Nodal Protocol Revision Request


	NPRR Number
	017
	NPRR Title
	Discontinuation of Interest Charge for Defaulting Entities at Time of Uplift

	Nodal Protocol Section(s) Requiring Revision (include Section No. and Title)
	9.7.3, Partial Payments by Invoice Recipients for the RTM
9.7.5, Late Fees and Late Fee Invoices for the RTM



	Revision Description
	This PRR allows ERCOT to cease the calculation of interest (Late Fees) for defaulting entities when the conditions initiating uplift are met. Late Fee calculations will continue for Short paying entities until uplift conditions are met.  

	Reason for Revision
	Currently, the Interest is calculated on any unpaid balance. At 180 days ERCOT must uplift the total short pay amount, excluding late fees.  The protocols state that late fees are not uplifted therefore the late fees are continually being compounded. At the time when uplift conditions are met the interest calculation should be discontinued.  This NPRR will mirror the PRR of the same title.

	Reason for Revision (from Transition Plan Task Force (TPTF) Charter Scope)
	 FORMCHECKBOX 
(1) Revisions resulting from Commission orders; 

 FORMCHECKBOX 
(2) Clarifications of Protocol language that do not change the intent or technical specifications of the Protocols; 

 FORMCHECKBOX 
(3) Correction of technical errors or processes that are found to not be technically feasible; 

 FORMCHECKBOX 
(4) Revisions to the Protocols necessary to implement the results of the value engineering analysis or to otherwise avoid severe cost impacts; or
 FORMCHECKBOX 
(5) Other (describe): The current process creates an ongoing accounting responsibility for penalties that are unlikely to be collected.

	TPTF Review (Yes or No, and summary of conclusion)
	No.

	Credit Implications (Yes or No, and summary of impact)
	No.

	Timeline

	Date Posted
	08-10-06

	Please access the ERCOT website for current timeline information.



	Sponsor

	Name
	BJ Flowers

	E-mail Address
	Bj.flowers@TXU.com

	Company
	TXU Energy

	Company Address
	1601 Bryan Street
Suite EP8-135

	Phone Number
	214-875-9187

	Fax Number
	


	ERCOT/Market Segment Impacts and Benefits


Instructions:  To allow for comprehensive NPRR consideration, please fill out each block below completely, even if your response is “none,” “not known,” or “not applicable.”  Wherever possible, please include reasons, explanations, and cost/benefit analyses pertaining to the NPRR.
	

	Assumptions
	1
	

	
	2
	

	
	3
	

	
	4
	

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	
	

	
	2
	
	

	
	3
	
	

	
	4
	
	

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	
	

	
	2
	
	

	
	3
	
	

	
	4
	
	

	

	Additional Qualitative Information

	1
	This NPRR should reduce QSE’s accounting issues related to late fees that are posted to ERCOT invoices but unlikely to ever be received

	
	2
	This NPRR should reduce ERCOT’s accounting issues related to late fees that are unlikely to ever be recieved 

	
	3
	

	
	4
	

	

	Other
	1
	

	Comments
	2
	

	
	3
	

	
	4
	

	


	Proposed Nodal Protocol Language Revision


9.7.3
Partial Payments by Invoice Recipients for the RTM

If at least one Invoice Recipient owing funds does not pay its RTM Invoice in full (short-pays), then ERCOT shall follow the procedure set forth below:

(a)
ERCOT shall make every reasonable attempt to collect payment from each short-paying Invoice Recipient before any payments owed by ERCOT for that RTM is due to be paid to applicable Invoice Recipient(s). 

(b)
ERCOT shall draw on any available security pledged to ERCOT by each short-paying Invoice Recipient that did not pay the amount due under paragraph (a) above.

(c)
ERCOT shall offset or recoup any amounts owed, or to be owed, by ERCOT to a short-paying Invoice Recipient against amounts not paid by that Invoice Recipient, and ERCOT shall apply the amount offset or recouped to cover payment shortages by that Invoice Recipient.

(d)
If, after taking the actions set forth in paragraph (a), (b) and (c), above, ERCOT still does not have sufficient funds to pay all amounts that it owes to RTM Invoice Recipients in full, ERCOT shall deduct any applicable RTM administrative fees as specified in Section 9.10, Administrative Fees, and payments for RMR Services from the amount received or collected and then reduce payments to all RTM Invoice Recipients owed monies from ERCOT except for monies owed for RMR Services.  The reductions must be based on a pro rata basis of monies owed to each RTM Invoice Recipient, to the extent necessary to clear ERCOT’s accounts on the payment due date to achieve revenue neutrality for ERCOT.  ERCOT shall provide to all Market Participants payment details on all short payments and subsequent reimbursements of short pays.  Details must include the identity of each short-paying Invoice Recipient and the dollar amount attributable to that Invoice Recipient, broken down by Invoice numbers.  In addition, ERCOT shall provide the aggregate total of all amounts due to all Invoice Recipients before applying the amount not paid on the RTM Invoice. 

 (e)
One hundred eighty days following a short-pay of a RTM Invoice (RTM Short-Paid Invoice), if sufficient funds continue to be unavailable for ERCOT to pay all amounts in full (excluding late fees) to short-paid Entities for that RTM Invoice, and the short-paying Entity is not in compliance with a payment plan designed to enable ERCOT to pay all amounts in full (excluding late fees) to short-paid Entities, the total short-pay amount on that RTM Short-Paid Invoice, less the total payments expected from a payment plan, must be collected from the QSEs representing LSEs. The amount charged to each QSE is determined using the Load Ratio Share for the calendar month three months before the date on which the uplifted RTM Invoice (RTM Uplift Invoice) is issued.   ERCOT will cease charging Late Fees to the default Entity when the conditions initiating uplift are met.   The funds that ERCOT collect from payments on RTM Uplift Invoices must be paid to the Entities that were previously short-paid.  ERCOT shall notify those Entities of the details of the payment. 

 (f)
Any uplifted short-paid amount greater than $2,500,000 must be scheduled so that an amount of $2,500,000 is charged on each set of RTM Uplift Invoices until the total short-paid amount is uplifted.

(g)
RTM Uplift Invoices must be issued at least 30 days apart from each other.  Payments are due on the date specified on the RTM Uplift Invoice.  Any short and late payments of RTM Uplift Invoices must be handled under Section 9.7.3, Partial Payments by Invoice Recipients for the Real-Time Market and Section 9.7.5, Late Fees and Late Fee Invoices for the RTM, respectively. 

(h)
When ERCOT enters into a payment plan with a short-pay Invoice Recipient, ERCOT shall post to the MIS Secure Area:

(i)
The short-pay plan;

(ii)
The schedule of quantifiable expected payments, updated if and when modifications are made to the payment schedule; and

(iii)
Invoice dates to which the payments will be applied.  .

(i)
To the extent ERCOT is able subsequently to collect past due funds owed by a short-paying Invoice Recipient, ERCOT shall allocate the collected funds to the earliest RTM Invoice for which that Invoice Recipient remains a short-payer.  ERCOT shall use its best efforts to distribute collected past due funds on a pro rata basis of monies owed on the next Business Day that is also a Bank Business Day after receipt of the monies, when sufficient funds for the applicable Operating Day are available in this Settlement process.

9.7.5
Late Fees and Late Fee Invoices for the RTM

(1)
A short-paying Invoice Recipient shall pay late fees to ERCOT on the short-pay amount according to the late fee terms specified in the ERCOT fee schedule that is posted on the MIS Public Area for the period from, and including, the relevant payment due date to the date on which the payment, including any related transaction costs incurred by ERCOT, is received by ERCOT.  ERCOT will cease charging Late Fees to the default Entity when the conditions initiating uplift in Section 9.7.3(e) are met.  

(2)
ERCOT shall distribute any RTM late fee revenues, less ERCOT’s transaction costs, to the RTM Invoice Recipients that were underpaid, due to a short-pay, on a pro rata basis of monies owed to each Invoice Recipient.  

(3)
ERCOT shall post to the MIS Certified Area for each RTM Invoice Recipient, an Invoice based on Late Fees (RTM Late Fee Invoice) by no later than the date specified in the Settlement Calendar.  The RTM Late Fee Invoice Recipient is responsible for accessing the information from the MIS Certified Area once posted by ERCOT.

(4)
ERCOT shall issue RTM Late Fee Invoices by 2400 on the 10th calendar day after the end of the month, unless the 10th day is not a Business Day. If that 10th day is not a Business Day, then ERCOT shall issue the RTM Late Fee Invoice by 2400 of the next day thereafter that is a Business Day.  

(5)
The payment due date and time for the RTM Late Fee Invoice, with funds owed by an Invoice Recipient, is 1700 on the fourth Business Day after the RTM Late Fee Invoice date, unless that fourth Business Day is not a Bank Business Day.  If the fourth Business Day is not a Bank Business Day, then the payment is due by 1700 on the next Business Day after the fourth Business Day that is also a Bank Business Day.  

(6)
All RTM Late Fee Invoices due, with funds owed by an Invoice Recipient, must be paid to ERCOT in U.S. Dollars by either of the following: 

(a)
On or before the payment due date if the payment is made by Electronic Funds Transfer (EFT) in immediately available or good funds (i.e., not subject to reversal); or  

(b)
On or before two Bank Business Days before the payment due date if the payment is made by Automated Clearing House (ACH) funds. 

(7)
Subject to the availability of funds as discussed in paragraph (8) below, RTM Late Fee Invoices with funds owed to an Invoice Recipient must be paid by ERCOT to the Invoice Recipient by 1700 on the next Business Day after payments are due for that RTM Late Fee Invoice under paragraph (5) above, subject to ERCOT’s right to withhold payments under Section 16, Registration and Qualification of Market Participants, unless that next Business Day is not a Bank Business Day. If that next Business Day is not a Bank Business Day, then the payment is due on the next Business Day thereafter that is also a Bank Business Day.  

(8)
If at least one Invoice Recipient owing funds does not pay it’s RTM Late Fee Invoice in full (short-pays), then ERCOT shall reduce payments to all RTM Late Fee Invoice Recipients owed monies from ERCOT.  The reductions must be based on a pro rata basis of monies owed to each Invoice Recipient, to the extent necessary to clear ERCOT’s accounts on the payment due date to achieve revenue neutrality for ERCOT.  ERCOT shall provide to all Market Participants payment details on all short payments and subsequent reimbursements of short pays.  Details must include the identity of each short-paying Invoice Recipient and the dollar amount attributable to that Invoice Recipient, broken down by Invoice numbers.  In addition, ERCOT shall provide the aggregate total of all amounts due to all Invoice Recipients before applying the amount not paid on the Invoice.  ERCOT shall give irrevocable instructions to the ERCOT financial institution to remit, to each Invoice Recipient for same day value, the amounts determined by ERCOT to be available for payment.

(9)
Each RTM Late Fee Invoice must contain:

(a)
Net Amount Due or Payable – the aggregate summary of all charges owed or due by an Invoice Recipient;

(b)
Time Periods – the time period covered for each line item;

(c)
Run Date – the date in which the invoice was created and published;

(d)
Invoice Reference Number – a unique number generated by the ERCOT applications for payment tracking purposes;

(e)
Payment Date and Time – the date and time that invoice amounts are to be paid or received;

(f)
Remittance Information Details – details including the account number, bank name and electronic transfer instructions of the ERCOT account to which any amounts owed by the Invoice Recipient are to be paid or of the Invoice Recipient’s account from which ERCOT may draw payments due; and

(g)
Overdue Terms – the terms that would be applied if payments were received late.
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