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	Proposed Nodal Protocol Language Revision


16.2.5.2
Assignment to the Default Qualified Scheduling Entity
(1)
If a QSE can no longer act as a QSE, or if ERCOT suspends the QSE or terminates the QSE Agreement, ERCOT shall notify LSE’s and Resources that ERCOT no longer recognizes their QSE and shall assign each Market Participant (other than any CR or LSE serving as its own QSE, in which case this section does not apply), and/or Resource Entity represented by the failed QSE to the Default QSE and notify it of the assignment.  If the defaulting QSE is also an LSE, that QSE/LSE will not be assigned to the Default QSE, and, instead, the provisions of Section 16.2.9.1.4, Revocation of a Market Participant’s Rights and Termination of Agreement, will apply to that QSE/LSE.  Any Market Participant served by the defaulting QSE pursuant to Section 16.11.6, Payment Default and Late Payments by Counter-Parties, must immediately within 72 hours:
(a)
designate a new QSE and provide ERCOT a standard QSE acknowledgement form in which the QSE acknowledges that it will be serving as the QSE for the CR, LSE or Resource Entity or
(b)
post security with ERCOT and become an Emergency QSE pursuant to these Protocols.
(2)
In either option, the QSE for the CR, LSE and/or resource must begin scheduling operations within 72 hours.
16.11.6
Payment Default and Late Payments by Counter-Parties
(1)
It is the sole responsibility of each Counter-Party to ensure that the full amounts due to ERCOT, or its designee, if applicable, by that Counter-Party or related Subordinate QSE is paid to ERCOT by close of the Bank Business Day on which it is due. 
(2)
If a Counter-Party has any Subordinate QSEs, ERCOT shall send each Subordinate QSE a separate Invoice.  Netting by the Counter-Party of the amounts due by Subordinate QSEs for payment purposes is not permitted.  The amounts due on the separate Invoices for each Counter-Party and Subordinate QSE must be paid by the close of the Bank Business Day on which it is due (or, if the due date is not a Bank Business Day, on the next day that is a Bank Business Day).  If a Subordinate QSE does not pay the full amount due by the required time, ERCOT shall deduct the amount due and unpaid by that Subordinate QSE from the amounts due to the Counter-Party that designated the Subordinate QSE, or any other Subordinate QSE of that Counter-Party before allocating short payments to other Counter-Party.
(3)
The failure of a Counter-Party to pay when due any payment or Financial Security obligation owed to ERCOT or its designee, if applicable, under the Counter-Party Agreement is an event of “Payment Default.” Any Payment Default by a Counter-Party under any agreement with ERCOT is a default under all other agreements between ERCOT and the Counter-Party.  Upon a Payment Default, ERCOT shall immediately attempt to contact an Authorized Representative and Credit Contact of the Counter-Party telephonically and shall send appropriate written notices, as described below, and demand payment of the past due amount.
(4)
Upon a Payment Default, ERCOT may impose the below-listed remedies for Payment Default (“Default Remedies”), as set forth in Section 16.11.6.1, ERCOT’s Remedies for Payment Default, including Payment Default, in addition to any other rights or remedies ERCOT has under any agreement, the Protocols or at common law.  If a Counter-Party makes a payment or a partial payment or a collateral call to ERCOT after the due date and time, that payment is a “Late Payment,” regardless of the reason it was late.  If ERCOT receives, within two Bank Business Days after the due date,  a Late Payment that fully pays the Counter-Party’s payment obligation or Financial Security obligation, ERCOT may waive the Payment Default, except for ERCOT’s remedies in Section 16.11.6.2, ERCOT’s Remedies for Late Payments by a Counter-Party.  Even if ERCOT chooses to not immediately impose Default Remedies against a Counter-Party because it has fully paid its obligation within two Bank Business Days, ERCOT shall track the number of Late Payments received from each Counter-Party in each rolling 12-month period for purposes of imposing the Late Payment remedies set forth in Section 16.11.6.2.
16.11.6.1
ERCOT’s Remedies for Payment Default
In addition to all other remedies that ERCOT has under the Counter-Party Agreement, other agreements, the common law or these Protocols, for Payment Defaults by a Counter-Party, ERCOT has the additional remedies outlined in this subsection.
16.11.6.1.1
No Payments by ERCOT to Counter-Parties
ERCOT is not required to make any payment to a Counter-Party unless and until the Counter-Party pays the past due amount in full, including amounts due under Section 16.11.6.1.3, Aggregate Amount Owed by Defaulting Counter-Party Immediately Due.  The payments that ERCOT will not make include Invoice receipts, CRR Auction revenues, CRR credits, reimbursements for short payments and any other reimbursements or credits under any other agreement between ERCOT and the Market Participant.  ERCOT shall retain all such amounts until the Counter-Party has fully paid all amounts owed to ERCOT under the Counter-Party Agreement, other agreements and these Protocols.
16.11.6.1.2
ERCOT May Draw On, Hold or Distribute Funds
Upon a Payment Default, ERCOT, at its option, without notice to the Counter-Party and in its sole discretion, may immediately, or at any time before the Counter-Party pays the past due amount in full, including amounts due under Section 16.11.6.1.3, Aggregate Amount Owed by Defaulting Counter-Party Immediately Due, draw on, hold or distribute to Market Participants any Financial Security or other funds of the Counter-Party in ERCOT’s possession. If the funds drawn exceed the amount applied to any Payment Default, then ERCOT may hold those funds as Financial Security. 
16.11.6.1.3
Aggregate Amount Owed by Defaulting Counter-Party Immediately Due
ERCOT shall aggregate all amounts due it by the Counter-Party under the Counter-Party Agreement, any other agreement with ERCOT and the Protocols into a single amount to the fullest extent allowed by law.  The entire unpaid net balance owed to ERCOT by the Counter-Party, at ERCOT’s option, and its sole discretion, is immediately due and payable without further notice and demand for payment, which notice and demand are expressly waived by the Counter-Party.
16.11.6.1.4
Repossession of CRRs by ERCOT
ERCOT may repossess CRRs held by a Counter-Party. ERCOT may effect that repossession by sending a written notice to the Counter-Party of the repossession and by removing the CRRs from the Counter-Party’s CRR Account. ERCOT shall offer all of those repossessed CRRs, with each repossessed CRR in its existing configuration, in a one-time auction to Market Participants (other then the Counter-Party in Payment Default) for sale to the highest bidder.  ERCOT may offset revenues from that sale against amounts owed to ERCOT by the Counter-Party.  If ERCOT receives no bids for a CRR in that auction, ERCOT shall void the CRR and may not model it in all future DAMs and CCR Auctions. 
16.11.6.1.5
Revocation of a Counter-Party’s Rights and Termination of Agreements
(1)
ERCOT may revoke a Counter-Party’s right to conduct activities under these Protocols.  ERCOT may also terminate the Counter-Party’s Agreements with ERCOT, as provided in those Agreements, and may terminate any and all other agreements between that Counter-Party and ERCOT.
(2)
If ERCOT revokes a Counter-Party’s rights or terminates the Counter-Party’s Agreements, then the provisions of Section 16.2.5.2, Assignment to the Default Qualified Scheduling Entity, apply.
(3)
If a defaulting Counter-Party is also an LSE (whether or not the default occurred pursuant to the Counter-Party’s activities as an LSE), then on revocation of the Counter-Party’s rights or termination of the Counter-Party’s agreements and on notice to the Counter-Party and the PUCT, ERCOT shall initiate a mass drop of the Counter-Party’s ESI IDs pursuant to Section 15.1.2.9, Mass Drop, without the necessity of obtaining any order or other action from the PUCT.  Even after revocation of its rights or termination of its Agreements, with ERCOT, the Counter-Party will remain liable for all charges or costs associated with any continued activity related to the Counter-Party’s relationship with ERCOT and any expenses arising from the consequences of such termination or revocation.
16.11.6.2
ERCOT’s Remedies for Late Payments by a Counter-Party
If a Counter-Party makes any Late Payments, and even if ERCOT does not immediately implement the above-referenced remedies for any Payment Default by a Counter-Party, the Counter-Party is subject to the following actions:
16.11.6.2.1
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 shall, at its sole discretion, determine whether it should take Level I Enforcement action against the Counter-Party.  ERCOT shall send written notice to the Counter-Party’s Authorized Representative and Credit Contact, advising the Counter-Party whether or not ERCOT is taking Level I Enforcement action, and advising the Counter-Party of the action required under Level I Enforcement, if applicable.
16.11.6.2.2
Second Late Payment in Any Rolling 12-Month Period
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 in the case of the first Late Payment, ERCOT shall take Level I Enforcement action related to this Late Payment.
(b)
If ERCOT did take Level I Enforcement action in the case of the first Late Payment, ERCOT shall take Level II Enforcement action related to this Late Payment.
(c)
ERCOT shall send written notice to the Counter-Party’s Authorized Representative and Credit Contact, advising the Counter-Party of the action required under Level I or Level II Enforcement.
16.11.6.2.3
Third Late Payment in Any Rolling 12-Month Period
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 in the case of the second Late Payment, ERCOT shall take Level II Enforcement action related to this Late Payment.
(b)
If ERCOT did take Level II Enforcement action in the case of the second Late Payment, ERCOT shall take Level III Enforcement action related to this Late Payment.
(c)
ERCOT shall send written notice to the Counter-Party’s Authorized Representative and Credit Contact advising the Counter-Party of the action required under Level II or Level III Enforcement.
16.11.6.2.4
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:
(a)
ERCOT shall take Level III Enforcement action related to the Late Payment.
(b)
ERCOT shall send written notice to the Counter-Party’s Authorized Representative and Credit Contact advising the Counter-Party of the action required under Level III Enforcement.
16.11.6.2.5
Level I Enforcement
Under Level I Enforcement, ERCOT shall notify the Counter-Party to comply with one of the following requirements; whichever is appropriate in ERCOT’s sole discretion:
(a)
If the Counter-Party has not provided Financial Security, the Counter-Party shall now provide Financial Security, within two Bank Business Days, in an amount at or above 110% of the amount of the Counter-Party’s TPE less the Unsecured Credit Limit; or  
o
Any other liability to ERCOT that the Counter-Party has or is expected to have for activity in the ERCOT Region, whichever applies
(b)
If the Counter-Party has already provided Financial Security, the Counter-Party shall increase its Financial Security, within two Bank Business Days, to an amount at or above 110% of its TPE less the Unsecured Credit Limit or
· Any other liability to ERCOT that the Counter-Party has or is expected to have for activity in the ERCOT Region, whichever applies.
16.11.6.2.6
Level II Enforcement
(1)
Under Level II Enforcement, the Counter-Party shall provide Financial Security, within two Bank Business days, security in the form of a cash deposit or letter of credit, as chosen by ERCOT at its sole discretion, at 110% of the Counter-Party’s TPE less the Unsecured Credit Limit or for any other liability to ERCOT that the Market Participant has or is expected to have for activity in the ERCOT Region.   
(2)
Increased Financial Security requirements under this section remain in effect for a minimum of 60 days and remain in effect thereafter until ERCOT, at its sole discretion, determines to reduce such Financial Security requirements to the normally applicable levels.
16.11.6.2.7
Level III Enforcement
ERCOT shall make reasonable efforts to meet with a Counter-Party’s Authorized Representative and Credit Contact to discuss the Late Payment occurrences. 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 Counter-Party’s right to act as a Counter-Party in the market in the ERCOT Region; or
(b)
Take action under Section 16.11.6.1.5, Revocation of a Counter-Party’s Rights and Termination of Agreements. 
16.11.6.3
Late Payment Fee
(1)
A Counter-Party 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 original due date for the payment to the date on which ERCOT actually receives the payment.
(2)
Late Payment revenues from Counter-Parties, less ERCOT’s transaction costs, must be included in the annual or monthly auction revenues and distributed in accordance with Section 7.5.7, Method and Timing for Distributing CRR Auction Revenues. 
16.11.7
Release of Counter-Party’s Financial Security Requirement
ERCOT shall, following the termination of a Counter-Party Agreement and within 30 days after being satisfied, in its sole discretion, that no sums remain owing or will become due and payable by the Counter-Party under these Protocols, return or release to the Counter-Party, as appropriate, any Financial Security that it provided to ERCOT under this Section.
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