PRS Recommendation Report

	NPRR Number
	011
	NPRR Title
	Revision to Credit Requirements

	Timeline

(Normal or Urgent)
	Normal
	Recommended Action
	Approval

	Nodal Protocol Section(s) Requiring Revision (include Section No. and Title)
	16.11.6, Payment Default and Late Payments by Counter-Parties

16.11.6.1, ERCOT’s Remedies

16.11.6.1.1, No Payments by ERCOT to Counter-Parties

16.11.6.1.2, ERCOT May Draw On, Hold or Distribute Funds

16.11.6.1.3, Aggregate Amount Owed by Breaching Counter-Party Immediately Due

16.11.6.1.4, Repossession of CRRs by ERCOT

16.11.6.1.5, Revocation of a Counter-Party’s Rights and Termination of Agreements



	Proposed Effective Date
	Upon Texas Nodal Market implementation.

	Priority and Rank Assigned
	Not applicable.

	Revision Description
	Add requirement that a Counter-party in Payment Breach must provide ERCOT with information about its ESI IDs as set forth in the ERCOT Retail Market Guide.

	Overall Market Benefit
	Improved credit quality.

	Overall Market Impact
	Not known.

	Consumer Impact
	None.

	Credit Impacts:  Has the Credit Workgroup reviewed the PRR?  If so, are there credit impacts? (indicate Yes or No, and if Yes, include a summary of impact)
	Yes, positive implications.  Obtaining billing and other information about customers from an entity in breach will make the Mass Transition process go more smoothly once initiated.  This should reduce the risk to the acquiring entities as well as speed the process of moving customers.

	Procedural History
	· NPRR011 was posted on 8/1/06.
· On 8/7/06, ERCOT posted the Impact Analysis (IA).
· On 8/17/06, PRS considered this NPRR.

	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 8/17/06, PRS unanimously voted to recommend approval of NPRR011 as submitted.  All Market Segments were present for the vote.

	Summary of PRS discussion
	No discussion.


	Comments Received

	Comment Author
	Comment Description

	None
	


	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
	None

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	None
	

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	None
	

	

	Additional Qualitative Information

	1
	Improved Credit quality

	

	Other
	1
	

	


	Sponsor

	Name
	Cheryl Yager

	Company
	ERCOT

	Market Segment
	Credit Working Group


	Comments Received

	Comment Author
	Comment Description

	None
	


	Proposed Nodal Protocol Language Revision


16.11.6
Payment Breach 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.  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 (“Due Date”) any payment or Financial Security obligation owed to ERCOT or its designee, if applicable, under the Counter-Party Agreement is an event of “Payment Breach.” Any Payment Breach 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 Breach, 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.

(3)
Upon a Payment Breach, ERCOT may impose the below-listed remedies for Payment Breach (“Breach Remedies”), as set forth in Section 16.11.6.1, ERCOT’s Remedies, 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 to ERCOT after the Due Date, that payment is a “Late Payment,” regardless of the reason for the Late Payment.  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 Breach, 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
In addition to all other remedies that ERCOT has under the Counter-Party Agreement, other agreements, the common law or these Protocols, for Payment Breaches or other defaults by a Counter-Party, ERCOT has the following additional remedies:
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 Breaching 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.  If the Counter-Party should fail to pay the full amount due, ERCOT may apply all funds it withheld toward the payment of the delinquent amount(s).
16.11.6.1.2
ERCOT May Draw On, Hold or Distribute Funds

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 Breaching 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 Breach, then ERCOT may hold those funds as Financial Security. 

16.11.6.1.3
Aggregate Amount Owed by Breaching 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 extent allowable under bankruptcy and other laws.  The entire unpaid net balance owed to ERCOT by the Counter-Party, at ERCOT’s option, 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 Breach) 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 rights 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 breaching Counter-Party is also an LSE, then: 
(a) 
within twenty-four hours of receiving notice of the Payment Breach, the Market Participant shall provide to ERCOT all the information regarding its ESI IDs set forth in  the ERCOT Retail Market Guide and

(b) 
on revocation of some or all 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 transition of the Counter-Party’s ESI IDs pursuant to Section 15.1.2.9, Mass Drop, without the necessity of obtaining any order from or other action by the PUCT.  
(4)
 After revocation of its rights or termination of its Agreements, the Counter-Party remains liable for all costs and expenses arising from the consequences of such termination or revocation.
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