16.2.5.1.1, Requirements for Establishing QSE Creditworthiness Rating, shall inform ERCOT within one Business Day if it has experienced a material change that might reduce the QSE’s Unsecured Credit Limit.  ERCOT may require the QSE to meet one of the credit requirements of Section 16.2.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.  If the QSE fails to promptly satisfy ERCOT creditworthiness requirements, then ERCOT may, after providing written notice to each Entity represented by the QSE, suspend the QSE’s rights to participate in the ERCOT market.

(3)
A QSE that meets all or part of its creditworthiness requirements using an alternative means provided in Section 16.2.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements, is responsible, at all times, for maintaining security in an amount no less than its IEL, or the sum of its EAL, and AIL as applicable, minus the QSE’s Unsecured Credit Limit.  ERCOT shall promptly notify each QSE of changes to its IEL, EAL, and AIL and allow the QSE a reasonable time to provide additional security if necessary to maintain compliance with Section 16.2.5, Qualified Scheduling Entity Financial Security.  If a QSE fails to provide additional security within the time allowed by ERCOT, ERCOT may, after providing notice to each Entity represented by the QSE, refuse to accept any or all transactions from the QSE and take any other action considered appropriate, in ERCOT’s sole discretion.  
(4)
When the QSE’s EAL reaches 90% of the QSE’s posted security, ERCOT shall send written notice to the Authorized Representative and Credit Contact designated by the QSE advising the QSE that it should consider increasing the amount of security posted with ERCOT.  If the QSE does not provide additional security within two Bank Business Days, then ERCOT may notify the Entities the QSE represents of the QSE’s potential suspension.  

(5)
ERCOT shall suspend a QSE when the sum of its EAL and AIL equals or exceeds 100% of the sum of its Unsecured Credit Limit and its posted security.  The QSE is responsible, at all times, for managing its IEL, EAL, and AIL or posting additional security to avoid reaching its limit.  Any failure by ERCOT to send a Notice as set forth in this Section does not relieve the QSE from the obligation to maintain security in an amount not less than its IEL, EAL, and AIL.  To the extent that a QSE fails to maintain security in an amount not less than its IEL, EAL, and AIL, ERCOT shall take the following actions:

(a)
Promptly notify the QSE of the amount of additional security that the QSE must post and allow the QSE two Bank Business Days from the date of the notice to post the additional security;

(b)
At the same time as it notifies the QSE, notify each LSE and Resource represented by the QSE that the LSE or Resource may be required to designate a new QSE if its current QSE fails to post the additional security; and 
(c)
ERCOT is not required to make any payment to that QSE unless and until the QSE posts the additional security.  The payments that will not be made to a QSE include Invoice receipts, CRR Auction revenues, CRR credits, reimbursements for short payments, and any other reimbursements or credits under any other agreement.  All such amounts may be retained by ERCOT until the QSE has fully discharged all payment obligations owed to ERCOT under the QSE Agreement, other agreements, and these Protocols. [Define “Invoice” in section 2, include DAM definition.]
 (6)
If the QSE posts the additional security within two Bank Business Days, then ERCOT shall notify each LSE and Resource represented by the QSE and shall release any payments held; 

(7)
If the QSE fails to post the additional security within two Bank Business Days, then ERCOT shall suspend the QSE’s right to participate in the market and notify each affected LSE and Resource that its QSE is no longer able to participate within ERCOT.  In that event, each affected Resource Entity and LSE shall within three Business Days designate a new QSE.

16.2.7
Payment Default and Late Payments by Qualified Scheduling Entities

(1)
Each QSE shall ensure that the full amounts due to ERCOT, or its designee, if applicable, by that QSE and any of its Subordinate QSEs are timely paid to ERCOT.  ERCOT shall send each Subordinate QSE a separate Invoice.  Netting of the amounts due by Subordinate QSEs is not permitted.  The amounts due on the separate Invoices for each Subordinate QSE must be paid by the close of the Bank Business Day on which it is due.  If a Subordinate QSE does not pay the full amount due by close of the Bank Business Day on which it is due, then ERCOT shall deduct the amount due and unpaid by that Subordinate QSE from the amounts due to the QSE that designated it or any other Subordinate QSE of that QSE before allocating short payments to other Market Participants.

(2)
The failure of a QSE to pay when due (“Due Date”) any payment or collateral obligation owed to ERCOT or its designee, if applicable, under the QSE Agreement, or any agreement is an event of “Payment Default”.  Any Payment Default by a QSE is a default under all other agreements between ERCOT and the QSE.  On a Payment Default, ERCOT shall immediately attempt to contact an Authorized Representative and Credit Contact of the QSE telephonically and shall send appropriate written notices, as described below, and demand payment of the past due amount.

(3)
On a Payment Default, ERCOT may impose the below-listed remedies for Payment Default (“Default Remedies”), as set forth in Section 16.2.9.1, ERCOT’s Remedies for Default, including Payment Default, in addition to any other rights or remedies it has under the QSE Agreement or the Protocols.  If a defaulting QSE makes a payment or a partial payment to ERCOT after the Due Date, it is a “Late Payment,” regardless of the reason for the Late Payment.  If ERCOT receives a Late Payment that fully pays the QSE’s payment or collateral obligation to ERCOT within two Bank Business Days after the Due Date, ERCOT may waive the Payment Default, except for ERCOT’s remedies in Section 16.2.9.2, ERCOT’s Remedies for Late Payments by QSEs.  Even if ERCOT chooses to not immediately impose Default Remedies against a QSE because the QSE has fully paid its obligation within two Bank Business Days, ERCOT shall track the number of Late Payments received from each QSE in any rolling 12-month period for purposes of imposing the Late Payment remedies set forth below in Section 16.2.9.2.

16.2.7.1 ERCOT’s Remedies for Default, including Payment Default

In addition to all other remedies that ERCOT has under the QSE Agreement, other agreements, or these Protocols, for Payment Defaults and other defaults by a QSE, ERCOT has the additional remedies outlined below.
16.2.7.1.1
No Payments by ERCOT to Defaulting QSE

ERCOT may not make any payment to a defaulting QSE unless or until the defaulting QSE cures the Payment Default.  The payments that will not be made to a defaulting QSE include Invoice receipts, CRR Auction revenues, CRR credits, reimbursements for short payments, and any other reimbursements or credits under any other agreement.  ERCOT shall retain those amounts until the defaulting QSE has fully paid all amounts owed to ERCOT under the QSE Agreement, other agreements, and these Protocols.

16.2.7.1.2
ERCOT May Draw On Defaulting QSE’s Security

ERCOT may at any time, without notice to the defaulting QSE, draw on and hold any security posted by the defaulting QSE as required by the Protocols or any other agreement between ERCOT and the defaulting QSE.  If the funds drawn exceed the amount applied to any Payment Default, then ERCOT may hold those funds as additional security. 
16.2.7.1.3
Aggregate Amount Owed by Defaulting QSE Immediately Due

ERCOT shall aggregate all amounts due it by the defaulting QSE under the QSE Agreement, any other agreement with ERCOT, and the Protocols into a single amount to the extent allowable under bankruptcy and other law.  The entire unpaid net balance owed to ERCOT by the defaulting QSE, at the option of ERCOT, is immediately due and payable without further notice and demand for payment, which notice and demand are expressly waived by the defaulting QSE.

16.2.7.1.4
Termination of Agreements

ERCOT may suspend a QSE’s right to conduct QSE activities in the market in the ERCOT Region or terminate the QSE’s Agreement with ERCOT, as provided in the QSE’s Agreement, and may terminate any and all other Agreements between that QSE and ERCOT.
16.2.7.2
ERCOT’s Remedies for Late Payments by Qualified Scheduling Entities

If a QSE makes any Late Payments, and even if ERCOT does not immediately implement the above remedies for any Payment Default by a QSE, ERCOT shall take action for Late Payments as outlined below.
16.2.7.2.1
First Late Payment in Any Rolling 12-Month Period

For the first Late Payment in any rolling 12-month period, ERCOT shall review the circumstances and reason for the Late Payment, and may, in its sole discretion, determine whether it should take Level I Enforcement action against the QSE.  ERCOT shall send written notice to the QSE’s Authorized Representative and Credit Contact, advising the QSE whether ERCOT intends to take Level I Enforcement action, and, if so, the action being taken under Level I Enforcement.

16.2.7.2.2
Second Late Payment in Any Rolling 12-Month Period

(1)
For the second Late Payment in any rolling 12-month period, ERCOT shall review the circumstances and reason for the Late Payment, and shall take action as follows:

(a)
If ERCOT did not take Level I Enforcement action for the first Late Payment, ERCOT shall take Level I Enforcement action for the second Late Payment; or,

(b)
If ERCOT did take Level I Enforcement action for the first Late Payment, ERCOT shall take Level II Enforcement action for  the second Late Payment; and,

(2)
ERCOT shall send Notice to the QSE’s Authorized Representative and Credit Contact, advising the QSE of the action being taken under Level I or Level II Enforcement as outlined in item (1) above.

16.2.7.2.3
Third Late Payment in Any Rolling 12-Month Period

(1)
For the third Late Payment in any rolling 12-month period, ERCOT shall review the circumstances and reason for the Late Payment, and shall take action as follows:

(a)
If ERCOT did not take Level II Enforcement action for the second Late Payment, ERCOT shall take Level II Enforcement action for the third Late Payment; or,

(b)
If ERCOT did take Level II Enforcement action for the second Late Payment, ERCOT shall take Level III Enforcement action for the third Late Payment; and,

(2)
ERCOT shall send written notice to the QSE’s Authorized Representative and Credit Contact advising the QSE of the action being taken under Level II or Level III Enforcement as outlined in item (1) above.

16.2.7.2.4
Fourth and All Subsequent Late Payments in Any Rolling 12-Month Period
For the fourth and all subsequent Late Payments in any rolling 12-month period ERCOT shall:

(a)
Take Level III Enforcement action for the fourth or subsequent Late Payment; and,

(b)
Send written notice to the QSE’s Authorized Representative and Credit Contact advising the QSE of the action required under Level III Enforcement.

16.2.7.2.5
Level I Enforcement

Under Level I Enforcement, ERCOT shall notify the QSE to comply with one of the following requirements; whichever is appropriate:

(a)
If the QSE does not have security posted, the QSE shall post security, within two Bank Business Days, in an amount at or above 110% of the amount of the QSE’s Initial Estimated Liability (IEL) or Estimated Aggregate Liability (EAL), whichever is applicable; or,

(b)
If the QSE does have security posted, the QSE shall increase its posted security, within two Bank Business Days, to an amount at or above 110% of its IEL or EAL, whichever is applicable.

16.2.7.2.6
Level II Enforcement

Under Level II Enforcement, the QSE shall post security in the form of a cash deposit in a bank and account designated by ERCOT in an amount equal to 110 % of the QSE’s IEL or EAL, whichever is applicable, within two Bank Business Days after receipt of Notice from ERCOT.  The account designated by ERCOT must allow ERCOT access to the funds.  ERCOT may only access the cash deposit in the account in the event of a subsequent Late Payment by the QSE.  The account may bear interest to the QSE.

16.2.7.2.7
Level III Enforcement

ERCOT shall make reasonable efforts to meet with a QSE’s Authorized Representative and Credit Contact to discuss the Late Payments.  ERCOT shall take one or more of the following actions:

(a)
Advise the Authorized Representative and Credit Contact that a subsequent Late Payment in the rolling 12-month period could result in termination of the QSE’s right to act as a QSE in the ERCOT market; or

(b)
Terminate the QSE’s Agreement with ERCOT, as provided in the QSE’s Agreement.

16.2.7.2.8
Failure to Comply with Security Requirement

ERCOT shall suspend the QSE’s right to act as a QSE in the ERCOT market if it fails to comply with increased security requirements under Level I or Level II Enforcement, and ERCOT may terminate the QSE’s Agreement with ERCOT for the failure to comply.

16.2.7.2.9
Duration of Increased Security Requirement

Increased security requirements under this Section 16.2 9.2 are in effect for a minimum of 60 days and remain in effect thereafter until ERCOT, in its sole discretion, determines to reduce those security requirements to the normal levels.

16.2.8
Release of Qualified Scheduling Entity’s Security Requirement

ERCOT shall, following the termination of a QSE Agreement and within 30 days after being satisfied that no sums remain owing by the QSE under these Protocols, return or release to the QSE, as appropriate, any security provided by the QSE to ERCOT under this Section.

16.2.9
Posting of Qualified Scheduling Entity List

ERCOT shall post on the MIS Public Area and maintain a current list of all QSEs.  ERCOT shall include with that posting a cautionary statement that inclusion on that list does not necessarily mean that a QSE is entitled to provide any service to a third party, nor does it obligate a QSE to provide any service to a third party.

16.2.10
Default Qualified Scheduling Entity

16.2.10.1
Designation as the Default Qualified Scheduling Entity
The Default QSE is available for all Market Participants and selected annually through a competitive process approved by the ERCOT Board.

16.2.10.2
Assignment to the Default Qualified Scheduling Entity
If a QSE can no longer act as a QSE, or if ERCOT suspends the QSE or terminates the QSE Agreement, ERCOT shall assign each Market Participant represented by the failed QSE to the Default QSE and notify it of the assignment.  Any Market Participant served by the defaulting QSE pursuant to Section 16.2.9, Payment Default and Late Payments by QSEs, must immediately select a new QSE and has 72 hours from assignment to the Default QSE to begin operations with the new QSE.

16.2.10.3
Market Participation by Default Qualified Scheduling Entity
To facilitate the Default QSE’s participation in the market during the 72-hour period, ERCOT shall provide for each Market Participant assigned to the Default QSE its final same-day, prior-week market information.  Each Market Participant that is served by the Default QSE must compensate the Default QSE for the services provided and ERCOT settlement charges incurred by the Default QSE on behalf of that Market Participant.  Each Market Participant served by the Default QSE waives any confidentiality provisions of these Protocols to the extent necessary for the Default QSE to perform its functions during the 72-hour period.

16.2.11
Emergency Qualified Scheduling Entity

16.2.11.1
Designation as an Emergency Qualified Scheduling Entity
If a QSE terminates its relationship with an LSE and that LSE fails to designate a new QSE before the termination date, the LSE may be designated as an Emergency QSE and may be issued digital certificates and provided access to QSE capabilities.  
16.2.11.2
Market Participation by an Emergency Qualified Scheduling Entity
(1)
An Emergency QSE may only represent itself and may only submit: 
(a)
Energy Trades in which the Emergency QSE is the buyer;

(b)
Capacity Trades in which the Emergency QSE is the buyer;

(c)
Ancillary Service Trades in which the Emergency QSE is the buyer; and

(d)
Energy Bids in the DAM

(2)
An Emergency QSE may submit those transactions described in item (1) above only to the extent that they are intended to serve the Load of the Emergency QSE’s Customers.  
(3)
An Emergency QSE is not required to submit QSE information if it does not have the capability and it is not subject to action beyond the standard credit posting requirements for failure to comply with any QSE requirements.

16.2.11.3
Requirement to Obtain New Qualified Scheduling Entity or Qualified Scheduling Entity Certification

An Emergency QSE must satisfy all necessary creditworthiness requirements for QSEs as described in this Section within three Business Days after receiving credit requirements, but before the date of becoming an Emergency QSE.  Within seven  Business Days after receiving designation as an Emergency QSE, an Emergency QSE must either (1) designate a QSE that will represent the LSE to ERCOT or (2) fulfill all QSE registration and qualification requirements.  After completing the latter requirements, the Emergency QSE must be redesignated as a QSE.  If an Emergency QSE fails to meet at least one of these two requirements within the allotted time, then ERCOT shall transfer all of the Emergency QSE’s Customers to the applicable Provider of Last Resort (i.e., a mass drop). 
16.2.12
Acceleration

Upon termination of a QSE’s rights as a QSE and the QSE Agreement or any other Agreement(s) between ERCOT and the QSE, all sums owed to ERCOT are immediately accelerated and are immediately due and owing in full.  At that time, ERCOT may immediately draw upon any security or other collateral pledged to ERCOT and may offset or recoup all amounts due to ERCOT to satisfy those due and owing amounts.
16.3
Registration of Load Serving Entities

(1)
LSEs provide electric service to Customers and Wholesale Customers.  LSEs include Non-Opt In Entities (NOIEs) that serve Load and Competitive Retailers (CRs) (which includes Retail Electric Providers (REPs)).  Each LSE operating in ERCOT, or in Non-ERCOT portions of Texas in areas where Customer Choice is in effect, must register with ERCOT.  To become registered as an LSE, an Entity must execute an LSE Agreement (using the form in Section 22, Attachment B, Standard Form LSE Agreement) and demonstrate to ERCOT’s reasonable satisfaction that it is capable of performing the functions of an LSE under these Protocols.   Additionally, a REP must demonstrate certification by the PUCT under its Substantive Rule §25.107, Certification of Retail Electric Providers, and comply with the remaining requirements of this Section 16.3.
 (2) 
All CRs must participate in and successfully complete testing as described in Section 23, Texas Test Plan Team Retail Market Testing, prior to commencing operations with ERCOT.

(3)
ERCOT may require that the Entity satisfactorily complete testing of interfaces between the Entity’s systems and relevant ERCOT Systems.  
16.3.1
Technical and Managerial Requirements for LSE Applicants
An LSE applicant must:

(1)
Be capable of complying with all policies, rules, guidelines, registration requirements and procedures established by these Protocols, ERCOT, or other Independent Organizations, if applicable;

(2)
Be capable of purchasing  power from Entities registered with or by ERCOT or the Independent Organizations and capable of complying with its system rules; and,

(3)
Be capable of purchasing capacity and reserves, or other Ancillary Service, as may be required by ERCOT, or other Independent Organizations, to provide adequate electricity to all the applicant’s Customers

16.3.1.1
Designation of a Qualified Scheduling Entity
(1)
Each LSE applicant within the ERCOT Region shall designate in its application the QSE that will represent the applicant with ERCOT.  Each applicant shall acknowledge in its application that it bears sole responsibility for selecting and maintaining a QSE as its representative.  The applicant shall include in its application a written statement from the designated QSE acknowledging that the QSE accepts responsibility for the applicant’s transactions pursuant to these Protocols.

(2)
An LSE may be required to designate a backup QSE under this Section 16.

(3)
If an LSE fails to maintain a QSE as its representative, the LSE may be designated as an Emergency QSE as provided in this Section.

16.3.2
Registration Process for Load Serving Entities

(1)
Any Entity providing electric service to Customers in ERCOT, or in Non-ERCOT portions of Texas in areas where Customer Choice is in effect, must submit to ERCOT a Load Serving Entity Application (“LSE application”).  ERCOT shall post on the MIS Public Area the form in which LSE applications must be submitted, all materials that must be provided with the LSE application, and the fee schedule, if any, applicable to LSE applications.  
(2)
The LSE application must be attested to by a duly authorized officer or agent of the applicant.  The applicant shall promptly notify ERCOT of any material changes affecting a pending LSE application using the appropriate form posted on the MIS Public Area.  
16.3.2.1
Notice of Receipt of Load Serving Entity Application

Within three Business Days after receiving an LSE application, ERCOT shall issue the LSE applicant a written confirmation that ERCOT has received the LSE application.  ERCOT shall return without review any LSE application that does not include the proper application fee.  The remainder of this Section does not apply to any LSE application returned for failure to include the proper application fee.

16.3.2.2
Incomplete Load Serving Entity Applications

(1)
Not more than 10 Business Days after receiving an LSE application, ERCOT shall notify the applicant in writing whether the application is complete.

(2)
If ERCOT determines that an LSE application is not complete, ERCOT’s notice must explain the reasons for that determination and the additional information necessary to make the application complete.  The applicant has five Business Days from receiving ERCOT’s notice, or such longer period as ERCOT may allow, to provide the additional information set forth in ERCOT’s notice.  If the applicant timely responds to ERCOT’s notice with the required additional information, then the application is deemed complete on the date that ERCOT receives the applicant’s response.

(3)
If the applicant does not timely respond to ERCOT’s Notice, then the application must be rejected, and ERCOT shall retain any application fee included with the application.

16.3.2.3
ERCOT Approval or Rejection of Load Serving Entity Application

(1)
ERCOT may reject an LSE application within 10 Business Days after the application has been deemed complete in accordance with this section.  If ERCOT does not reject the LSE application within 10 Business Days after the application is deemed complete then the application is deemed approved.
(2)
If ERCOT rejects a LSE application, ERCOT shall send the LSE applicant a rejection letter explaining the grounds upon which ERCOT rejected the LSE application.  Appropriate grounds for rejecting a LSE application include the following:

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

(b)
Noncompliance with technical requirements; and

(c)
Noncompliance with other specific eligibility requirements set forth in this Section or in any other part of these Protocols.

(3)
Not later than 10 Business Days after receiving a rejection letter, the LSE applicant may challenge the rejection of its LSE application using the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedures.  The applicant may submit a new LSE application and fee at any time, and ERCOT shall process the new LSE application under this Section 16.

16.3.3 
Changing QSE Designation 

(1)
An LSE may change its designation of QSE no more than once in any consecutive three days.  

(2)
The LSE shall include a written statement from the designated QSE acknowledging that the QSE accepts responsibility for the LSE’s transactions under these Protocols.

(3)
If an LSE’s representation by a QSE will terminate or the LSE intends to be represented by a different QSE, the LSE shall submit updated QSE designation information to ERCOT no less than six days prior to the effective date.  Within two days of receiving that notice, ERCOT shall notify all affected Entities, including the LSE’s current QSE, of the effective date of the change.

16.3.4.
Maintaining and Updating LSE Information 
Each LSE must timely update information the LSE provided to ERCOT in the application process, and an LSE must promptly respond to any reasonable request by ERCOT for updated information regarding the LSE or the information provided to ERCOT by the LSE, including:

(a)
The LSE’s addresses;

(b)
A list of Affiliates; and

(c)
Designation of the LSE’s officers, directors, Authorized Representatives, and User Security Administrator (all per the LSE application) including the addresses (if different), telephone and facsimile numbers, and e-mail addresses for those persons.

16.3.5
Load Serving Entities Outside of ERCOT

(1)
LSEs operating only outside of the ERCOT Region are not required to designate a QSE.

(2)
Each LSE operating only outside of the ERCOT Region but within Texas (“Non-ERCOT LSE”) is required to register with ERCOT but is not required to comply with those sections of the Protocols that relate only to operations in the ERCOT Region.

16.4
Registration of ERCOT and Non-ERCOT Transmission and Distribution Service Providers

(1)
Each Entity operating as a Transmission Service Provider (TSP) or Distribution Service Provider (DSP) within the ERCOT Region, including Municipally Owned Utilities and Electric Cooperatives, shall register as a TSP or DSP, or both, as applicable, with ERCOT.  Any DSP operating only outside of the ERCOT Region, but within Texas (“Non-ERCOT DSP”) shall also register as a DSP, but Non-ERCOT DSPs are not required to comply with sections of the Protocols relating only to operations in the ERCOT Region.  To register as a TSP or DSP, an Entity must comply with the backup plan requirements in the Operating Guides, execute a TDSP Agreement (using the form provided in Section 22, Attachment G, Standard Form TDSP Agreement), and be capable of performing the functions of a TSP or DSP, as applicable, as described in these Protocols. 
(2)
DSPs operating within portions of Texas in areas where Customer Choice is in effect (including Opt-In MOUs and Opt-In Co-ops) must participate in and successfully complete testing as described in Protocol Section 23, Texas Test Plan Team Retail Market Testing, before starting operations with ERCOT.

16.5
Registration of a Resource Entity 

[Note: In section 2 expand the definition of Resource Entity to include All-Inclusive Resources”.]
A Resource Entity owns or controls an All-Inclusive Resource connected to the ERCOT System.  Each Resource Entity operating in ERCOT must register with ERCOT.  To become registered as a Resource Entity, an Entity must execute a Resource Entity Agreement (using the form in Section 22, Attachment E, Standard Form Resource Entity Agreement) and demonstrate to ERCOT’s reasonable satisfaction that it is capable of performing the functions of a Resource Entity under these Protocols.
16.5.1
Technical and Managerial Requirements for Resource Entity Applicants

A Resource Entity applicant must:

(1)
Be capable of complying with all policies, rules, guidelines, registration requirements and procedures established by these Protocols, ERCOT, or other Independent Organizations, if applicable; and

(2)
Be capable of purchasing power from Entities registered with or by ERCOT or the Independent Organizations and capable of complying with its system rules.

16.5.1.1
Designation of a Qualified Scheduling Entity
(1)
Each Resource Entity applicant within the ERCOT Region shall designate in its application the QSE that will represent the applicant with ERCOT.  Each applicant shall acknowledge in its application that it bears sole responsibility for selecting and maintaining a QSE as its representative.  The applicant shall include in its application a written statement from the designated QSE acknowledging that the QSE accepts responsibility for the applicant’s transactions pursuant to these Protocols.

(2)
A Resource Entity may be required to designate a backup QSE under this Section 16.

16.5.1.1
Waiver for Federal Hydroelectric Facilities

(1)
ERCOT may grant a waiver to any federally owned hydroelectric All-Inclusive Resource within the ERCOT System from fulfilling the requirements in Section 16.5, Registration of a Resource Entity, as they pertain to the submission of a Resource Entity application and the execution of a Resource Entity Agreement (Section 22 Attachment E, Standard Form Resource Entity Agreement).  ERCOT may grant such waiver after the federally owned hydroelectric Resource Entity provides ERCOT with the following:

(a)
All information necessary to meet the Resource Entity registration requirements as provided in this Section;

(b)
The designation of a QSE for each All-Inclusive Resource that it owns or controls; and

(c)
Assignment of each All-Inclusive Resource’s ESI ID to an LSE serving any Load or net Load, if the All-Inclusive Resource is net metered and will be connected to the ERCOT System.  Such Load, if retail Load, is subject to all applicable rules and procedures, including rules concerning disconnection and Provider of Last Resort service, applicable to other retail points of delivery.

16.5.1.2
Waiver for Block Load Transfer Resources

ERCOT may grant a waiver to a Resource Entity for a Block Load Transfer (BLT) Resource from fulfilling the requirements in Section 16.5, Registration of a Resource Entity, as they pertain to the submission of a Resource Entity application and the execution of a Resource Entity Agreement (Section 22 Attachment E, Standard Form Resource Entity Agreement).  ERCOT may grant such waiver after the Resource Entity for the BLT Resource provides ERCOT with the following:

(a)
All applicable information necessary to meet the  Resource Entity registration requirements as provided in this Section; and,

(b)
The designation of a QSE for the BLT Resource.

16.5.3
Registration Process for a Resource Entity
(1)
To register as a Resource Entity, an applicant must submit to ERCOT a completed Resource Entity application and any applicable fee.  ERCOT shall post on the MIS Public Area the form in which Resource Entity applications must be submitted, all materials that must be provided with the Resource Entity application.  
 (2)
The Resource Entity application must be attested to by a duly authorized officer or agent of the applicant.  The applicant shall promptly notify ERCOT of any material changes affecting a pending Resource Entity application using the appropriate form posted on the MIS Public Area.  

16.5.3.1
Notice of Receipt of Resource Entity Application

Within three Business Days after receiving a Resource Entity application, ERCOT shall issue the Resource Entity applicant a written confirmation that ERCOT has received the application.  ERCOT shall return without review any LSE application that does not include the proper application fee.  The remainder of this Section does not apply to any LSE application returned for failure to include the proper application fee. [is there a fee?]
16.5.2.3
Incomplete Resource Entity Applications

(1)
Not more than 10 Business Days after receiving a Resource Entity application, ERCOT shall notify the applicant in writing whether the application is complete.

(2)
If ERCOT determines that a Resource Entity application is not complete, ERCOT’s notice must explain the reasons for that determination and the additional information necessary to make the application complete.  The applicant has five Business Days from receiving ERCOT’s notice, or such longer period as ERCOT may allow, to provide the additional information set forth in ERCOT’s notice.  If the applicant timely responds to ERCOT’s notice with the required additional information, then the application is deemed complete on the date that ERCOT receives the applicant’s response. 
(3)
If the applicant does not timely respond to ERCOT’s Notice, then the application must be rejected, and ERCOT shall retain any application fee included with the application.

16.5.3.3
ERCOT Approval or Rejection of a Resource Entity Application

(1)
ERCOT may reject a Resource Entity application within 10 Business Days after the application has been deemed complete in accordance with this section.  If ERCOT does not reject the Resource Entity application within 10 Business Days after the application is deemed complete then the application is deemed approved.

(2)
If ERCOT rejects a Resource Entity application, ERCOT shall send the Resource Entity applicant a rejection letter explaining the grounds upon which ERCOT rejected the Resource Entity application.  Appropriate grounds for rejecting a Resource Entity application include the following:

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

(b)
Noncompliance with technical requirements; and

(c)
Noncompliance with other specific eligibility requirements set forth in this Section or in any other part of these Protocols.

(3)
Not later than 10 Business Days after receiving a rejection letter, the Resource Entity applicant may challenge the rejection of its Resource Entity application using the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedures.  The applicant may submit a new Resource Entity application and fee at any time, and ERCOT shall process the new Resource Entity application under this Section 16.

16.5.3
Changing QSE Designation
(1)
A Resource Entity may change its designation of QSE no more than once in any consecutive three days.  

(2)
The Resource Entity shall include a written statement from the designated QSE acknowledging that the QSE accepts responsibility for the Resource Entity’s transactions under these Protocols.

(3)
If a Resource Entity’s representation by a QSE will terminate or the Resource Entity intends to be represented by a different QSE, the Resource Entity shall submit updated QSE designation information to ERCOT no less than six days prior to the effective date.  Within two days of receiving that notice, ERCOT shall notify all affected Entities, including the Resource Entity’s current QSE, of the effective date of the change.

16.5.5
Maintaining and Updating Resource Entity Information 
Each Resource Entity must timely update information the Resource Entity provided to ERCOT in the application process, and a Resource Entity must promptly respond to any reasonable request by ERCOT for updated information regarding the Resource Entity or the information provided to ERCOT by the Resource Entity, including:

(a)
The Resource Entity’s addresses;

(b)
A list of Affiliates; and

(c)
Designation of the Resource Entity’s officers, directors, Authorized Representatives, and User Security Administrator (all per the Resource Entity application) including the addresses (if different), telephone and facsimile numbers, and e-mail addresses for those persons.
16.6
Registration of Municipally Owned Utilities and Electric Cooperatives in the ERCOT Region

(1)
Each Municipally Owned Utility (MOU) and Electric Cooperative (EC) shall register with ERCOT and sign the Agreements that apply to the functions it performs in the ERCOT Region, regardless of whether planning to be a Non-Opt-In Entity (NOIE) or a Competitive Retailer.

(2)
Each MOU and EC that decides to opt in shall register as a Competitive Retailer and notify ERCOT of its intentions six months prior to opting in.  
(3)
Each MOU and EC shall designate a QSE with ERCOT on its behalf.

(4)
ERCOT shall create and assign each NOIE an ESI ID to each NOIE wholesale point of delivery as specified in these Protocols.  The ESI IDs must be assigned to an LSE.

16.7
Registration of Renewable Energy Credit Account Holders

Each Entity intending to participate in the Renewable Energy Credit (REC) Program shall register with ERCOT and execute a REC Account Holder Agreement (as provided in Section 22, Agreements) prior to participation in the REC Program.

16.8
Registration and Qualification of Congestion Revenue Rights Account Holders

16.8.1
Criteria for Qualification as a CRR Account Holder 

(1)
To become and remain a CRR Account Holder, an Entity must meet the following requirements:

(a)
Submit a properly completed CRR Account Holder  application for qualification, including any applicable fee and including designation of  “Authorized Representatives,” each of whom is responsible for administrative communications with the CRR Account Holder and each of whom has enough authority to commit and bind the CRR Account Holder;

(b)
Sign a CRR Account Holder Agreement; 
(c)
Sign any required Agreements relating to use of the ERCOT network, software, and systems;

(d)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of performing the functions of a CRR Account Holder; 
(e)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of complying with the requirements of all ERCOT Protocols and Operating Guides; 

(f)
Satisfy ERCOT’s creditworthiness requirements as set forth in this Section 16;

(g)
Be generally able to pay its debts as they come due; ERCOT may request evidence of compliance with this qualification only if ERCOT reasonably believes that a CRR Account Holder is failing to comply with it;

(h)
Provide all necessary bank account information and arrange for Fedwire system transfers for two-way confirmation; and

(i)
Be financially responsible for payment of its settlement charges under these Protocols.

(3)
A CRR Account Holder shall promptly notify ERCOT of any change that materially affects the Entity’s ability to satisfy the criteria set forth above, and of any material change in the information provided by the CRR Account Holder to ERCOT that may adversely affect the financial security of ERCOT.  If the CRR Account Holder fails to so notify ERCOT within one day after the change, then ERCOT may refuse to allow the CRR Account Holder to perform as a CRR Account Holder and may take any other action ERCOT deems appropriate, in its sole discretion, to prevent ERCOT or Market Participants from bearing potential or actual risks, financial or otherwise, arising from those changes, and in accordance with these Protocols. 

(4)
Continued qualification as a CRR Account Holder is contingent upon compliance with all applicable requirements in these Protocols.  ERCOT may suspend a QSE’s rights as a Market Participant when ERCOT reasonably determines that it is an appropriate remedy for the Entity’s failure to satisfy any applicable requirement.
16.8.2
CRR Account Holder Application Process  

To register as a CRR Account Holder, an applicant must submit to ERCOT a completed CRR Account Holder application and any applicable fee.  ERCOT shall post on the MIS Public Area the form in which CRR Account Holder applications must be submitted, all materials that must be provided with the CRR Account Holder application and the fee schedule, if any, applicable to CRR Account Holder applications.  The CRR Account Holder application shall be attested to by a duly authorized officer or agent of the applicant.  The CRR Account Holder applicant shall promptly notify ERCOT of any material changes affecting a pending application using the appropriate form posted on the MIS Public Area.  The application must be submitted at least 15 days before the first day of participation in the CRR Auction process or purchase of CRRs.

16.8.2.1
Notice of Receipt of CRR Account Holder Application

Within three Business Days after receiving a CRR Account Holder application, ERCOT shall issue to the applicant a written confirmation that ERCOT has received the CRR Account Holder application.  ERCOT shall return without review any CRR Account Holder application that does not include the proper application fee.  The remainder of this Section does not apply to any CRR Account Holder application returned for failure to include the proper application fee.

16.8.2.2
Incomplete Applications  

(1)
Within 10 Business Days after receiving a CRR Account Holder application, ERCOT shall notify the applicant in writing if the application is incomplete.  If ERCOT fails to notify the applicant that the application is incomplete within 10 Business Days, then the application is considered complete as of the date ERCOT received it.

(2)
If a CRR Account Holder application is incomplete, ERCOT’s notice of incompletion to the applicant must explain the deficiencies and describe the additional information necessary to make the CRR Account Holder application complete.  The CRR Account Holder applicant has five Business Days after it receives the notice, or a longer period if ERCOT allows, to provide the additional required information.  If the applicant responds to the notice within the allotted time, then the CRR Account Holder application is considered complete on the date that ERCOT received the complete additional information from the applicant.

(3)
If the applicant does not respond to the incompletion notice within the time allotted, ERCOT shall reject the application and shall notify the applicant using the procedures below.

16.8.2.3
ERCOT Approval or Rejection of CRR Account Holder Application

(1)
ERCOT may reject a CRR Account Holder application within 10 Business Days after the application has been deemed complete in accordance with this section.  If ERCOT does not reject the CRR Account Holder application within 10 Business days after the application is deemed complete then the application is deemed approved.

(2)
If ERCOT rejects a CRR Account Holder application, ERCOT shall send the applicant a rejection letter explaining the grounds upon which ERCOT rejected the CRR Account Holder application.  Appropriate grounds for rejecting a CRR Account Holder application include the following:

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

(b)
Noncompliance with technical requirements; and

(c)
Noncompliance with other specific eligibility requirements in this Section or in any other Protocols.

(3)
Not later than 10 Business Days after receiving a rejection letter, the CRR Account Holder applicant may challenge the rejection of its CRR Account Holder application using the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedures.  The applicant may submit a new CRR Account Holder application and fee at any time, and ERCOT shall process the new CRR Account Holder application under this Section 16.

(4)
If ERCOT does not reject the CRR Account Holder application within 10 Business Days after the application has been deemed complete under this Section 16, ERCOT shall send  the applicant,  a CRR Account Holder Agreement and any other required agreements relating to use of the ERCOT network, software, and systems for the applicant’s signature.

16.8.3
Remaining Steps for CRR Account Holder Registration

After a CRR Account Holder application is deemed approved under Section 16.8.2.3, ERCOT Approval or Rejection of CRR Account Holder Application, the applicant shall coordinate or perform the following:

(a)
Return the signed CRR Account Holder Agreement and other related agreements to ERCOT; and

(b)
Demonstrate compliance with security and financial requirements.

16.8.3.1
Maintaining and Updating CRR Account Holder Information 
Each CRR Account Holder must timely update information the CRR Account Holder provided to ERCOT in the application process, and a CRR Account Holder must promptly respond to any reasonable request by ERCOT for updated information regarding the CRR Account Holder or the information provided to ERCOT by the CRR Account Holder, including:

(a)
The CRR Account Holder’s addresses;

(b)
A list of Affiliates; and

(c)
Designation of the CRR Account Holder’s officers, directors, Authorized Representatives, Credit Contacts, and User Security Administrator (all per the CRR Account Holder application) including the addresses (if different), telephone and facsimile numbers, and e-mail addresses for those persons. 

16.8.4
Congestion Revenue Rights Account Holder Financial Security

16.8.4.1
ERCOT Creditworthiness Requirements for Congestion Revenue Rights Account Holders

Each CRR Account Holder shall meet ERCOT’s creditworthiness requirements and maintain any minimum security amount required, as provided herein and demonstrated in a form acceptable to ERCOT.  If the CRR Account Holder’s creditworthiness rating falls below the level required to support the CRR Account Holder’s activity in the market in the ERCOT Region, ERCOT may suspend the CRR Account Holder’s rights under these Protocols until the CRR Account Holder submits additional security under this Section.  ERCOT’s election not to suspend the CRR Account Holder’s rights on any particular occasion does not preclude ERCOT from suspending the CRR Account Holder’s rights on any subsequent occasion, including their ability to bid on future CRRs.
16.8.4.2
Requirements for Establishing Creditworthiness Rating

(1)
The terms Minimum Credit Rating, Credit Rating, Minimum Equity, Minimum Average Times/Interest Earning Ratio (TIER) and Debt Service Coverage (DSC) Ratios, Minimum Debt to Capitalization Ratio, Minimum Equity to Assets Ratio, Earnings Before Interest, Taxes, Depreciation, Amortization (EBITDA) to Interest and Current Maturities of Long-Term Debt, Unsecured Credit Limit and Minimum Equity Ratios are defined in the ERCOT Creditworthiness Standards adopted by the ERCOT Board of Directors. 
 (2)
ERCOT may waive the requirement that a CRR Account Holder post security if the CRR Account Holder meets one of the following requirements based on the financial statements as required in the CRR Account Holder credit application process:

(a)
Has the required Minimum Equity and a Credit Rating  that meets or exceeds the Minimum Credit Rating; or

(b)
Is an Electric Cooperative, and 

(i)
 is a Rural Utilities Service (RUS) distribution or power supply borrower as that term is used in 7 CFR §1717.656 which is part of the regulations that govern RUS borrowers; 

(ii)
 maintains the average TIER and DSC coverage ratios, as such terms are defined in the 7 CFR Chapter XVII, Rural Utilities Service; Department of Agriculture; 

(iii)
maintains the required Minimum Equity to Assets Ratio; and 

(iv)
maintains the required Minimum Equity; or

(c)
Is a privately held company without a Credit Rating, and 

(i)
 has equity in the amount equal to or greater than the required Minimum Equity; 

(ii)
maintains the Minimum Debt to Capitalization Ratio; and 

(iii)
maintains Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA) to Interest and Current Maturities of Long-Term Debt (CMLTD) ratio. 

CWG note: Netting of QSE and CRR Account Holder activity is still under review. The CWG is working to clarify if and how netting can be accomplished, based on bankruptcy law questions.
16.8.4.3
Alternative Means of Satisfying ERCOT Creditworthiness Requirements

(1)
If a CRR Account Holder’s activity in the market in the ERCOT Region results in a credit exposure to the market greater than the CRR Account Holder’s allocated Unsecured Credit Limit under the ERCOT Creditworthiness Standards, the CRR Account Holder shall submit additional or alternative security through one of the following means:
(a)
Another Entity that meets or exceeds the Minimum Credit Ratings, as established by the ERCOT Board, may provide a guarantee of the CRR Account Holder’s liability to ERCOT in an amount equal to the CRR Account Holder’s Congestion Revenue Right Estimated Liability (CRREL) minus the CRR Account Holder’s Unsecured Credit Limit, provided that the guarantor meets the requirements set forth in this Section 16.  The guarantee must be provided in the form of the ERCOT Board-approved standard form guarantee agreement.
(b)
The CRR Account Holder may provide an irrevocable letter of credit naming ERCOT as the beneficiary in an amount equal to or greater than the CRR Account Holder’s CRREL minus the CRR Account Holder’s Unsecured Credit Limit.  ERCOT may reject the letter of credit if the issuer is unacceptable to ERCOT or if the conditions under which ERCOT may draw against the letter of credit are unacceptable to ERCOT.  The letter of credit must be provided in the form of the ERCOT Board-approved standard form letter of credit.

(c)
The CRR Account Holder may provide a surety bond naming ERCOT as the beneficiary in an amount equal to or greater than the CRR Account Holder’s CRREL minus the CRR Account Holder’s Unsecured Credit Limit.  The surety bond must be executed by a surety acceptable to ERCOT, in compliance with limits established by the ERCOT Board-approved creditworthiness standards, and must be in the form of ERCOT’s standard form surety bond Agreement.
(d)
The CRR Account Holder may deposit cash in an account designated by ERCOT with the understanding that ERCOT may draw part or all of the deposited cash to satisfy any overdue payments owed by the CRR Account Holder to ERCOT.  The account may bear interest payable directly to the CRR Account Holder, but any such arrangements may not restrict ERCOT’s immediate access to the cash.  The deposited cash must be in an amount equal to or greater than the CRR Account Holder’s CRREL minus the CRR Account Holder s Unsecured Credit Limit.


CWG note: Netting of QSE and CRR Account Holder activity is still under review. The CWG is working to clarify if and how netting can be accomplished, based on bankruptcy law questions. 

16.8.4.4
Determination of CRR Account Holder’s Liability
CW note: The ERCOT CWG is currently in the process of determining how to evaluate liability and collateral needs related to CRR’s in the new market design. 


 Note: The ERCOT CWG is currently in the process of determining how to evaluate liability and collateral needs related to CRR’s in the new market design. 
16.8.4.4.1 Determination of CRR Account Holder Estimated Liability
Note: The ERCOT CWG is currently in the process of determining how to evaluate liability and collateral needs related to CRR’s in the new market design. 
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16.8.5
Monitoring of Creditworthiness by ERCOT

 (1)
ERCOT shall monitor the creditworthiness of each CRR Account Holder and its guarantor, if any.  To enable ERCOT to monitor creditworthiness, each CRR Account Holder and its guarantor, if any, shall provide to ERCOT: 
(a) 
Quarterly unaudited financial statements not later than 60 days after the close of each of the issuer’s fiscal quarters; and 
(b) 
Annual audited financial statements not later than one hundred twenty (120) days after the close of each of the issuer’s fiscal year; if an issuer’s financial statements are publicly available electronically and the issuer provides to ERCOT sufficient information to access those financial statements, then the issuer is considered to have met this requirement.  ERCOT may extend the period for providing annual audited statements on a case-by-case basis.

(2)
With respect to a CRR Account Holder that meets ERCOT creditworthiness requirements pursuant to Section 16.8.2.2, Requirements for Establishing Creditworthiness Rating, for any portion of its creditworthiness requirements, such CRR Account Holder shall inform ERCOT within one Business Day if it has experienced a material change that might reduce the CRR Account Holder’s Unsecured Credit Limit. ERCOT may require the CRR Account Holder to meet one of the credit requirements of Section 16.8.2.3, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.  If the CRR Account Holder fails to promptly satisfy ERCOT creditworthiness requirements, then ERCOT may, after providing written notice to the CRR Account Holder, reject any bids or offers from the CRR Account Holder and take any other action deemed appropriate by ERCOT in its sole discretion until ERCOT’s creditworthiness requirements under this Section 16 are met.

(3)
With respect to CRR Account Holders meeting creditworthiness requirements using an alternative means provided in Section 16.8.2.3, Alternative Means of Satisfying ERCOT Creditworthiness Requirements, for any portion of its creditworthiness requirement, each CRR Account Holder is responsible, at all times, for maintaining security in an amount at or above its CRREL minus the CRR Account Holder’s Unsecured Credit Limit.  ERCOT shall allow the CRR Account Holder a reasonable time to provide additional security if necessary to maintain compliance with Section 16.8.2, CRR Account Holder Financial Security. If a CRR Account Holder fails to provide additional security within the time allowed by ERCOT, ERCOT may, after providing written notice to the CRR Account Holder, reject any bids or offers from the CRR Account Holder and take any other action deemed appropriate by ERCOT in its sole discretion until ERCOT’s creditworthiness requirements under this Section 16 are met.
(4)
When the CRR Account Holder’s CRREL reaches 90% of the CRR Account Holder’s posted security, ERCOT shall use reasonable efforts to electronically issue a warning to the CRR Account Holder’s Authorized Representative and Credit Contact advising the CRR Account Holder that it should consider increasing the amount of security posted with ERCOT.  However, failure to issue that warning does not prevent ERCOT from exercising any of its other rights under this Section 16.
(5)
A CRR Account Holder’s bids and offers may not be accepted in CRR auctions to the extent that acceptance of the bids or offers causes the CRREL to equal or exceed 100% of its posted security.  The CRR Account Holder is responsible, at all times, for managing its CRREL and posting additional security to avoid reaching its limit.  Any failure by ERCOT to issue a notification as set forth in this Section does not relieve the CRR Account Holder of the obligation to maintain security in an amount not less than its CRREL.  If a CRR Account Holder fails to maintain security in an amount not less than its CRREL:

(a)
ERCOT shall promptly notify the CRR Account Holder of the amount of additional security that the CRR Account Holder must post and allow the CRR Account Holder two Bank Business Days from the date of the notice to post the additional security.

(b)
ERCOT may not accept any bids or offers in a CRR Auction from the CRR Account Holder until it has posted the additional security.

(c)
ERCOT is not required to make any payment to that CRR Account Holder unless and until the CRR Account Holder posts the additional security.  The payments that will not be made to a CRR Account Holder include CRR Revenues, CRR Credits, reimbursements for short payments, and any other reimbursements or credits under any other agreement.  All such amounts may be retained by ERCOT until the CRR Account Holder has fully discharged all payment obligations owed to ERCOT under the CRR Account Holder Agreement, other agreements, and these Protocols.
16.8.6
Payment Default and Late Payments by CRR Account Holders 
(1)
It is the sole responsibility of each CRR Account Holder to ensure that amounts due to ERCOT are paid on a timely basis.  The amount due on CRR Account Invoices for each must be submitted by the close of the Bank Business Day on which it is due. 
(2)
The failure of a CRR Account Holder to pay when due any payment or collateral obligation owed to ERCOT (“CRR Due Date”), under the CRR Account Holder Agreement, or any agreement shall constitute an event of “CRR Payment Default”.  Any CRR Payment Default by a CRR Account Holder will constitute a default under all other agreements between ERCOT and the CRR Account Holder.  On a CRR Payment Default, ERCOT will immediately attempt to contact a Senior Representative of the CRR Account Holder telephonically and will make appropriate written notices, as described below, and demand payment of the past due amount.  
(3)
On a CRR Payment Default, ERCOT may impose the below-listed remedies for CRR Payment Default (“CRR Default Remedies”), as set forth in Section 16.8.4.1.9, ERCOT’s Remedies for CRR Payment Default, in addition to any other rights or remedies it has under the CRR Account Holder Agreement or the Protocols.  If a defaulting CRR Account Holder makes a payment or partial payment to ERCOT after the CRR Due Date, it shall constitute a “CRR Late Payment,” regardless of the reason for the CRR Late Payment.  If ERCOT receives a CRR Late Payment which fully pays the CRR Account Holder’s payment or collateral obligation to ERCOT within two Bank Business Days after the CRR Due Date, ERCOT will waive the CRR Payment Default, except for ERCOT’s Remedies for CRR Late Payments by CRR Account Holder in Section 16.8.4.2, ERCOT’s Remedies for CRR Late Payments by CRR Account Holder.  Even if ERCOT chooses to not immediately impose CRR Default Remedies against a CRR Account Holder because the CRR Account Holder has fully paid its obligation within two Bank Business Days, ERCOT shall track the number of CRR Late Payments received from each CRR Account Holder in any rolling 12-month period for purposes of imposing the CRR Late Payment Remedies set forth below in Section 16.8.4.2.

16.8.6.1
ERCOT’s Remedies for CRR Default, including Payment Default

In addition to all other remedies that ERCOT has, under the CRR Account Holder Agreement, other agreements and these Protocols, for CRR Payment Defaults and other defaults by the CRR Account Holder, ERCOT has the following additional remedies: 

16.8.6.1.1
No Payments by ERCOT to Defaulting CRR Account Holder 

ERCOT shall not be required to make any payment to a defaulting CRR Account Holder unless or until the defaulting CRR Account Holder cures the CRR Payment Default.  The payments that will not be made to a defaulting CRR Account Holder include Invoice receipts, CRR Auction revenues, CRR credits, reimbursements for short payments, and any other reimbursements or credits under any other agreement.  All such amounts shall be retained by ERCOT until the defaulting CRR Account Holder has fully paid all amounts owed to ERCOT under the CRR Account Holder Agreement, other agreements and/or these Protocols.

16.8.6.1.2
ERCOT Will Draw On Defaulting CRR Account Holder’s Security

ERCOT may immediately, or at any time, draw on any security posted by the defaulting CRR Account Holder.  ERCOT may hold, and at its option, without notice to the defaulting CRR Account Holder, draw upon any other security posted by the defaulting CRR Account Holder as required by the Protocols or any other agreement between ERCOT and the defaulting CRR Account Holder.

16.8.6.1.3
Aggregate Amount Owed by Defaulting CRR Account Holder Immediately Due

ERCOT shall aggregate all amounts due it by the defaulting CRR Account Holder under the CRR Account Holder Agreement, any other agreement with ERCOT and the Protocols into a single amount to the extent applicable under bankruptcy and other law and the entire unpaid net balance owed to ERCOT by the defaulting CRR Account Holder, at the option of ERCOT, shall become immediately due and payable without further notice and demand for payment, which notice and demand are expressly waived by the defaulting CRR Account Holder.

16.8.6.1.4
Termination of Agreements

ERCOT may not accept bids or offers from, or award CRRs to, a CRR Account Holder and may suspend a CRR Account Holder’s right to conduct activities as defined in these Protocols.  ERCOT may also terminate the CRR Account Holder’s Agreement with ERCOT, as provided in the CRR Account Holder’s Agreement, and may terminate any and all other agreements between that CRR Account Holder and ERCOT. 
16.8.6.2
ERCOT’s Remedies for CRR Late Payments by CRR Account Holders
If a CRR Account Holder makes any CRR Late Payments, and even if ERCOT does not immediately implement the above remedies for any CRR Payment Default by a CRR Account Holder, the CRR Account Holder is subject to the following actions:
16.8.6.2.1
First CRR Late Payment in Any Rolling Twelve Month Period

For the first CRR Late Payment in any rolling 12-month period, ERCOT shall review the circumstances and reason for the CRR Late Payment, and shall, in its sole discretion, determine whether it should take Level I Enforcement action against the CRR Account Holder.  ERCOT shall send written notice to the Authorized Representative and Credit Contact of the CRR Account Holder advising the CRR Account Holder whether or not ERCOT is taking Level I Enforcement action, and advising the CRR Account Holder of the action required under Level I Enforcement, if applicable.

16.8.6.2.2
Second CRR Late Payment in Any Rolling Twelve Month Period

For the second CRR Late Payment in any rolling 12-month period, ERCOT shall review the circumstances and reason for the CRR Late Payment, and shall take action as follows:

(a)
If ERCOT did not take Level I Enforcement action in the case of the First CRR Late Payment, ERCOT shall take Level I Enforcement action related to this CRR Late Payment.

(b)
If ERCOT did take Level I Enforcement action in the case of the First CRR Late Payment, ERCOT shall take Level II Enforcement action related to this CRR Late Payment.

(c)
ERCOT shall send notification to the Authorized Representative and Credit Contact of the CRR Account Holder, advising the CRR Account Holder of the action required under Level I or Level II Enforcement.

16.8.6.2.3
Third CRR Late Payment in Any Rolling Twelve Month Period

For the third CRR Late Payment in any rolling 12-month period, ERCOT shall review the circumstances and reason for the CRR Late Payment, and shall take action as follows:

(a)
If ERCOT did not take Level II Enforcement action in the case of the Second Late Payment, ERCOT shall take Level II Enforcement action related to this CRR Late Payment.

(b)
If ERCOT did take Level II Enforcement action in the case of the Second CRR Late Payment, ERCOT shall take Level III Enforcement action related to this CRR Late Payment.

(c)
ERCOT shall send notification to the Authorized Representative and Credit Contact of the CRR Account Holder advising the CRR Account Holder of the action required under Level II or Level III Enforcement.

16.8.6.2.4
Fourth and All Subsequent CRR Late Payments in Any Rolling Twelve Month Period

For the fourth and all subsequent CRR Late Payments in any rolling 12-month period:

(a)
ERCOT shall take Level III Enforcement action related to this CRR Late Payment.

(b)
ERCOT shall send written notice to the Authorized Representative and Credit Contact of the CRR Account Holder advising the CRR Account Holder of the action required under Level III Enforcement.

16.8.6.3
Level I Enforcement 
Under Level I Enforcement, the CRR Account Holder shall comply with one of the following requirements, whichever is appropriate:

(a)
If the CRR Account Holder does not have security posted, the CRR Account Holder shall post security, within two Bank Business Days, in an amount at or above one hundred-ten percent (110%) of the amount of the CRREL. 
(b)
If the CRR Account Holder does have security posted, the CRR Account Holder shall increase its posted security, within two Bank Business Days, to an amount at or above one hundred-ten percent (110%) of its CRREL.

16.8.6.4
Level II Enforcement

(1)
Under Level II Enforcement, the CRR Account Holder shall post security in the form of a cash deposit at one hundred ten percent (110%) of the CRR Account Holder’s CRREL, within two Bank Business Days.  The form of the deposit must allow ERCOT access to the funds.  ERCOT may only access the cash deposit in the account in the event of a subsequent CRR Late Payment by the CRR Account Holder.  The account may bear interest to the CRR Account Holder.

(2)
Increased security requirements under this section shall remain in effect for a minimum of 60 days and shall remain in effect thereafter until ERCOT, at its sole discretion, determines to reduce such security requirements to the normally applicable levels.
16.8.6.5
Level III Enforcement

ERCOT shall make reasonable efforts to meet with the Authorized Representative and Credit Contact of the CRR Account Holder to discuss the CRR Late Payment occurrences.  ERCOT shall take one or more of the following actions:

(a)
Advise the Authorized Representative and Credit Contact that a subsequent CRR Late Payment in the rolling 12-month period could result in termination of the CRR Account Holder’s right to participate in CRR Auctions; or

(b)
Terminate the CRR Account Holder’s Agreement with ERCOT, as provided in the CRR Account Holder’s Agreement.

16.8.6.6
Penalty for Late Payments

(1)
A CRR Account Holder shall pay late fees, together with any related transaction costs incurred by ERCOT, on any delinquent amount to ERCOT according to the late fee terms for the period from and including the relevant payment date to the final date in which the payment is due to ERCOT.

(2)
Late Payment revenues, less ERCOT’s transaction costs, shall be included in the annual or monthly auction revenues and distributed in accordance with Section 7.5.4.7, Allocation Method and Timing for Distributing CRR Auction Revenues.

16.8.7

Release of Congestion Revenue Rights Account Holder’s Security Requirement

ERCOT shall, following the termination of a CRR Account Holder Agreement and within 30 days of being satisfied that no sums remain owing by the CRR Account Holder under these Protocols, return or release to the CRR Account Holder, as appropriate, any security provided by the CRR Account Holder under this Section.  Neither the CRR Account Holder nor any of its Affiliates will be allowed to participate in future CRR Auctions or ERCOT-recognized CRR transfers, unless the Entity subsequently qualifies as a CRR Account Holder under this Section 16.
16.8.8
Acceleration

Upon termination of a CRR Account Holder’s rights as a Market Participant and the CRR Account Holder Agreement or any other agreement between ERCOT and the Market Participant, all sums owed to ERCOT are immediately accelerated and immediately due and owing in full.  At that time, ERCOT may immediately draw upon any security or other collateral pledged to ERCOT and may offset or recoup all amounts due to ERCOT to satisfy those due and owing amounts.
16.9
Resources Providing Reliability Must-Run Service or Synchronous Condenser Service

Any Entity providing Reliability Must-Run (RMR) Service or Synchronous Condenser (SC) Service must comply with all the requirements to become a Resource Entity under this Section 16 and must sign an RMR Agreement (Section 22, Attachment F, Standard Form Reliability Must-Run Agreement).  

16.10
Resources Providing Black Start Service

Any Entity providing Black Start Service must comply with all the requirements to become a Resource Entity under this Section 16 and must sign a Black Start Agreement (Section 22, Attachment A, Standard Form Black Start Agreement). 
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