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	Comments


NRG Texas offers the following modifications to paragraphs 16.2.7.4.3 and 16.2.7.4.4.  
· Deleted “load” and inserted “resource”.

· For improved accuracy, ERCOT should use actual resource imbalance, not estimates, when calculating the NLRI.  Actual resource imbalance can be obtained quickly for each period.

	Revised Proposed Protocol Language


16.2.7.4
Determination of Aggregate Net Load Imbalance Liability and Net Resource Imbalance Liability (NLRI) 
This subsection applies to all QSEs.  For any Invoice periods that have not been invoiced in which the sum of:

(1)
The percentage by which a QSE’s total estimated Load (MWh) differs from its scheduled Load (MWh); and

(2)
The percentage by which a QSE’s total estimated Resource (MWh) differs from its scheduled Resource (MWh)

exceeds twenty percent (20%), ERCOT will monitor daily and calculate, at least weekly, an aggregate incremental Net Load Imbalance Liability and Net Resource Imbalance Liability (NLRI), based on the formula below.  Any QSE required to post security is responsible, at all times, for maintaining posted security at or above the amount of its EAL, plus its aggregate incremental NLRI minus its Unsecured Credit Limit.
NLRIq = SUM(NLRIqi)

NLRIqi = SUM(NLRIqiz)
NLRIqiz = 
(LIqiz + RRIqiz)

LIqiz
= 
-1 * (SLqiz – ELqiz) * MCPEiz
RRIqiz
= 
(SGqiz – EGqiz) * MCPEiz
Where:

i
interval being calculated

z
zone being settled

LIqiz
Load Imbalance ($) per interval per zone per QSE

SLqiz
Scheduled Load (MWh) per interval per zone per QSE

ELqiz
Estimated Load (MWh) per interval per zone per QSE,
RRIqiz
Relaxed Resource Imbalance ($) per interval per zone per QSE

SGqiz
Scheduled Generation (MWh) per interval per zone per QSE

EGqiz
Estimated Generation (MWh) per interval per zone per QSE,

MCPEiz
Market Clearing Price of Energy ($/MWh) per interval per zone



NLRI =
Net Load Imbalance Liability and Net Resource Imbalance Liability


1. Load Imbalance for Invoice periods that are completed but for which ERCOT has not issued an invoice,  is calculated as the higher of: (a) ERCOT’s estimate of the QSE’s Load Imbalance for the period or (b) the QSE’s estimate of Load Imbalance for the period; and

2. Load Imbalance for an invoice period not yet completed, is calculated as the higher of: (a) ERCOT’s estimate of the QSE’s Load Imbalance for the most recent seven (7) day period, or (b) the QSE’s forecast of Load Imbalance for the next seven (7) day period.

3.  
4. ERCOT shall use actual Resource Imbalance  for Invoice periods that are completed but for which ERCOT has not issued an invoice.  For periods in which actual Resource Imbalance is not available, and for Invoice periods that are completed but for which ERCOT has not issued an invoice, Resource Imbalance is calculated as the higher of: (a) ERCOT’s estimate of the QSE’s Resource Imbalance for the period, including both scheduled and unscheduled Balancing Energy Service, or (b) the QSE’s estimated Resource Imbalance for the period; and

5. ERCOT shall use actual Resource Imbalance for an Invoice period not yet completed.  For periods in which actual Resource Imbalance is not available, and for an Invoice period not yet completed, Resource Imbalance is calculated as the higher of: (a) ERCOT’s estimate of the QSE’s Resource Imbalance, including both scheduled and unscheduled Balancing Energy Service, for the most recent seven (7) day period, or (b) the QSE’s forecast of Resource Imbalance for the next seven (7) day period.








To the extent that ERCOT, using commercially reasonable measures, determines that the NLRI as calculated above does not adequately match the financial risk to Market Participants, ERCOT may specify a larger or smaller NLRI than that produced by using the above-referenced formula.  ERCOT will, to the extent practical, exchange with the QSE the information ERCOT used in determining those credit requirements.  ERCOT will provide written notification to the QSE of the basis for ERCOT’s assessment of the QSE’s financial risk and the applicable credit requirements.

16.2.8
Monitoring of Creditworthiness by ERCOT

ERCOT shall monitor the creditworthiness and credit exposure 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:

(1)
quarterly unaudited financial statements no later than sixty (60) days after the close of each of the issuer’s fiscal quarters; and

(2)
annual audited financial statements no later than one hundred twenty (120) days after the close of each of the issuer’s fiscal year;

Provided, however, that if a QSE’s financial statements are publicly available electronically and the QSE provides to ERCOT sufficient information to access those financial statements, then the QSE shall be deemed to have met this requirement.  ERCOT may extend the period for providing annual audited statements on a case-by-case basis.

With respect to a QSE that meets ERCOT creditworthiness requirements pursuant to Section 16.2.5.1.1, Requirements for Establishing Creditworthiness Rating, for any portion of its creditworthiness requirement, such QSE shall inform ERCOT within three (3) Business Days if it has experienced a material change that might reduce the QSE’s Unsecured Credit Limit and  ERCOT may then require that 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, ERCOT may take remedial action as set forth in these Protocols and provide notice thereof to each Entity represented by the QSE.

With respect to a QSE meeting creditworthiness requirements using an alternative means provided in Section 16.2.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements, for any portion of its creditworthiness requirement, that QSE is responsible, at all times, for maintaining security in an amount at or above its TEL, EAL and NLRI, as applicable, minus the QSE’s Unsecured Credit Limit.  ERCOT shall promptly notify each QSE of changes to its TEL, EAL and NLRI and allow the QSE time, as set forth in paragraph (1) below, to provide additional security, if necessary, to maintain compliance with Section 16.2.5, QSE Financial Security.  If a QSE fails to provide additional security within the time allowed by ERCOT, ERCOT may take remedial action as set forth in these Protocols and provide notice thereof to each Entity represented by the QSE.

ERCOT shall notify a QSE’s authorized representative(s) and credit contact when the QSE’s EAL reaches ninety percent (90%) of its posted security.  ERCOT shall electronically issue a warning advising the QSE that it should consider increasing the amount of security posted with ERCOT.  However, ERCOT’s failure to issue that warning does not prevent it from exercising any of its other rights under this Section 16.  If the QSE does not provide additional security by 1500 (i.e., 3:00 pm) on the second Bank Business Day from the date on which ERCOT provided notification, then ERCOT may notify the Entities the QSE represents of the QSE’s potential suspension.

A QSE’s scheduling privilege may be suspended when the sum of its TEL, EAL and NLRI equals or exceeds one hundred percent (100%) of its posted security.  The QSE is responsible, at all times, for managing its TEL, EAL and NLRI or posting additional security in order to avoid reaching its credit limit.  Any failure by ERCOT to issue a notification as set forth in this subsection shall not relieve the QSE of the obligation to maintain security in an amount equal to or greater than its TEL, EAL and NLRI.  To the extent that a QSE fails to maintain security in an amount equal to or greater than its TEL, EAL, and NLRI, ERCOT shall take the following actions:

(1)
ERCOT shall promptly notify the QSE, on a Business Day, of the amount by which the QSE must increase its security and allow the QSE: (a) until 1500 on the second Bank Business Day from the date on which ERCOT delivered notification to increase the QSE’s security if ERCOT delivered its Notice before 1500 on a Business Day, or (b) until 1700 on the second Bank Business Day from the date on which ERCOT delivered notification to increase the QSE’s security if ERCOT delivered its Notice after 1500 but prior to 1700 on a Business Day.  ERCOT shall notify the QSE’s authorized representative(s) and credit contact if it has not received the required security by 1530 on the day on which the security was due; however, failure to notify the QSE’s representatives or contacts that ERCOT did not receive the required security does not prevent ERCOT from exercising any of its other rights under this Section 16.

(2)
ERCOT: (a) may require the QSE to self-arrange all of its Ancillary Service Obligations and (b) shall not permit the QSE to bid for Ancillary Services until it has posted the additional security.

(3)
At the same time as it notifies the QSE, ERCOT may promptly notify each LSE and Resource represented by the QSE that it may have to designate a new QSE(s) if its QSE fails to increase its security.

(4)
If the QSE posts the additional security by the deadline in paragraph (1) above, then ERCOT may notify each LSE and Resource represented by the QSE of that fact and permit the QSE to resume procuring Ancillary Services through ERCOT to meet the QSE’s Ancillary Service Obligations.

(5)
If the QSE fails to post the additional security by the deadline in paragraph (1) above, ERCOT may suspend the QSE’s right to schedule and shall notify the affected LSE(s) and Resource(s) that the QSE has failed to post the required security.  In the event that ERCOT suspends the QSE’s right to schedule, the affected Resource(s) and LSE(s) shall meet the requirements in Section 16.2.12.2, Assignment to the Default QSE.

(6)
Notwithstanding any of the foregoing, upon ERCOT’s notification to a QSE that the sum of its TEL, EAL and NLRI equals or exceeds one hundred percent (100%) of its posted security, until the QSE posts the required collateral, ERCOT shall not make payments to that QSE up to the amount of the additional required collateral.  The payments that ERCOT will not make to that QSE include TCR Revenues, TCR Credits, reimbursements for short payments and any other reimbursements or credits under any other agreement.  ERCOT may retain all such amounts until the QSE has fully complied with its security and/or collateral posting obligations under the QSE Agreement, other agreements, and/or these Protocols.

16.2.9
Payment Breach and Late Payments by Market Participants

Each Market Participant must ensure that amounts due to ERCOT, or its designee, if applicable, by such Market Participant and, if the Market Participant is a QSE, any Subordinate QSEs it has designated, are submitted in full to ERCOT on a timely basis.  Each Subordinate QSE will receive a separate Invoice.  Netting of the amounts due by Subordinate QSEs is not allowed.  The amount due on the separate Invoices for each Subordinate QSE must be submitted by the close of Bank Business Day of the due date set forth on the Invoice (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 submit the full amount due by close of Bank Business Day of the due date, ERCOT shall deduct the amount due by that Subordinate QSE from the Market Participant and/or any other Subordinate QSE of that Market Participant to the extent of the amount due and not paid by the late paying Subordinate QSE before calculating short payments to other ERCOT Market Participants.

The failure of a Market Participant to pay, when due, any payment or collateral obligation owed to ERCOT or its designee, if applicable, under the QSE Agreement, any agreement identified in these Protocols, or otherwise shall constitute an event of “Payment Breach.”  Additionally, any Payment Breach by a Market Participant will constitute a default under any and all other agreements between ERCOT and the Market Participant.  In the event of a Payment Breach, ERCOT will immediately contact the authorized representative(s) and credit contact of the Market Participant telephonically and will make appropriate written notices, as described below, and demand payment of the past due amount.  Upon a Payment Breach, ERCOT may impose the below-listed remedies for Payment Breach (“Breach Remedies”), as set forth in Section 16.2.9.1, ERCOT’s Remedies for Default, Including Payment Breach, in addition to any other rights or remedies it has under the QSE Agreement, other agreements, the Protocols or the common law.

If a Market Participant makes a payment or any portion of a payment or a collateral call to ERCOT after the due date and time, such payment shall constitute a “Late Payment.”  If ERCOT receives a Late Payment which fully pays the Market Participant’s payment or collateral obligation to ERCOT within two (2) Bank Business Days of the due date, ERCOT will waive the Payment Breach, except for ERCOT’s Remedies for Late Payments, as set forth in Section 16.2.9.2, ERCOT’s Remedies for Late Payments.  Even if ERCOT chooses to not immediately impose Default Remedies against a Market Participant because the Market Participant has fully paid its obligation within two (2) Bank Business Days, ERCOT shall track the number of Late Payments received from each Market Participant in any rolling twelve (12) month period, for purposes of imposing the Late Payment Remedies set forth below in Section 16.2.9.2, ERCOT’s Remedies for Late Payments.

16.2.9.1
ERCOT’s Remedies 
In addition to all other remedies that ERCOT has, pursuant to the Market Participant’s Agreement, other agreements,  these Protocols or the common law, for Payment  Breaches and other defaults by a Market Participant, ERCOT has the following additional remedies:

16.2.9.1.1
No Payments by ERCOT to Market Participant

ERCOT shall not make any payment to a Market Participant unless or until the Market Participant cures the Payment Breach.  The payments ERCOT will not make to a Market Participant in breach of any agreement with ERCOT include TCR Revenues, TCR Credits, reimbursements for short payments, and any other reimbursements or credits under any other agreement.  ERCOT shall retain all such amounts until the Market Participant has fully paid all amounts owed to ERCOT under Market Participant’s Agreement, other agreements and/or these Protocols. If the Market Participant should fail to pay the full amount due, ERCOT may apply all funds it withheld toward the payment of the delinquent amount.
16.2.9.1.2
ERCOT May Draw On, Hold or Distribute Funds

Upon a Payment Breach, ERCOT, at its option and its sole discretion, without notice to the Market Participant, may immediately, or at any time, draw on, hold or distribute to Market Participants any security or other funds of the Market Participant in ERCOT’s possession.  If the funds drawn exceed the amount applied to any Payment Breach, then ERCOT may hold the excess funds as security.

16.2.9.1.3
Aggregate Amount Owed by Market Participant Immediately Due

ERCOT shall aggregate all amounts due it by the Market Participant under the Market Participant’s Agreement, any other agreement with ERCOT or the Protocols into a single amount to the fullest extent allowed by law.  The entire unpaid net balance owed to ERCOT by the Market Participant, at ERCOT’s option and sole discretion, shall become immediately due and payable without further notice and demand for payment, which notice and demand are expressly waived by the defaulting Market Participant.

16.2.9.1.4
Revocation of a Market Participant’s Rights and Termination of Agreements

ERCOT may revoke one or more of a Market Participant’s rights to conduct activities under these Protocols.  ERCOT may also terminate a Market Participant’s Agreement with ERCOT and may terminate any and all other agreements between that Market Participant and ERCOT.

If ERCOT revokes a Market Participant’s rights or terminates a Market Participant’s Agreements, then the provisions of Section 16.2.12.2, Assignment to the Default QSE, apply.

If the breaching Market Participant is an LSE (whether or not the breach occurred pursuant to the Market Participant’s activities as an LSE), then: 
(1) 
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 
(2) 
on revocation of some or all of the Market Participant’s rights or termination of the its Agreements and upon notice to the Market Participant and the PUCT, ERCOT shall initiate a mass transition of the LSE’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.  
After revocation of its rights or termination of its agreements with ERCOT, the Market Participant will remain liable for all charges or costs associated with any continued activity related to the Market Participant’s relationship with ERCOT and any costs and expenses arising from the consequences of such termination or revocation.
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