Nodal Protocol Revision Request


	NPRR Number
	066
	NPRR Title
	Synchronization of PRR698, Remove Default QSE Provisions

	Date Posted
	6/13/07

	Nodal Protocol Section(s) Requiring Revision (Include Section No. and Title)
	16.2.1, Criteria for Qualification as a Qualified Scheduling Entity 
16.2.5, Default Qualified Scheduling Entity
16.2.6.1, Designation as an Emergency Qualified Scheduling Entity or Virtual Qualified Scheduling Entity
16.2.6.2, Market Participation by an Emergency Qualified Scheduling Entity or a Virtual Qualified Scheduling Entity
16.2.6.3, Requirement to Obtain New Qualified Scheduling Entity or Qualified Scheduling Entity Qualification
16.11.6.1.5, Revocation of a Counter-Party’s Rights and Termination of Agreements

	Revision Description
	This NPRR incorporates relevant language from PRR698, Remove Default QSE Provisions, which was approved by the ERCOT Board of Directors on 12/12/06. This NPRR revises provisions for the Emergency and Virtual Qualified Scheduling Entity (QSE) to allow them to provide for Resource Entities and Load Serving Entities (LSEs) in the event that their QSEs are suspended.  This NPRR also removes the Default QSE concept, including all references to a Default QSE.

	Reason for Revision
	To incorporate into the Nodal Protocols provisions approved by the Board for the zonal market and determined by the ERCOT stakeholders to be relevant to the nodal market.  This PRR will also avoid the cost of contracting with a Default QSE.

	Overall Market Benefit
	Eliminate the ERCOT cost for the Default QSE.

	Overall Market Impact
	None.

	Consumer Impact
	Unknown.

	Credit Implications 
(Yes or No, and summary of impact)
	No negative implications. The Default QSE is not currently required to take on the credit exposure of entities it might represent and is not required to represent entities that do not post collateral with it.  Therefore, removing the use of a Default QSE is not expected to increase credit risk to the market.

	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):

	TPTF Review (Yes or No, and summary of conclusion)
	Yes.  On 6/11/07, TPTF voted to approve the draft NPRR for Removal of Default QSE Provision.  There was an abstention from the Investor Owned Utilities Market Segments.  The Independent Generators Market Segment was not present for the vote.  


	Sponsor

	Name
	Trip Doggett on behalf of TPTF

	E-mail Address
	tdoggett@ercot.com

	Company
	ERCOT

	Company Address
	2705 West Lake Dr., Taylor, TX 76574

	Phone Number
	(512) 248-6360

	Market Segment
	N/A


	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
	n/a

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	None
	

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	Eliminate the ERCOT cost for the Default QSE
	

	

	Additional Qualitative Information

	1
	Ensures that the process that a LSE or Resource Entity follows when its QSE is suspended is clearly documented.

	

	Other
	1
	

	Comments
	2
	

	


	Proposed Nodal Protocol Language Revision


[Note: the blackline language from the draft NPRR has been updated to reflect the most recent version of nodal Protocol Section 16.]
16.2.1
Criteria for Qualification as a Qualified Scheduling Entity 
(1)
To become and remain a QSE, an Entity must meet the following requirements:
(a)
Submit a properly completed QSE application for qualification, including any applicable fee and including designation of  Authorized Representatives, each of whom is responsible for administrative communications with the QSE and each of whom has enough authority to commit and bind the QSE and the Entities it represents;
(b)
Sign a QSE Agreement; 
(c)
Sign any required Agreements relating to use of the ERCOT network, software, and systems;
(d)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of performing the functions of a QSE; 
(e)
Demonstrate to ERCOT’s reasonable satisfaction that the Entity is capable of complying with the requirements of all ERCOT Protocols and Operating Guides; 
(f)
Satisfy ERCOT’s creditworthiness requirements as set forth in this Section;
(g)
Be generally able to pay its debts as they come due; ERCOT may request evidence of compliance with this qualification only if ERCOT reasonably believes that a QSE is failing to comply with it;
(h)
Provide all necessary bank account information and arrange for Fedwire system transfers for two-way confirmation; 
(i)
Be financially responsible for payment of settlement charges for those Entities it represents under these Protocols;
(j)
Comply with the backup plan requirements in the Operating Guides; 
(k)
Maintain a 24-hour, seven-day-per-week scheduling center with qualified personnel for the purposes of communicating with ERCOT for scheduling and deploying the QSE’s Ancillary Services in Real-Time.  Those personnel must be responsible for operational communications and must have sufficient authority to commit and bind the QSE and the Entities that it represents; 
(l)
Demonstrate and maintain a working functional interface with all required ERCOT computer systems; and
(m)
Allow ERCOT, upon reasonable notice, to conduct a site visit to verify information provided by the QSE.
(2)
If a QSE chooses to use electronic data interchange (EDI) transactions to receive Settlement Statements and Invoices, it must participate in and successfully complete testing as described in Protocol Section 23, Texas Test Plan Team - Retail Market Testing, before starting operations with ERCOT as a QSE.
(3)
A QSE shall promptly notify ERCOT of any change that materially affects the Entity’s ability to satisfy the criteria set forth above, and of any material change in the information provided by the QSE to ERCOT that may adversely affect the reliability or safety of the ERCOT System or the financial security of ERCOT.  If the QSE fails to so notify ERCOT within one day after the change, then ERCOT may, after providing notice to each Entity represented by the QSE, refuse to allow the QSE to perform as a QSE and may take any other action ERCOT deems appropriate, in its sole discretion, to prevent ERCOT or Market Participants from bearing potential or actual risks, financial or otherwise, arising from those changes, and in accordance with these Protocols. 
(4)
Subject to the following provisions of this item (4), a QSE may partition itself into any number of subordinate QSEs (“Subordinate QSEs”).  If a single Entity requests to partition itself into more than four Subordinate QSEs, ERCOT may implement the request subject to ERCOT’s reasonable determination that the additional requested Subordinate QSEs will not be likely to overburden ERCOT’s staffing or systems.  ERCOT shall adopt an implementation plan allowing phased-in registration for these additional Subordinate QSEs in order to mitigate system or staffing impacts.  However, ERCOT may not unreasonably delay that registration. 
 
(5)
Each Subordinate QSE must be treated as an individual QSE for all purposes including communications and control functions except for liability, financial security, and financial liability requirements under this Section.  That liability, financial security, and financial liability is cumulative for all Subordinate QSEs for the single Entity signing the QSE Agreement.    
(6)
Continued qualification as a QSE is contingent upon compliance with all applicable requirements in these Protocols.  ERCOT may suspend a QSE’s rights as a Market Participant when ERCOT reasonably determines that it is an appropriate remedy for the Entity’s failure to satisfy any applicable requirement.
16.2.5
Suspended Qualified Scheduling Entity – Notification to LSEs and Resource Entities Represented



(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 the affected LSEs and Resource Entities that the QSE has been suspended and the effective date of such suspension  


(2)
If an LSE or Resource Entity represented by the failed or suspended QSE is the same Entity as the failed or suspended QSE, the provisions of Section 16.11.6.1.5, Revocation of a Market Participant’s Rights and Termination of Agreements, shall apply to that LSE or Resource Entity, and that LSE or Resource Entity shall not be entitled to become an Emergency QSE.


16.2.6.1
Designation as an Emergency Qualified Scheduling Entity or Virtual Qualified Scheduling Entity
(1)
A “Virtual QSE” is defined as an LSE or Resource Entity whose QSE has provided notice of its intent to terminate its relationship with the LSE and who has not met ERCOT’s creditworthiness requirements to become an Emergency QSE, as set forth in this Section. 
(2)
If a QSE has given Notice of its intent to terminate its relationship with an LSE or Resource Entity, that LSE or Resource Entity, must, by noon on the fourth Business Day after the termination notice date, either
(a) 
Designate a new QSE with such relationship to take effect on the Termination Date, or earlier if allowed by ERCOT; or
(b) 
Satisfy all necessary creditworthiness requirements for QSEs as described in Section 16.2, Registration and Qualification of Qualified Scheduling Entities.  
(3)
If ERCOT has given Notice of an LSE’s or Resource Entity’s QSE’s suspension, that LSE or Resource Entity will be designated as a Virtual QSE for up to two Bank Business Days, during which time it must either 

(a) 
Designate and begin operations with a new QSE; or
(b) 
Satisfy all necessary creditworthiness requirements for QSEs as described in this Section 16.2, Registration and Qualification of Qualified Scheduling Entities, and operate as an Emergency QSE as described below.
(4)
If an LSE or Resource Entity meets the creditworthiness requirements, the LSE or Resource Entity may be designated as an Emergency QSE and may, upon the Termination Date, be issued digital certificates and given access to the MIS as determined by ERCOT.
(5)
If the LSE fails to meet the requirements of one of the above options in the timeframe set forth above, ERCOT shall, after notice to the LSE and the PUCT
, initiate a Mass Transition of the LSE’s ESI IDs pursuant to Section 15.1.2.9, Mass Transition
.
(6)
If a Resource Entity fails to meet the requirements of one of the options set forth in paragraph (1) or (2) above within the requisite timeframe, ERCOT may allow the Resource Entity additional time, as determined by ERCOT staff, to meet the requirements.
(7)
For any Operating Day in which an LSE or Resource Entity is not either represented by a QSE or qualified as an Emergency QSE, ERCOT may designate the LSE or Resource Entity as a Virtual QSE. ERCOT may issue digital certificates to the Virtual QSE for access to the capabilities of the MIS.  A Virtual QSE shall be liable for any and all charges associated with Initial, Final and True-Up Settlements as well as any Resettlements applying to dates during which the Virtual QSE represented ESI IDs or otherwise incurred charges pursuant to these Protocols, along with any and all costs incurred by ERCOT in collecting such amounts.
(8)
ERCOT shall maintain a referral list of qualified QSEs on the MIS Public Area who request to be listed as providing QSE services on short notice. The list shall include the QSE’s name, contact information and whether they are qualified to represent Load and/or Resources and/or provide Ancillary Services. ERCOT shall not be obligated to verify the abilities of any QSE so listed.  ERCOT shall require all QSEs listed to confirm their inclusion on the referral list no later than the start of each calendar year.
16.2.6.2
Market Participation by an Emergency Qualified Scheduling Entity or a Virtual Qualified Scheduling Entity
(1)
An Emergency QSE or a Virtual QSE may only represent itself and may only submit: 
(a)
Energy Trades in which the Emergency QSE or the Virtual QSE is the buyer;
(b)
Capacity Trades in which the Emergency QSE or the Virtual QSE is the buyer;
(c)
Ancillary Service Trades in which the Emergency QSE or the Virtual QSE is the buyer; and
(2)
An Emergency or Virtual QSE may submit DAM Energy Bids. 
(3)
An Emergency QSE or a Virtual QSE may submit those transactions described in paragraph (1) or (2) above, only to the extent that they are intended to serve the Load of the Emergency QSE’s or Virtual QSE’s Customers.  If a Resource Entity, may submit transactions described in item (1) or (2) above only to the extent that those transactions are wholly provided by the Resource Entity’s Resource(s).
16.2.6.3
Requirement to Obtain New Qualified Scheduling Entity or Qualified Scheduling Entity Qualification
Within seven  Business Days after receiving designation as an Emergency QSE, an Emergency QSE must either (1) designate a QSE that will represent the LSE or Resource Entity to ERCOT or (2) fulfill all QSE registration and qualification requirements.  After completing the requirements in item (2), ERCOT may redesignate the Emergency QSE as a QSE.  If an Emergency QSE that is an LSE fails to meet at least one of the requirements listed above within the allotted time, then ERCOT shall, after notice to the Emergency QSE and the PUCT, initiate a Mass Transition of the LSE’s ESI IDs pursuant to Section 15.1.2.9, Mass Transition. If an Emergency QSE that is a Resource Entity fails to meet at least one of the requirements listed above within the allotted time, ERCOT may allow the Resource Entity additional time, as determined by ERCOT staff, to meet the requirements.
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, Suspended Qualified Scheduling Entity – Notification to LSEs and Resource Entities Represented and Section 16.2.6.1, Designation as an Emergency QSE or Virtual QSE apply.
(3)
If a breaching Counter-Party is also an LSE (whether or not the default occurred pursuant to the Counter-Party’s activities as an LSE), then:
(a) 
within 24 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 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.
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