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	Proposed Nodal Protocol Language Revision


2.1 DEFINITIONS

Counter-Party

A single Entity that is a QSE and/or a CRR Account Holder. A Counter-Party includes a QSE and any Subordinate QSEs and all registrations of a CRR Account Holder.
4.4.10
Credit Requirement for DAM Bids and Offers

(1)
Each QSE’s ability to bid and offer in the DAM is subject to the bids and offers being within the credit limit established for the entire Counter-Party of which the QSE is part: 

(a) ERCOT shall calculate credit exposure relating to the QSE’s activities in the ERCOT Region under section (2) below and validate that the exposure is within the Counter-Party’s credit limit as determined pursuant to Section 16.11.4.6, Determination of Counter-Party Available Credit Limit. ERCOT shall use the credit limit provided on the most recent Business Day and adjusted for accepted bids and offers for markets cleared, until a new credit limit is available.  
(b) ERCOT shall reject any portion of the QSE’s bids and offers that exceed the Counter-Party’s credit limit, and shall notify the QSE through the MIS Certified Area as soon as practicable. 
(b) If ERCOT has rejected a QSE’s bids and offers due to those items exceeding its credit limit, the QSE may revise and resubmit such bids and offers, provided that the bids and offers are valid and within the Counter-Party’s credit limit and such resubmission occurs prior to 10:00. 

(2)
ERCOT must calculate credit exposure for bids and offers in the DAM as follows: 

(a)
For each DAM Energy Bid, the quantity of the bid multiplied by the bid price.

(b)
For each DAM Energy Offer, the product of the quantity of the offer times the 95th percentile of the hourly difference of Real-Time Settlement Point Price and Day-Ahead Settlement Point Price over the previous 30 days for the hour.

(c)
For DAM Energy Bids and Offers at the same Settlement Point for the same hour ERCOT must calculate the credit exposure as the maximum of the credit exposure for the DAM Energy Bid as calculated in (a) or the credit exposure for the DAM Energy Offer as calculated in (b) above.

(d)
For PTP Obligation Bids, the sum of the quantity of bid multiplied by the bid price, if positive, plus 95th percentile of the hourly positive price  difference between the source Real-Time SPP minus the sink Real-Time SPP over the previous 30 days for the hour.

(e)
For Ancillary Services not self-arranged, the product of the quantity of Ancillary Service not self-arranged times the 95th percentile of the hourly MCPC for that Ancillary Service over the previous 30 days for that hour.
7.5.5.3
Auction Process

(1)
The auction must be a single-round, simultaneous auction for selling the CRRs available for all auction products, with the following steps:

(a)
ERCOT shall enter into the CRR Auction engine model a credit constraint for each Counter-Party.  A Counter-Party’s CRR Auction credit limit is equal to the lesser of the credit limit as determined in Section 16.11.4.6.1, Credit Requirements for CRR Auction Participation, or, if provided, the Counter-Party’s self-imposed CRR Auction credit limit.  The credit constraint for each Counter-Party ensures that the following sum is less than or equal to its CRR Auction credit limit: 

(i)
all awarded CRR Auction Bids multiplied by the absolute value of the corresponding bid price; plus 

(ii)
all awarded CRR Auction Offers with negative offer prices multiplied by the absolute value of their corresponding offer price; plus 

(iii)
the additional credit requirement for all awarded PTP Obligations.  

(b)
ERCOT shall award CRRs in quantities truncated to the nearest tenth MW (0.1 MW). 

(c)
The CRR Clearing Price is equal to the corresponding Shadow Price for that CRR product.

(d)
When a CRR Account Holder is awarded CRRs as a result of a CRR Auction, the CRRs do not become the property of the winning CRR Account Holder, and the CRRs may not be placed in their CRR accounts, until the CRR Invoices have been paid in full.

(e)
When a CRR Account Holder sells PTP Obligations as a result of an auction at a negative price, the CRR Account Holder is not relieved of the PTP Obligations until the CRR Invoices have been paid in full.  

(2)
ERCOT shall use a linear programming auction engine model for each CRR Auction that evaluates all CRR Auction Bids and CRR Auction Offers submitted, and selects a combination of CRR Auction Bids and CRR Auction Offers that:

(a)
Makes the solution simultaneously feasible within the limits of the ERCOT network capability over the auction term; and

(b)
Maximizes the objective function, which is equal to the total economic value (as expressed in the CRR Auction Bids) of the awarded CRR Auction Bids, less the total economic cost (as expressed in CRR Auction Offers) of the awarded CRR Auction Offers, while observing all applicable constraints.

(3)
The CRR Network Model must, to the extent practicable, reflect the continuous and post-contingency system operating limits and operational procedures (i.e., Special Protection Systems and Remedial Action Plans) in the Network Operations Model used by ERCOT during Real-Time Operations, as discussed below in Section 7.5.5.4, Simultaneous Feasibility Test.

(4)
Once a CRR Auction is complete, ERCOT shall archive and keep the CRR Auction system and all models used to finalize the CRR Auction results under ERCOT’s data retention policy as that policy applies to data that may be needed to resolve requests for billing adjustments under applicable billing adjustment procedures.

9.9.1
Invoice Recipient Payment to ERCOT for the CRR Auction

(1)
The payment due date and time for the CRR Auction Award Invoice, with funds owed by an Invoice Recipient, is 1700 on the 3rd Bank Business Day after the CRR Auction Award Invoice date, unless the 3rd day is not both a Business Day and a Bank Business Day.  If the 3rd Bank Business Day after the CRR Auction Award Invoice date is not both a Business Day and a Bank Business Day, then the CRR Auction Award Invoice is due on the next Business Day after the 3rd day that is both a Business Day and a Bank Business Day.

(2)
All CRR Auction Award 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. 

(3)
ERCOT shall not accept partial payments for CRR Auction Award Invoices.  All CRR Auction Award Invoices must be paid in full on the Invoice due date.  
16.11
Financial Security for Counter-Parties

The term “Financial Security” in this Section means the collateral amount posted with ERCOT in any of the forms listed in Section 16.11.3, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.  
16.11.4.3
Determination of Counter-Party Estimated Aggregate Liability

(1)
After a Counter-Party receives its first Invoice, ERCOT shall monitor and calculate on Business Days the Counter-Party’s Estimated Aggregate Liability (EAL) based on the formula below.  

EAL 
= 
Max [IEL during the first 60-day period, Max(ADTE during the previous 60-day period)] 
+ OUT + PUL + DALE 

The above variables are defined as follows: 
	Variable
	Unit
	Description

	EAL
	$
	Estimated Aggregate Liability—Estimated Aggregate Liability for the Counter-Party.

	IEL
	$
	Initial Estimated Liability—Initial Estimated Liability (as defined in Section 16.11.4.2, Determination of Counter-Party Initial Estimated Liability) for the Counter-Party.

	ADTE
	$
	Average Daily Transaction Extrapolated—Forty days multiplied by the sum of the net amount due from or to ERCOT by the Counter-Party in Initial Settlement Statements included in the Counter-Party’s two most recent Real-Time Settlement Invoices divided by the number of Initial Settlement Statements included in those two Settlement Invoices.  (The Real-Time Initial Settlement Invoices includes settlement of Real-Time CRRs.)

	OUT
	$
	Outstanding Unpaid Transactions—Outstanding, unpaid transactions of the Counter-Party, which include (1) outstanding Invoices to the Counter-Party, including Invoices for DAM activity and CRR Auction activity and (2) estimated unbilled items to the Counter-Party, to the extent not adequately accommodated in the ADTE calculation (including resettlements and other known liabilities).  The Counter-Party’s invoices for Real-Time transactions may not be considered outstanding for purposes of this calculation if paid on or before the second Business Day after the Invoice is issued. 

	PUL


	$
	Potential Uplift—Potential uplift to the Counter-Party, to the extent and in the proportion that the Counter-Party represents Entities to which an uplift of a short payment will be made pursuant to Section 9.7.3, Partial Payments by Invoice Recipients for the RTM,.  It is calculated as the sum of:

(a) Amounts expected to be uplifted within one year of the date of the calculation; and

(b) Twenty-five percent, or such other percentage based on available statistics regarding payment default under bankruptcy reorganization plans, of any short payment amounts being repaid to ERCOT under a bankruptcy reorganization plan that are due more than one year from the date of the calculation. 

	DALE
	$
	Average Daily DA Liability Extrapolated—Sixteen days multiplied by the sum of the net amount due to or from ERCOT in DAM Settlement Statements (that includes Ancillary Services and CRRs cleared and bought in the DAM) included in the seven most recent DAM Settlement Invoices divided by the number of DAM Settlement Statements included in those seven DAM Settlement Invoices. 


16.11.4.4
Determination of Counter-Party Aggregate Incremental Liability 

ERCOT shall monitor and calculate on Business Days an Aggregate Incremental Liability (AIL) for each Counter-Party using the formula below:

AIL
=
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 (RTLd) – Max[0, (ADTE / 40 ( N( 0.9)]   

The above variables are defined as follows:

	Variable
	Unit
	Description

	AIL
	$
	Aggregate Incremental Liability—The amount by which the calculated incremental liability of the Counter-Party for all relevant days, N, exceeds the ADTE. 

	RTL
	$
	Real-Time Liability—The estimated or settled amounts due from or to ERCOT due to activities in the Real Time and Adjustment Period.  Real-Time Liability is the amounts for Load increased by amounts for awarded DAM Energy Offers, and Energy Trade sales and is decreased by amounts for awarded DAM Energy Bids, Energy Trade purchases, and estimated or settled amounts for generation. In addition Real-Time Liability will be adjusted for CRRs settled in Real Time and for other amounts due to or from ERCOT by the Counter-Party.  Real-Time Liability is determined over all Settlement Points and all Settlement Intervals over all relevant days, as follows: 

(a) For each Operating Day that is completed and settled but for which no Invoice has been issued, ERCOT shall calculate RTL using Settlement Statement data;

(b)
For each Operating Day that is completed but not settled or for which no Invoice has been issued, ERCOT shall calculate RTL as the higher of ERCOT’s estimate of the Counter-Party’s RTL for the day or the Counter-Party’s estimate of RTL  for the day; and

(c) For seven Operating Days that are not yet completed, ERCOT shall calculate RTL as the higher of 150% of ERCOT’s estimate of the Counter-Party’s RTL for the most recent seven days or the Counter-Party’s forecast of RTL for the next seven days. 

	ADTE
	$
	Average Daily Transaction Extrapolated— Forty days multiplied by the sum of the net amount due from or to ERCOT by the Counter-Party in Initial Settlement Statements included in the Counter-Party’s two most recent Real-Time Settlement Invoices divided by the number of Initial Settlement Statements included in those two Settlement Invoices.

	d
	none
	One Operating Day in the period of relevant days. 

	N
	none
	All relevant days, i.e., the number of Operating Days that have not been invoiced plus seven future days. 




(a) 
(b) 
(c) 

16.11.4.5
Determination of the Counter-Party Future Credit Exposure

(1)
ERCOT shall monitor and calculate on Business Days the Counter-Party’s Future Credit Exposure (FCE) for all CRRs held by the Counter-Party as owner of record at ERCOT, for all Operating Days that have not yet occurred and for CRRs that have not settled, using the formula below.  

FCEo  =  FCEOBLo + FCEOPTo + FCRFGRo
The above variables are defined as follows:

	Variable
	Unit
	Description

	FCEo
	$
	Future Credit Exposure - Counter-Party Future Credit Exposure for all CRRs held by the Counter-Party as owner o of record at ERCOT, for all Operating Days that have not yet occurred and for CRRs that have not settled.

	FCEOBLo
	$
	Future Credit Exposure for PTP Obligations - Counter-Party Future Credit Exposure for all PTP Obligations held by the Counter-Party as owner o of record at ERCOT, for all Operating Days that have not yet occurred and for CRRs that have not settled.

	FCEOPTo
	$
	Future Credit Exposure for PTP Options - Counter-Party Future Credit Exposure for all PTP Options held by the Counter-Party as owner o of record at ERCOT, for all Operating Days that have not yet occurred and for CRRs that have not settled.

	FCEFGRo
	$
	Future Credit Exposure for FGRs - Counter-Party Future Credit Exposure for all FGRs held by the Counter-Party as owner o of record at ERCOT, for all Operating Days that have not yet occurred and for CRRs that have not settled.

	O
	none
	A CRR Owner


(2)
The Counter-Party’s Future Credit Exposure for all  PTP Obligations (FCEOBL) held by the Counter-Party as owner of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled is calculated as follows.

FCEOBLo 
=
Max (ACPEOBLo, - FMMOBLo)

Where:

ACPEOBLo
=
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[(W1*ACP h, (j,k) + W2 * TOBLV h, (j,k) + W3 * FDOBLV h, (j,k) + W4 * PMOBLV h, (j,k)) * OBLMWo, h, (j,k)]

If FCEOBLo is negative (a net asset to the Counter-Party), then the FCEOBLo will be recalculated using PTP Obligations registered in the name of the Counterparty only for (a) the remaining hours of the current month and (b) all hours in the following month;

The above variables are defined as follows:

	Variable
	Unit
	Description

	FCEOBLo
	$
	Future Credit Exposure for PTP Obligations - Counter-Party Future Credit Exposure for all PTP Obligations held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	ACPEOBLo
	$
	Auction Clearing Price Exposure for all PTP Obligations held by the Counter-party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	ACPE h, (j,k)
	$/MW per hour
	Auction Clearing Price Exposure for PTP Obligations with the source j and the sink k for hour h - Exposure level calculated as follows: 

· if the PTP Obligation Auction Clearing Price is greater than $15 per MW, then 150 divided by the PTP Obligation Auction Clearing Price;
· if the PTP Obligation Auction Clearing Price is between $0 and $15 per MW, then $10 per MW; and
· if the PTP Obligation Auction Clearing Price is negative, then $10 per MW, plus the absolute value of the PTP Obligation Auction Price per MW. 

	FMMOBLo 

	$
	Forward Mark-to-Market for PTP Obligations – Estimate of the forward mark-to-market value of PTP Obligations held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	ACP h, (j,k)
	$/MW per hour
	Auction Clearing Price - The auction clearing price of the PTP Obligation with the source j and the sink k for hour h.

	W1 – W4
	none
	Weighting—The weighting associated with the pricing components that sum to 1. The values of these factors must be determined by the Credit Working Group and posted on the MIS Public Area. The weighting factors may be customizable for the month to which a CRR applies.

	TOBLV h, (j,k)
	$/MW per hour
	Today’s PTP Obligation Value – The difference in current day’s most recent DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.

	FDOBLV h, (j,k)
	$/MW per hour
	Five-day PTP Obligation Value – Average of the most recent rolling five-day difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.

	PMOBLV h, (j,k)
	$/MW per hour
	Previous Month’s PTP Obligation Value – Average of the previous month’s daily difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.  

	 OBLMWo, h, (j,k)
	MW
	PTP Obligation with the source j and the sink k  for hour h owned by the Counter-Party as owner o for all Operating Days that have not yet occurred and for CRRs that have not settled.

	j
	none
	A source Settlement Point

	k
	none
	A sink Settlement Point

	h
	none
	An Operating Hour of (i) the remaining hours in the current month and (ii) all hours in the following month.

	o
	none
	A CRR Owner


(3)
The Counter-Party’s Future Credit Exposure for all PTP Options (FCEOPT) held by the Counter-Party as owner of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled is calculated as follows.

FCEOPTo 
=
- FMMOPTo
Where:

FMMOPTo = 
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[(W1*ACP h, (j,k)  + W2 * TOPTV h, (j,k)  + W3 * FDOPTV h, (j,k)  + W4 * PMOPTV h, (j,k)) *OPTMWo, h, (j,k)] 

FCEOPTo is calculated using PTP Options registered in the name of the Counter-Party only for (a) the remaining hours of the current month and (b) all hours in the following month.

The above variables are defined as follows:

	Variable
	Unit
	Description

	FCEOPTo
	$
	Future Credit Exposure for PTP Options - Counter-Party Future Credit Exposure for all PTP Options held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	FMMOPTo

	$
	Forward Mark-to-Market for PTP Options – Estimate of the forward mark-to-market value of PTP Options held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	ACP h, (j,k)
	$/MW per hour
	Auction Clearing Price - The auction clearing price of the PTP Option with the source j and the sink k for the hour h.

	W1 – W4
	none
	Weighting—The weighting associated with the pricing components that sum to 1. The values of these factors must be determined by the Credit Working Group and posted on the MIS Public Area. The weighting factors may be customizable for the month to which a CRR applies.

	TOPTV h, (j,k)
	$/MW per hour
	Today’s PTP Option Value – The greater of zero or the difference in current day’s most recent DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.

	FDOPTV h, (j,k)
	$/MW per hour
	Five-day PTP Option Value – Average of the most recent rolling five-day amount given by the greater of zero or the difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.

	PMOPTV h, (j,k)
	$/MW per hour
	Previous Month’s PTP Option Value – Average of the previous month’s daily amount given by the greater of zero or the difference in DAM Settlement Point Price between the sink k and the source j of the CRR for the hour h owned.  If DAM SPPs are not available, ERCOT may use the appropriate Hub prices instead.  

	OPTMWo, h, (j,k)
	MW
	PTP Option with the source j and the sink k owned by the Counter-Party as owner o for hour h of: 

(i) the remaining hours in the current month and 

(ii) all hours in the following month..

	j
	none
	A source settlement point

	k
	none
	A sink settlement point

	h
	none
	An operating hour of;

(i) the remaining hours in the current month and 

(ii) all hours in the following month

	o
	none
	A CRR owner


(4)
The Counter-Party’s Future Credit Exposure for all  FGRs (FCEFGR) held by the Counter-Party as owner of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled is calculated as follows.

FCEFGRo 
=
- FMMFGRo
Where:

FMMFGRo = 
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 [(W1*ACP h, f + W2 * TFGRV h, f + W3 * FDFGRV h, f + W4 * PMFGRV h, f) * FGRMWo, h, f]

FCEFGRo is calculated using FGRs registered in the name of the Counter-Party only for:

(a)
the remaining hours of the current month and 

(b)
all hours in the following month.

The above variables are defined as follows:

	Variable
	Unit
	Description

	FCEFGRo
	$
	Future Credit Exposure for FGRs - Counter-Party Future Credit Exposure for all  FGRs held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	FMMFGRo

	$
	Forward Mark-to-Market for FGRs – Estimate of the forward mark-to-market value of FGRs held by the Counter-Party as owner o of record at ERCOT for all Operating Days that have not yet occurred and for CRRs that have not settled.

	ACPh, f
	$/MW per hour
	Auction Clearing Price - The auction clearing price of the FGR on the flowgate f for hour h.

	W1 – W4
	none
	Weighting—The weighting associated with the pricing components that sum to 1. The values of these factors must be determined by the Credit Working Group and posted on the MIS Public Area. The weighting factors may be customizable for the month to which a CRR applies.

	TFGRVh, f
	$/MW per hour
	Today’s FGR Value – The current day’s most recent DAM price of the FGR on the flowgate f for the hour h.

	FDFGRVh, f
	$/MW per hour
	Five-day FGR Value – Average of the most recent rolling five-day price of the FGR on the flowgate f for the hour h.

	PMFGRVh, f
	$/MW per hour
	Previous Month’s FGR Value – Average of the previous month’s daily price of the FGR on the flowgate f for the hour h.    

	FGRMWo, h, f
	MW
	FGR on the flowgate f owned by the Counter-Party as owner o for hour h of (a) the remaining hours in the current month and (b) all hours in the following month.

	f
	none
	A Flowgate Right

	h
	none
	An Operating Hour of (a) the remaining hours in the current month and (b) all hours in the following month.

	o
	none
	A CRR Owner


16.11.4.6
Determination of Counter-Party Available Credit Limit 
ERCOT shall calculate an Available Credit Limit (ACL) for each Counter-Party equal to 90% of the net of its:

(a) Unsecured Credit Limit; plus 

(b) Collateral; minus

(c) TPE.

16.11.4.6.1
Credit Requirements for CRR Auction Participation

(1) 



Each Counter-Party participating in any CRR Monthly or Annual Auction shall communicate to ERCOT the credit limit it would like to establish for the CRR Auction no later than three (3) Business Days prior to the close of the CRR bid submission window. 

(2) 
ERCOT shall assign the credit limit for each Counter-Party participating in any CRR Auction as the lower of 90% of ACL or the Counter-Party’s requested credit limit no later than two (2) Business Days prior to the close of the CRR bid submission window.  ERCOT, in its sole discretion, may increase the credit limit until the close of the CRR bid submission window.
(3) ERCOT shall impose a credit limit in awarding bids and offers in the CRR Auction as described in Section 7.5.5.3, Auction Process. 
16.11.4.6.2
Credit Requirements for DAM Participation

(1)
ERCOT shall impose a credit limit on each Counter-Party participating in the DAM as the difference between 90% of the ACL and any CRR Auction credit limit assigned.
(2) 
ERCOT shall impose a credit limit for a Counter-Party’s participation in the DAM as described in Section 4.4.10, Credit Requirement for DAM Bids and Offers.
16.11.6 Payment Breach and Late Payments by Market Participants 
(1) 
It is the sole responsibility of each Market Participant to ensure that the full amounts due to ERCOT, or its designee, if applicable, by that Market Participant or, if applicable, a related Subordinate QSE, is paid to ERCOT by close of the Bank Business Day on which it is due. 

(2) 
If a Market Participant has any Subordinate QSEs, ERCOT shall send each Subordinate QSE a separate Invoice. Netting by the  Market Participant of the amounts due by Subordinate QSEs for payment purposes is not permitted. The amounts due on the separate Invoices for each Market Participant  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 Market Participant  that designated the Subordinate QSE, or any other Subordinate QSE of that  Market Participant before allocating short payments to other Market Participants . 

(3) 
The failure of a Market Participant  to pay when due any payment or Financial Security obligation owed to ERCOT or its designee, if applicable, under any agreement with ERCOT is an event of “Payment Breach.” Any Payment Breach by a Market Participant  under any agreement with ERCOT is a default under all other agreements between ERCOT and the  Market Participant. Upon a Payment Breach, ERCOT shall immediately attempt to contact an Authorized Representative and Credit Contact of the  Market Participant telephonically and shall send appropriate written notices, as described below, and demand payment of the past due amount. 

(4) 
Upon a Payment Breach, ERCOT may impose the below-listed remedies for Payment Breach (“Default Breach”), 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 Market Participant  makes a payment or a partial payment as allowed by these Protocols 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  Market Participant’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. Even if ERCOT chooses to not immediately impose Default Remedies against a Market Participant  because it has fully paid its obligation within two Bank Business Days, ERCOT shall track the number of Late Payments received from each  Market Participant 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 any agreement, the common law or these Protocols, for Payment Breaches or other defaults by a Market Participant, ERCOT has the following additional remedies:

16.11.6.1.1
No Payments by ERCOT to Market Participant
ERCOT is not required to make any payment to a Market Participant  unless and until the Market Participant  pays the past due amount in full, including amounts due under Section 16.11.6.1.3, Aggregate Amount Owed by Breaching Market Participant 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 Market Participant has fully paid all amounts owed to ERCOT under any agreements and 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(s).
16.11.6.1.2
ERCOT May Draw On, Hold or Distribute Funds

ERCOT, at its option, without notice to the  Market Participant and in its sole discretion, may immediately, or at any time before the  Market Participant pays the past due amount in full, including amounts due under Section 16.11.6.1.3, Aggregate Amount Owed by Breaching  Market Participant Immediately Due, draw on, hold or distribute to Market Participants any Financial 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 those funds as Financial Security. 

16.11.6.1.3
Aggregate Amount Owed by Breaching  Market Participant Immediately Due

ERCOT shall aggregate all amounts due it by the Market Participant  under  any 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  Market Participant, 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  Market Participant.
16.11.6.1.4
Repossession of CRRs by ERCOT

ERCOT, at its sole discretion, may repossess CRRs held by a Market Participant. ERCOT may effect that repossession by sending a written notice to the  Market Participant of the repossession and by removing the CRRs from the  Market Participant’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  Market Participant in Payment Breach) for sale to the highest bidder.  ERCOT may offset revenues from that sale against amounts owed to ERCOT by the  Market Participant.  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
Declaration of forfeit of CRRs
At ERCOT’s sole discretion, if ERCOT does not receive full payment on the due date of a CRR Auction Invoice, ERCOT may declare any of the CRR Bids accepted and PCRRs allocated to the Market Participant forfeited. ERCOT may effect that forfeiture by sending a written notice to the Market Participant of the forfeiture and  not delivering the CRRs or PCRRs to the Market Participant’s CRR Account. ERCOT may also, at its sole discretion, honor any of the Offers awarded to the Market Participant by removing the CRRs from the Market Participant’s CRR account.  ERCOT, at its sole discretion, may pay the Market Participant for the CRRs removed from its CRR account.   ERCOT shall offer all forfeited CRRs, with each forfeited CRR in its existing configuration, in a one-time auction to Market Participants (other than the Market Participant in Payment Breach) for sale to the highest bidder or ERCOT shall make the related capacity available in subsequent CRR auctions.    Revenue from that sale shall be considered as CRR Auction Revenue and distributed to QSEs  based on LRS as specified in section 7.5.7 Method for Distributing CRR Auction Revenues.
16.11.6.1.6
Revocation of a  Market Participant’s Rights and Termination of Agreements

(1)
ERCOT may revoke a  Market Participant’s rights to conduct activities under these Protocols.  ERCOT may also terminate the  Market Participant’s agreements with ERCOT.

(2)
If ERCOT revokes a  Market Participant’s rights or terminates the  Market Participant’s agreements, the provisions of Section 16.2.5.2, Assignment to the Default Qualified Scheduling Entity, apply.

(3)
If a breaching  Market Participant 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  Market Participant’s rights or termination of the  Market Participant’s agreements and on notice to the  Market Participant and the PUCT, ERCOT shall initiate a mass transition of the  Market Participant’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  Market Participant remains liable for all costs and expenses arising from the consequences of such termination or revocation.
16.11.6.2 ERCOT’s Remedies for Late Payments by a Market Participant 
If a Market Participant  makes any Late Payments, and even if ERCOT does not immediately implement the above-referenced remedies for any Payment Default by a  Market Participant, the  Market Participant 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, in its sole discretion, determine whether it should take Level I Enforcement action against the  Market Participant. ERCOT shall send written notice to the  Market Participant’s Authorized Representative and Credit Contact, advising the Market Participant whether or not ERCOT is taking Level I Enforcement action, and advising the Market Participant 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 Market Participant’s Authorized Representative and Credit Contact, advising the Market Participant 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 Market Participant’s Authorized Representative and Credit Contact advising the Market Participant 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 Market Participant’s Authorized Representative and Credit Contact advising the Market Participant of the action required under Level III Enforcement. 

16.11.6.2.5 Level I Enforcement 
Under Level I Enforcement, ERCOT shall notify the Market Participant to comply with one of the following requirements; whichever is appropriate in ERCOT’s sole discretion: 

(a) 
If the Market Participant has not provided Financial Security, the Market Participant shall now provide Financial Security, within two Bank Business Days, in an amount at or above 110% of the amount of the Market Participant’s TPE less the Unsecured Credit Limit; or 

(b) 
If the Market Participant has already provided Financial Security, the Market Participant 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. 

16.11.6.2.6 Level II Enforcement 
(1) 
Under Level II Enforcement, the Market Participant shall provide Financial Security in the form of a cash deposit in a bank account designated by ERCOT or a letter of credit, at 110% of the Market Participant’s TPE less the Unsecured Credit Limit within two Bank Business Days. 

(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 Market Participant’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 Market Participant’s right to act as a Market Participant in the ERCOT Region; or 

(b) 
Take action under Section 16.11.6.1.5, Revocation of a Market Participant’s Rights and Termination of Agreements. 
16.11.6.3 Late Payment Fee 
(1) 
A Market Participant 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 Market Participants, 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 Market Participant’s Financial Security Requirement 
ERCOT shall, following the termination of a Market Participant’s agreement and within thirty days after being satisfied, in its sole discretion, that no sums remain owing by the Market Participant under these Protocols or any agreement between the Market Participant and ERCOT, return or release to the Market Participant, as appropriate, any Financial Security that it provided to ERCOT under this Section. 

16.11.8 Acceleration 
Upon termination of a Market Participant’s rights as a Market Participant and  any agreement(s) between ERCOT and the Market Participant, all sums owed to ERCOT are immediately accelerated and are immediately due and owing in full. At that time, ERCOT may immediately draw upon the Market Participant’s Financial Security and may offset or recoup all amounts due to ERCOT to satisfy those due and owing amounts.
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