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16 REGISTRATION AND QUALIFICATION OF MARKET PARTICIPANTS 

16.1
Qualification, Registration, and Execution of Agreements

(1)
ERCOT shall require each Market Participant to register and execute the Standard Form Market Participant Agreement and, as applicable, Reliability Must-Run Agreement; and Black Start Agreement.

(2)
A Standard Form Market Participant Agreement is in Section 22, Agreements, and ERCOT shall also post this agreement on the Market Information System (MIS) Public Area.

(3)
ERCOT shall post on the MIS Public Area all registration procedures and applications necessary to complete registration for any function described in these Protocols.  As part of its registration procedures, ERCOT may require one or more of the following:

(a)
Reasonable tests of the ability of a Market Participant to communicate with ERCOT or perform as required under these Protocols;

(b)
An application fee as determined by the ERCOT Board; and

(c)
Related agreements for specific purposes (such as agency designation, meter splitting, or network interconnection) that apply only to some Market Participants.

16.2
Registration and Qualification of Qualified Scheduling Entities

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 Standard Form Market Participant 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 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 Standard Form Market Participant 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.

16.2.2
QSE Application Process  

To register as a QSE, an applicant must submit to ERCOT a completed QSE application and any applicable fee.  ERCOT shall post on the MIS Public Area the form in which QSE applications must be submitted, all materials that must be provided with the QSE application and the fee schedule, if any, applicable to QSE applications.  The QSE application shall be attested to by a duly authorized officer or agent of the applicant.  The QSE applicant shall promptly notify ERCOT of any material changes affecting a pending application using the appropriate form posted on the MIS Public Area.  The application must be submitted at least 60 days before the proposed date of commencement of service.

16.2.2.1
Notice of Receipt of Qualified Scheduling Entity Application

Within three Business Days after receiving a QSE application, ERCOT shall issue to the applicant a written confirmation that ERCOT has received the QSE application.  ERCOT shall return without review any QSE application that does not include the proper application fee.  The remainder of this Section does not apply to any QSE application returned for failure to include the proper application fee.

16.2.2.2
Incomplete Applications  

(1)
Within ten Business Days after receiving a QSE application, ERCOT shall notify the applicant in writing if the application is incomplete.  If ERCOT fails to notify the applicant that the application is incomplete within ten Business Days, then the application is considered complete as of the date ERCOT received it.

(2)
If a QSE application is incomplete, ERCOT’s notice of incompletion to the applicant must explain the deficiencies and describe the additional information necessary to make the QSE application complete.  The QSE applicant has five Business Days after it receives the notice, or a longer period if ERCOT allows, to provide the additional required information.  If the applicant responds to the notice within the allotted time, then the QSE application is considered complete on the date that ERCOT received the complete additional information from the applicant.

(3)
If the applicant does not respond to the incompletion notice within the time allotted, ERCOT shall reject the application and shall notify the applicant using the procedures below.

16.2.2.3
ERCOT Approval or Rejection of Qualified Scheduling Entity Application

(1)
ERCOT may reject a QSE application within ten Business Days after the application has been deemed complete in accordance with this Section.  If ERCOT does not reject the QSE application within ten Business days after the application is deemed complete then the application is deemed approved.

(2)
If ERCOT rejects a QSE application, ERCOT shall send the applicant a rejection letter explaining the grounds upon which ERCOT rejected the QSE application.  Appropriate grounds for rejecting a QSE application include the following:

(a)
Required information is not provided to ERCOT in the allotted time;

(b)
Noncompliance with technical requirements; and

(c)
Noncompliance with other specific eligibility requirements in this Section or in any other Protocols.

(3)
Not later than ten Business Days after receiving a rejection letter, the QSE applicant may challenge the rejection of its QSE application using the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedure.  The applicant may submit a new QSE application and fee at any time, and ERCOT shall process the new QSE application under this Section.

(4)
If ERCOT does not reject the QSE application within ten Business Days after the application has been deemed complete under this Section, ERCOT shall send  the applicant, a Standard Form Market Participant Agreement and any other required agreements relating to use of the ERCOT network, software, and systems for the applicant’s signature.

16.2.3
Remaining Steps for Qualified Scheduling Entity Registration

After a QSE application is deemed approved under Section 16.2.2.3, ERCOT Approval or Rejection of Qualified Scheduling Entity Application, the applicant shall coordinate or perform the following:

(a)
Return the signed Standard Form Market Participant Agreement and other related agreements to ERCOT;

(b)
Coordinate with ERCOT and other Entities, as necessary, to test all communications necessary to participate in the market in the ERCOT Region;

(c)
Submit a Service Filing; and

(d)
Demonstrate compliance with security and financial requirements.

16.2.3.1
Qualified Scheduling Entity Service Filing

(1)
Not less than 15 days before starting any QSE activities with ERCOT, each QSE shall submit a complete “Service Filing,” which includes a QSE Registration Form and a  declaration on any Subordinate QSEs.  ERCOT shall post on the MIS Public Area the forms and procedures to be used by a QSE to submit Service Filings.  The Service Filing must include the following:

(a)
Proof of credit for ERCOT security amount, as detailed below; the security amount must increase or decrease as the number of represented Market Participants and their respective market activities change;

(b)
A complete list of all Market Participants that the QSE intends to represent; the list may be updated only until, but not within, the three days before the QSE starts providing QSE services; and,

(c)
The date upon which the QSE proposes to start QSE activities with ERCOT.

(2)
Not more than three Business Days after receiving each Service Filing, ERCOT shall send a written notice to the QSE that it has received the Service Filing.  If the Service Filing is not complete, ERCOT shall notify the QSE by telephone or by written notice with an explanation of the additional information necessary to complete the Service Filing.

(3)
Not more than ten days after a complete Service Filing (either a filing that is initially complete or one that has been supplemented under the above procedures) is received by ERCOT, ERCOT shall either notify the QSE that it may begin QSE activities upon its proposed start date or that the QSE’s Service Filing is insufficient.

(4)
Not later than ten Business Days after receiving a notice of insufficiency, the QSE may challenge the notice of insufficiency using the dispute resolution procedures in Section 20, Alternative Dispute Resolution Procedure.  The QSE may submit a new Service Filing, and ERCOT shall process the new Service Filing under this Section.

16.2.3.2
Process to Gain Approval to Follow DSR Load

(1)
Each QSE wanting to use Resources to follow DSR Load shall submit a proposal to ERCOT for analysis of the feasibility and reliability of the telemetry required by the proposal.  ERCOT shall either approve or disapprove that proposal based on ERCOT’s ability to monitor the DSR Load behavior.

(2)
Each DSR Load must be associated with a Load meter or group of Load meters.  This includes Load that is calculated by subtracting interchange telemetry from actual generation telemetry, appropriately adjusted for Transmission and Distribution Losses.

16.2.3.3
Maintaining and Updating QSE Information 

Each QSE must timely update information the QSE provided to ERCOT in the application process, and a QSE must promptly respond to any reasonable request by ERCOT for updated information regarding the QSE or the information provided to ERCOT by the QSE, including:

(a)
The QSE’s addresses;

(b)
A list of Affiliates; and

(c)
Designation of the QSE’s officers, directors, Authorized Representatives, Credit Contacts, and User Security Administrator (all per the QSE application) including the addresses (if different), telephone and facsimile numbers, and e-mail addresses for those persons. 

16.2.3.4
Qualified Scheduling Entity Service Termination

(1)
If a QSE intends to terminate representation of a CSE or Resource Entity (other than a CSE or Resource Entity serving as its own QSE, in which case this Section does not apply), the QSE shall provide, no less than 12 Business Days before the specified effective termination date (“Termination Date”), written notice to ERCOT and the CSE or Resource Entity.

(2)
Effective at 2400 on the Termination Date specified by the QSE, the QSE may no longer provide QSE services for or represent the terminated CSE or Resource Entity.  The QSE is responsible for settlement obligations that the QSE has incurred on behalf of the terminated CSE or Resource Entity before the termination. The QSE must participate in Real-Time Operations through the Termination Date and provide updates pursuant to these Protocols for the Operating Day which is the Termination Date.  Notwithstanding the foregoing, if, before the Termination Date, the CSE or Resource Entity: 

(a)
Affiliates itself with a new QSE, or 

(b)
Fulfills ERCOT’s creditworthiness requirements in order to become an Emergency QSE,

the QSE that provided notice of the intent to terminate representation of the CSE or Resource Entity will no longer be responsible for the terminated CSE or Resource Entity upon the effective date of the new QSE’s representation of that CSE or Resource Entity, or the CSE or Resource Entity qualifying as an Emergency QSE.

(3)
Within two Business Days of notice of a QSE’s intent to terminate representation of a CSE, ERCOT shall notify the CSE of the level of credit the CSE must provide, if it becomes an Emergency QSE, and the date by which it must post the required collateral.

16.2.4
Posting of Qualified Scheduling Entity List

ERCOT shall post on the MIS Public Area and maintain a current list of all QSEs.  ERCOT shall include with that posting a cautionary statement that inclusion on that list does not necessarily mean that a QSE is entitled to provide any service to a third party, nor does it obligate a QSE to provide any service to a third party.

16.2.5
Suspended Qualified Scheduling Entity – Notification to CSEs and Resource Entities Represented

(1)
If a QSE can no longer act as a QSE, or if ERCOT suspends the QSE or terminates the Standard Form Market Participant Agreement, ERCOT shall notify the affected CSEs and Resource Entities that the QSE has been suspended and the effective date of such suspension.  

(2)
If a CSE or Resource Entity represented by the failed or suspended QSE is the same Entity as the failed or suspended QSE, the provisions of Section 16.11.6.1.6, Revocation of a Market Participant’s Rights and Termination of Agreements, shall apply to that CSE or Resource Entity, and that CSE or Resource Entity shall not be entitled to become an Emergency QSE.

16.2.6
Emergency Qualified Scheduling Entity

16.2.6.1
Designation as an Emergency Qualified Scheduling Entity or Virtual Qualified Scheduling Entity

(1)
A “Virtual QSE” is defined as a CSE or Resource Entity whose QSE has provided notice of its intent to terminate its relationship with the CSE 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 a CSE or Resource Entity, that CSE 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 a CSE’s or Resource Entity’s QSE’s suspension, that CSE 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 Section 16.2, and operate as an Emergency QSE as described below.

(4)
If a CSE or Resource Entity meets the creditworthiness requirements, the CSE 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 CSE fails to meet the requirements of one of the above options in the timeframe set forth above, ERCOT shall, after notice to the CSE and the PUCT, initiate a Mass Transition of the CSE’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, to meet the requirements.

(7)
For any Operating Day in which a CSE or Resource Entity is not either represented by a QSE or qualified as an Emergency QSE, ERCOT may designate the CSE 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

(1)
Within seven Business Days after receiving designation as an Emergency QSE, an Emergency QSE must either: 

(a)
Designate a QSE that will represent the CSE or Resource Entity to ERCOT or 

(b)
Fulfill all QSE registration and qualification requirements.  After completing the requirements in item (b), ERCOT may redesignate the Emergency QSE as a QSE.  

(2)
If an Emergency QSE that is a CSE 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 CSE’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, to meet the requirements. 
16.2.7
Acceleration

Upon termination of a QSE’s rights as a QSE and the Standard Form Market Participant Agreement or any other Agreement(s) between ERCOT and the QSE, all sums owed to ERCOT are immediately accelerated and are immediately due and owing in full.  At that time, ERCOT may immediately draw upon any security or other collateral pledged to ERCOT and may offset or recoup all amounts due to ERCOT to satisfy those due and owing amounts.

16.3
Registration of Customer Serving Entities

(1)
CSEs provide electric service to Customers and Wholesale Customers.  CSEs include Non-Opt In Entities (NOIEs) that serve Load and Competitive Retailers (CRs) (which includes Retail Electric Providers (REPs)).  Each CSE operating in ERCOT, or in Non-ERCOT portions of Texas in areas where Customer Choice is in effect, must register with ERCOT.  To become registered as a CSE, an Entity must execute a Standard Form Market Participant Agreement (using the form in Section 22) and demonstrate to ERCOT’s reasonable satisfaction that it is capable of performing the functions of a CSE under these Protocols.  Additionally, a REP must demonstrate certification by P.U.C. Subst. R. 25.107, Certification of Retail Electric Providers, and comply with the remaining requirements of this Section.

(2) 
All CRs must participate in and successfully complete testing as described in Section 23, Texas Test Plan Team - Retail Market Testing, prior to commencing operations with ERCOT.

(3)
ERCOT may require that the Entity satisfactorily complete testing of interfaces between the Entity’s systems and relevant ERCOT Systems.  

16.3.1
Technical and Managerial Requirements for Customer Serving Entity Applicants

A CSE applicant must:

(1)
Be capable of complying with all policies, rules, guidelines, registration requirements and procedures established by these Protocols, ERCOT, or other Independent Organizations, if applicable;

(2)
Be capable of purchasing  power from Entities registered with or by ERCOT or the Independent Organizations and capable of complying with its system rules; and,

(3)
Be capable of purchasing capacity and reserves, or other Ancillary Services, as may be required by ERCOT, or other Independent Organizations, to provide adequate electricity to all the applicant’s Customers.

16.3.1.1
Designation of a Qualified Scheduling Entity

(1)
Each CSE applicant within the ERCOT Region shall designate in its application the QSE that will represent the applicant with ERCOT.  Each applicant shall acknowledge in its application that it bears sole responsibility for selecting and maintaining a QSE as its representative.  The applicant shall include in its application a written statement from the designated QSE acknowledging that the QSE accepts responsibility for the applicant’s transactions pursuant to these Protocols.

(2)
A CSE may be required to designate a backup QSE under this Section.

(3)
If a CSE fails to maintain a QSE as its representative, the CSE may be designated as an Emergency QSE as provided in this Section.

16.3.2
Registration Process for Customer Serving Entities

(1)
Any Entity providing electric service to Customers in ERCOT, or in Non-ERCOT portions of Texas in areas where Customer Choice is in effect, must submit to ERCOT a Customer Serving Entity Application (“CSE application”).  ERCOT shall post on the MIS Public Area the form in which CSE applications must be submitted, all materials that must be provided with the CSE application, and the fee schedule, if any, applicable to CSE applications.  

(2)
The CSE application must be attested to by a duly authorized officer or agent of the applicant.  The applicant shall promptly notify ERCOT of any material changes affecting a pending CSE application using the appropriate form posted on the MIS Public Area.  

16.3.2.1
Notice of Receipt of Customer Serving Entity Application

Within three Business Days after receiving a CSE application, ERCOT shall issue the CSE applicant a written confirmation that ERCOT has received the CSE application.  ERCOT shall return without review any CSE application that does not include the proper application fee.  The remainder of this Section does not apply to any CSE application returned for failure to include the proper application fee.

16.3.2.2
Incomplete Customer Serving Entity Applications

(1)
Not more than ten Business Days after receiving a CSE application, ERCOT shall notify the applicant in writing whether the application is complete.

(2)
If ERCOT determines that a CSE application is not complete, ERCOT’s notice must explain the reasons for that determination and the additional information necessary to make the application complete.  The applicant has five Business Days from receiving ERCOT’s notice, or such longer period as ERCOT may allow, to provide the additional information set forth in ERCOT’s notice.  If the applicant timely responds to ERCOT’s notice with the required additional information, then the application is deemed complete on the date that ERCOT receives the applicant’s response.

(3)
If the applicant does not timely respond to ERCOT’s Notice, then the application must be rejected, and ERCOT shall retain any application fee included with the application.

16.3.2.3
ERCOT Approval or Rejection of Customer Serving Entity Application

(1)
ERCOT may reject a CSE application within ten Business Days after the application has been deemed complete in accordance with this Section.  If ERCOT does not reject the CSE application within ten Business Days after the application is deemed complete then the application is deemed approved.

(2)
If ERCOT rejects a CSE application, ERCOT shall send the CSE applicant a rejection letter explaining the grounds upon which ERCOT rejected the CSE application.  Appropriate grounds for rejecting a CSE application include the following:

(a)
Required information is not provided to ERCOT in the allotted time;

(b)
Noncompliance with technical requirements; and

(c)
Noncompliance with other specific eligibility requirements set forth in this Section or in any other part of these Protocols.

(3)
Not later than ten Business Days after receiving a rejection letter, the CSE applicant may challenge the rejection of its CSE application using the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedure.  The applicant may submit a new CSE application and fee at any time, and ERCOT shall process the new CSE application under this Section.

16.3.3 
Changing QSE Designation 

(1)
A CSE may change its designation of QSE no more than once in any consecutive three days.  

(2)
The CSE shall include a written statement from the designated QSE acknowledging that the QSE accepts responsibility for the CSE’s transactions under these Protocols.

(3)
If a CSE’s representation by a QSE will terminate or the CSE intends to be represented by a different QSE, the CSE shall submit updated QSE designation information to ERCOT no less than six days prior to the effective date.  Within two days of receiving that notice, ERCOT shall notify all affected Entities, including the CSE’s current QSE, of the effective date of the change.

16.3.4
Maintaining and Updating Customer Serving Entity Information 

Each CSE must timely update information the CSE provided to ERCOT in the application process, and a CSE must promptly respond to any reasonable request by ERCOT for updated information regarding the CSE or the information provided to ERCOT by the CSE, including:

(a)
The CSE’s addresses;

(b)
A list of Affiliates; and

(c)
Designation of the CSE’s officers, directors, Authorized Representatives, and User Security Administrator (all per the CSE application) including the addresses (if different), telephone and facsimile numbers, and e-mail addresses for those persons.

16.3.5
Customer Serving Entities Outside of ERCOT

(1)
CSEs operating only outside of the ERCOT Region are not required to designate a QSE.

(2)
Each CSE operating only outside of the ERCOT Region but within Texas (“Non-ERCOT CSE”) is required to register with ERCOT but is not required to comply with those sections of the Protocols that relate only to operations in the ERCOT Region.

16.4
Registration of ERCOT and Non-ERCOT Transmission Owners and Distribution Providers

(1)
Each Entity operating as a Transmission Owner or Distribution Provider within the ERCOT Region, including Municipally Owned Utilities and Electric Cooperatives, shall register as a Transmission Owner or Distribution Provider, or both, as applicable, with ERCOT.  Any Distribution Provider operating only outside of the ERCOT Region, but within Texas (“Non-ERCOT Distribution Provider”) shall also register as a Distribution Provider, but Non-ERCOT Distribution Providers are not required to comply with sections of the Protocols relating only to operations in the ERCOT Region.  To register as a Transmission Owner or Distribution Provider, an Entity must comply with the backup plan requirements in the Operating Guides, execute a Standard Form Market Participant Agreement (using the form provided in Section 22), and be capable of performing the functions of a Transmission Owner or Distribution Provider, as applicable, as described in these Protocols. 

(2)
Distribution Providers operating within portions of Texas in areas where Customer Choice is in effect (including Opt-In MOUs and Opt-In Co-ops) must participate in and successfully complete testing as described in Section 23, Texas Test Plan Team - Retail Market Testing, before starting operations with ERCOT.

16.5
Registration of a Resource Entity 

A Resource Entity owns or controls an All-Inclusive Resource connected to the ERCOT System.  Each Resource Entity operating in ERCOT must register with ERCOT.  To become registered as a Resource Entity, an Entity must execute a Standard Form Market Participant Agreement (using the form in Section 22) and demonstrate to ERCOT’s reasonable satisfaction that it is capable of performing the functions of a Resource Entity under these Protocols.

16.5.1
Technical and Managerial Requirements for Resource Entity Applicants

A Resource Entity applicant must:

(1)
Be capable of complying with all policies, rules, guidelines, registration requirements, and procedures established by these Protocols, ERCOT, or other Independent Organizations, if applicable; and

(2)
Be capable of purchasing power from Entities registered with or by ERCOT or the Independent Organizations and capable of complying with its system rules.

16.5.1.1
Designation of a Qualified Scheduling Entity

(1)
Each Resource Entity applicant within the ERCOT Region shall designate in its application the QSE that will represent the applicant with ERCOT.  Each applicant shall acknowledge in its application that it bears sole responsibility for selecting and maintaining a QSE as its representative.  The applicant shall include in its application a written statement from the designated QSE acknowledging that the QSE accepts responsibility for the applicant’s transactions pursuant to these Protocols.

(2)
A Resource Entity may be required to designate a backup QSE under this Section.

16.5.1.2
Waiver for Federal Hydroelectric Facilities

(1)
ERCOT may grant a waiver to any federally owned hydroelectric All-Inclusive Resource within the ERCOT System from fulfilling the requirements in Section 16.5, Registration of a Resource Entity, as they pertain to the submission of a Resource Entity application and the execution of a Standard Form Market Participant Agreement.  ERCOT may grant such waiver after the federally owned hydroelectric Resource Entity provides ERCOT with the following:

(a)
All information necessary to meet the Resource Entity registration requirements as provided in this Section;

(b)
The designation of a QSE for each All-Inclusive Resource that it owns or controls; and

(c)
Assignment of each All-Inclusive Resource’s ESI ID to a CSE serving any Load or net Load, if the All-Inclusive Resource is net metered and will be connected to the ERCOT System.  Such Load, if retail Load, is subject to all applicable rules and procedures, including rules concerning disconnection and Provider of Last Resort service, applicable to other retail points of delivery.

16.5.1.3
Waiver for Block Load Transfer Resources

ERCOT may grant a waiver to a Resource Entity for a Block Load Transfer (BLT) Resource from fulfilling the requirements in Section 16.5, Registration of a Resource Entity, as they pertain to the submission of a Resource Entity application and the execution of a Standard Form Market Participant Agreement.  ERCOT may grant such waiver after the Resource Entity for the BLT Resource provides ERCOT with the following:

(a)
All applicable information necessary to meet the  Resource Entity registration requirements as provided in this Section; and,

(b)
The designation of a QSE for the BLT Resource.

16.5.2
Registration Process for a Resource Entity

(1)
To register as a Resource Entity, an applicant must submit to ERCOT a completed Resource Entity application and any applicable fee.  ERCOT shall post on the MIS Public Area the form in which Resource Entity applications must be submitted, all materials that must be provided with the Resource Entity application.  

(2)
The Resource Entity application must be attested to by a duly authorized officer or agent of the applicant.  The applicant shall promptly notify ERCOT of any material changes affecting a pending Resource Entity application using the appropriate form posted on the MIS Public Area.  

16.5.2.1
Notice of Receipt of Resource Entity Application

Within three Business Days after receiving a Resource Entity application, ERCOT shall issue the Resource Entity applicant a written confirmation that ERCOT has received the application.  ERCOT shall return without review any Resource Entity application that is not complete.

16.5.2.2
Incomplete Resource Entity Applications

(1)
Not more than ten Business Days after receiving a Resource Entity application, ERCOT shall notify the applicant in writing whether the application is complete.

(2)
If ERCOT determines that a Resource Entity application is not complete, ERCOT’s notice must explain the reasons for that determination and the additional information necessary to make the application complete.  The applicant has five Business Days from receiving ERCOT’s notice, or such longer period as ERCOT may allow, to provide the additional information set forth in ERCOT’s notice.  If the applicant timely responds to ERCOT’s notice with the required additional information, then the application is deemed complete on the date that ERCOT receives the applicant’s response. 

(3)
If the applicant does not timely respond to ERCOT’s notice, then the application must be rejected, and ERCOT shall retain any application fee included with the application.

16.5.2.3
ERCOT Approval or Rejection of a Resource Entity Application

(1)
ERCOT may reject a Resource Entity application within ten Business Days after the application has been deemed complete in accordance with this Section.  If ERCOT does not reject the Resource Entity application within ten Business Days after the application is deemed complete then the application is deemed approved.

(2)
If ERCOT rejects a Resource Entity application, ERCOT shall send the Resource Entity applicant a rejection letter explaining the grounds upon which ERCOT rejected the Resource Entity application.  Appropriate grounds for rejecting a Resource Entity application include the following:

(a)
Required information is not provided to ERCOT in the allotted time;

(b)
Noncompliance with technical requirements; and

(c)
Noncompliance with other specific eligibility requirements set forth in this Section or in any other part of these Protocols.

(3)
Not later than ten Business Days after receiving a rejection letter, the Resource Entity applicant may challenge the rejection of its Resource Entity application using the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedure.  The applicant may submit a new Resource Entity application and fee at any time, and ERCOT shall process the new Resource Entity application under this Section.

16.5.3
Changing QSE Designation

(1)
A Resource Entity may change its designation of QSE no more than once in any consecutive three days.  

(2)
The Resource Entity shall include a written statement from the designated QSE acknowledging that the QSE accepts responsibility for the Resource Entity’s transactions under these Protocols.

(3)
If a Resource Entity’s representation by a QSE will terminate or the Resource Entity intends to be represented by a different QSE, the Resource Entity shall submit updated QSE designation information to ERCOT no less than six days prior to the effective date.  Within two days of receiving that notice, ERCOT shall notify all affected Entities, including the Resource Entity’s current QSE, of the effective date of the change.

16.5.4
Maintaining and Updating Resource Entity Information 

(1)
Each Resource Entity must timely update information the Resource Entity provided to ERCOT in the application process, and a Resource Entity must promptly respond to any reasonable request by ERCOT for updated information regarding the Resource Entity or the information provided to ERCOT by the Resource Entity, including:

(a)
The Resource Entity’s addresses;

(b)
A list of Affiliates; and

(c)
Designation of the Resource Entity’s officers, directors, Authorized Representatives, and User Security Administrator (all per the Resource Entity application) including the addresses (if different), telephone and facsimile numbers, and e-mail addresses for those persons.

(2)
If a Resource Entity has a Switchable Generation Resource with a requirement in a non-ERCOT Control Area for the months of July through August (“Peak Period”), it shall report to ERCOT in writing, annually by April 1, the days that the identified capacity will not be available to the ERCOT System during the Peak Period. 

16.6
Registration of Municipally Owned Utilities and Electric Cooperatives in the ERCOT Region
(1)
Each Municipally Owned Utility (MOU) and Electric Cooperative (EC) shall register with ERCOT and sign the Agreements that apply to the functions it performs in the ERCOT Region, regardless of whether planning to be a Non-Opt-In Entity (NOIE) or a Competitive Retailer.

(2)
Each MOU and EC that decides to opt in shall register as a Competitive Retailer and notify ERCOT of its intentions six months prior to opting in.  

(3)
Each MOU and EC shall designate a QSE with ERCOT on its behalf.

(4)
ERCOT shall create and assign each NOIE an ESI ID to each NOIE wholesale point of delivery as specified in these Protocols.  The ESI IDs must be assigned to an LSE.

16.7
Registration of Renewable Energy Credit Account Holders

Each Entity intending to participate in the REC Program shall register with ERCOT and execute a Standard Form Market Participant Agreement  prior to participation in the REC Program.

16.8
Registration and Qualification of Congestion Revenue Rights Account Holders

16.8.1
Criteria for Qualification as a CRR Account Holder 

(1)
To become and remain a CRR Account Holder, an Entity must meet the following requirements: 

(a)
Submit a properly completed CRR Account Holder application for qualification, including any applicable fee and including designation of  “Authorized Representatives,” each of whom is responsible for administrative communications with the CRR Account Holder and each of whom has enough authority to commit and bind the CRR Account Holder;

(b)
Sign a Standard Form Market Participant 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 CRR Account Holder; 

(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 CRR Account Holder 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 its settlement charges under these Protocols; and

(j) 
Not be an unbundled Transmission Owner, Distribution Provider, or an ERCOT employee.

(2)
A CRR Account Holder 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 CRR Account Holder to ERCOT that may adversely affect the financial security of ERCOT.  If the CRR Account Holder fails to so notify ERCOT within one day after the change, then ERCOT may refuse to allow the CRR Account Holder to perform as a CRR Account Holder 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. 

(3)
Continued qualification as a CRR Account Holder is contingent upon compliance with all applicable requirements in these Protocols.  ERCOT may suspend a CRR Account Holder’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.

16.8.2
CRR Account Holder Application Process  

To register as a CRR Account Holder, an applicant must submit to ERCOT a completed CRR Account Holder application and any applicable fee.  ERCOT shall post on the MIS Public Area the form in which CRR Account Holder applications must be submitted, all materials that must be provided with the CRR Account Holder application and the fee schedule, if any, applicable to CRR Account Holder applications.  The CRR Account Holder application shall be attested to by a duly authorized officer or agent of the applicant.  The CRR Account Holder applicant shall promptly notify ERCOT of any material changes affecting a pending application using the appropriate form posted on the MIS Public Area.  The application must be submitted at least 15 days before the first day of participation in the CRR Auction process or purchase of CRRs.

16.8.2.1
Notice of Receipt of CRR Account Holder Application

Within three Business Days after receiving a CRR Account Holder application, ERCOT shall issue to the applicant a written confirmation that ERCOT has received the CRR Account Holder application.  ERCOT shall return without review any CRR Account Holder application that does not include the proper application fee.  The remainder of this Section does not apply to any CRR Account Holder application returned for failure to include the proper application fee.

16.8.2.2
Incomplete Applications  

(1)
Within ten Business Days after receiving a CRR Account Holder application, ERCOT shall notify the applicant in writing if the application is incomplete.  If ERCOT fails to notify the applicant that the application is incomplete within ten Business Days, then the application is considered complete as of the date ERCOT received it.

(2)
If a CRR Account Holder application is incomplete, ERCOT’s notice of incompletion to the applicant must explain the deficiencies and describe the additional information necessary to make the CRR Account Holder application complete.  The CRR Account Holder applicant has five Business Days after it receives the notice, or a longer period if ERCOT allows, to provide the additional required information.  If the applicant responds to the notice within the allotted time, then the CRR Account Holder application is considered complete on the date that ERCOT received the complete additional information from the applicant.

(3)
If the applicant does not respond to the incompletion notice within the time allotted, ERCOT shall reject the application and shall notify the applicant using the procedures below.

16.8.2.3
ERCOT Approval or Rejection of CRR Account Holder Application

(1)
ERCOT may reject a CRR Account Holder application within ten Business Days after the application has been deemed complete in accordance with this Section.  If ERCOT does not reject the CRR Account Holder application within ten Business days after the application is deemed complete then the application is deemed approved.

(2)
If ERCOT rejects a CRR Account Holder application, ERCOT shall send the applicant a rejection letter explaining the grounds upon which ERCOT rejected the CRR Account Holder application.  Appropriate grounds for rejecting a CRR Account Holder application include the following:

(a)
Required information is not provided to ERCOT in the allotted time;

(b)
Noncompliance with technical requirements; and

(c)
Noncompliance with other specific eligibility requirements in this Section or in any other Protocols.

(3)
Not later than ten Business Days after receiving a rejection letter, the CRR Account Holder applicant may challenge the rejection of its CRR Account Holder application using the dispute resolution procedures set forth in Section 20, Alternative Dispute Resolution Procedure.  The applicant may submit a new CRR Account Holder application and fee at any time, and ERCOT shall process the new CRR Account Holder application under this Section.

(4)
If ERCOT does not reject the CRR Account Holder application within ten Business Days after the application has been deemed complete under this Section, ERCOT shall send  the applicant, a Standard Form Market Participant Agreement and any other required agreements relating to use of the ERCOT network, software, and systems for the applicant’s signature.

16.8.3
Remaining Steps for CRR Account Holder Registration

After a CRR Account Holder application is deemed approved under Section 16.8.2.3, ERCOT Approval or Rejection of CRR Account Holder Application, the applicant shall coordinate or perform the following:

(a)
Return the signed Standard Form Market Participant Agreement and other related agreements to ERCOT; and

(b)
Demonstrate compliance with security and financial requirements.

16.8.3.1
Maintaining and Updating CRR Account Holder Information 

Each CRR Account Holder must timely update information the CRR Account Holder provided to ERCOT in the application process, and a CRR Account Holder must promptly respond to any reasonable request by ERCOT for updated information regarding the CRR Account Holder or the information provided to ERCOT by the CRR Account Holder, including:

(a)
The CRR Account Holder’s addresses;

(b)
A list of Affiliates; and

(c)
Designation of the CRR Account Holder’s officers, directors, Authorized Representatives, Credit Contacts, and User Security Administrator (all per the CRR Account Holder application) including the addresses (if different), telephone and facsimile numbers, and e-mail addresses for those persons. 

16.9
Resources Providing Reliability Must-Run Service

Any Entity providing Reliability Must-Run (RMR) Service must comply with all the requirements to become a Resource Entity under this Section and must sign an RMR Agreement (Section 22, Attachment B, Standard Form Reliability Must-Run Agreement).  

16.10
Resources Providing Black Start Service

Any Entity providing Black Start Service must comply with all the requirements to become a Resource Entity under this Section and must sign a Black Start Agreement (Section 22, Attachment ??, Standard Form Black Start Agreement). 

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.  

16.11.1
ERCOT Creditworthiness Requirements for Counter-Parties 

Each Counter-Party shall meet ERCOT’s creditworthiness standards as provided in this Section.  A Counter-Party must, at all times, maintain its Financial Security at or above the amount of its Total Potential Exposure (TPE) minus its Unsecured Credit Limit.  Each Counter-Party shall maintain any required Financial Security in a form acceptable to ERCOT in its sole discretion.  If at any time the Counter-Party does not meet ERCOT’s creditworthiness requirements, then ERCOT may suspend the Counter-Party’s rights under these Protocols until it meets those creditworthiness requirements.  ERCOT’s failure to suspend the Counter-Party’s rights on any particular occasion does not prevent ERCOT from suspending those rights on any subsequent occasion, including a CRR Account Holder’s ability to bid on future CRRs or a QSE’s ability to bid in the Day-Ahead Market. 

16.11.2
Requirements for Setting a Counter-Party’s Unsecured Credit Limit

(1)
The terms Minimum Credit Rating, Credit Rating, Minimum Equity, Minimum Average Times/Interest Earning Ratio (TIER) and Debt Service Coverage (DSC) Ratios, Maximum Debt to Total Capitalization Ratio, Minimum Equity to Assets Ratio, Minimum Earnings Before Interest, Taxes, Depreciation, Amortization (EBITDA) to Interest and Current Maturities of Long-Term Debt (CMLTD) ratio, Unsecured Credit Limit and Minimum Equity Ratios are defined in the ERCOT Creditworthiness Standards adopted by the ERCOT Board and published on the MIS Public Area. 

(2)
ERCOT, in its sole discretion, may set an Unsecured Credit Limit for a Counter-Party if it meets one of the following requirements: 

(a)
Has at least the required Minimum Equity and a Credit Rating that meets or exceeds the Minimum Credit Rating; or

(b)
Is an Electric Cooperative without a Credit Rating, and:

(i)
Is a Rural Utilities Service (RUS) distribution borrower or power supply borrower as those terms are used in Chapter 7 of the Code of Federal Regulations, (7 C.F.R.) § 1717.656 (2005); 

(ii)
Maintains at least the required minimum average TIER and DSC ratios, as defined in 7 C.F.R § 1710.114 (2005)

(iii)
Maintains at least the required Minimum Equity to Assets Ratio; and 

(iv)
Maintains at least the required Minimum Equity; or

(c)
Is a Municipal Entity without a Credit Rating, and

(i)
Maintains at least the required minimum average TIER and DSC ratios; 

(ii)
Maintains at least the required Minimum Equity to Assets Ratio; and 

(iii)
Maintains at least the required Minimum Equity; or

(d)
Is a privately held company without a Credit Rating, and 

(i)
Has equity in the amount equal to or greater than the required Minimum Equity; 

(ii)
Maintains at most the  Maximum Debt to Total Capitalization Ratio; and 

(iii)
Maintains at least the required Minimum Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA) to Interest and Current Maturities of Long-Term Debt (CMLTD) ratio. 

16.11.3
Alternative Means of Satisfying ERCOT Creditworthiness Requirements

If a Counter-Party is required to provide Financial Security under these Protocols, then it may do so through one or more of the following means:

(a)
Another Entity may give a guarantee to ERCOT, if ERCOT has set an Unsecured Credit Limit for the Entity under the standards in Section 16.11.2, Requirements for Setting a Counter-Party’s Unsecured Credit Limit, paragraph (2).  ERCOT shall value the guarantee based on the guarantor’s Unsecured Credit Limit and other obligations the guarantor has under these Protocols or other contracts with ERCOT. The guarantee must be given using one of the ERCOT Board-approved standard guarantee forms.

(b)
The Counter-Party may give an unconditional, irrevocable letter of credit naming ERCOT as the beneficiary.  ERCOT may, in its sole discretion, reject the letter of credit if the issuer is unacceptable to ERCOT or if the conditions under which ERCOT may draw against the letter of credit are unacceptable to ERCOT.  The letter of credit must be given using the ERCOT Board-approved standard letter of credit form.

(c)
The Counter-Party may give a surety bond naming ERCOT as the beneficiary.  The surety bond must be signed by a surety acceptable to ERCOT, in its sole discretion, in compliance with limits set by the ERCOT Creditworthiness Standards, and must be in the form of ERCOT’s standard surety bond form.

(d)
The Counter-Party may deposit cash in an account designated by ERCOT with the understanding that ERCOT may draw part or all of the deposited cash to satisfy any overdue payments owed by the Counter-Party to ERCOT.  The account may bear interest payable directly to the Counter-Party, but any such arrangements may not restrict ERCOT’s immediate access to the cash. ERCOT has a security interest in all property delivered by the Counter-Party to ERCOT from time to time to meet the creditworthiness  requirements, and that property secures all amounts owed by the Counter-Party to ERCOT. 

16.11.4
Determination and Monitoring of Counter-Party Credit Exposure

16.11.4.1
Determination of Total Potential Exposure for a Counter-Party

(1)
A Counter-Party’s “Total Potential Exposure” (TPE) is, (i) for a Counter-Party that has granted ERCOT a first priority security interest in receivables generated under or in connection with the Counter-Party Agreement or is an Electric Cooperative or an Entity created under Texas Water Code (TWC) § 222.001, Creation,, the algebraic sum of its current and future credit exposures, and (ii) for every other Counter-Party, the sum of its current credit exposure, if positive, and future credit exposures, if positive. 

(a)
Current credit exposure is calculated as the Initial Estimated Liability (IEL) or the greater of its Estimated Aggregate Liability (EAL), Aggregate Incremental Liability (AIL) or the sum of its EAL and AIL.  Current credit exposure includes the following:

(i)
Obligations as a result of the Adjustment Period operations and Real-Time operations, including emergency operations;  

(ii)
Known obligations in the Day-Ahead Market; and 

(iii)
CRR-related known obligations. 

(b)
Future Credit Exposure is calculated as the FCE that reflects the future mark to market value of CRRs registered in the name of the Counter-Party.

(2)
For a Counter-Party that has granted ERCOT a first priority security interest in receivables generated under or in connection with the Counter-Party Agreement or is an Electric Cooperative or an Entity created under TWC §222.001:


TPE 
= 
Max [(IEL for the first 60 days), EAL, AIL, (EAL+AIL)] + FCE

For all other Counter-Parties:

TPE 
= 
Max [0, (IEL for the first 60 days), EAL, AIL, (EAL+AIL)] + Max [0, FCE]

(3)
If ERCOT, in its sole discretion, determines that the TPE for a Counter-Party calculated under paragraph (1) above does not adequately match the financial risk created by that Counter-Party’s activities under these Protocols, then ERCOT may set a different TPE for that Counter-Party.  ERCOT shall, to the extent practical, give to the Counter-Party the information used to determine that different TPE.  ERCOT shall provide written or electronic notice to the Counter-Party of the basis for ERCOT’s assessment of the Counter-Party’s financial risk and the resulting creditworthiness requirements.

16.11.4.2
Determination of Counter-Party Initial Estimated Liability

(1)
For each Counter-Party, ERCOT shall determine an Initial Estimated Liability (IEL) for purposes of Section 16.11.3, Alternative Means of Satisfying ERCOT Creditworthiness Requirements, until ERCOT issues the first Invoice for the Counter-Party.  After ERCOT issues the first Invoice, it shall calculate credit exposure based on the Counter-Party’s Estimated Aggregate Liability (EAL). 

(2) 
For a Counter-Party that is a QSE representing only Customer Serving Entities (CSEs), ERCOT shall calculate the IEL using the following formula: 

IEL = DEL ( Max [0.2, RTEFL] ( RTAEP ( 40

The above variables are defined as follows:

	Variable
	Unit
	Description

	IEL
	$
	Initial Estimated Liability(The Counter-Party’s Initial Estimated Liability.

	DEL
	MWh
	Daily Estimated Load(The Counter-Party’s estimated average daily Load as determined by ERCOT based on information provided by the Counter-Party. 

	RTEFL
	none
	Real-Time Energy Factor for Load - The ratio of the Counter-Party’s estimated energy purchases in the Real-Time market as determined by ERCOT based on information provided by the Counter-Party, to the Counter-Party’s Daily Estimated Load.

	RTAEP
	$/MWh
	Real-Time Average Energy Price(Average Settlement Point Price for the “ERCOT 345” as defined in Section 3.5.2.5, ERCOT Hub Average 345  kV Trading Hub (ERCOT 345), based upon the previous seven days’ average Real-Time Settlement Point Prices. 


(3) 
For a Counter-Party that is a QSE representing only Resources, ERCOT shall calculate the IEL using the following formula: 

IEL
=
DEG ( Max [0.2, RTEFG] ( RTAEP ( 40

The above variables are defined as follows:

	Variable
	Unit
	Description

	IEL
	$
	Initial Estimated Liability(The Counter-Party’s Initial Estimated Liability.

	DEG
	MWh
	Daily Estimated Generation(The Counter-Party’s estimated average daily generation as determined by ERCOT based on information provided by the Counter-Party.

	RTEFG
	none
	Real-Time Energy Factor for Generation( The ratio of the Counter-Party’s estimated energy sales in the Real-Time market as determined by ERCOT based on information provided by the Counter-Party, to the Counter-Party’s Daily Estimated Generation.

	RTAEP
	$/MWh
	Real-Time Average Energy Price(Average Settlement Point Price for the “ERCOT 345” as defined in Section 3.5.2.5, ERCOT Hub Average 345  kV Trading Hub (ERCOT 345), based upon the previous seven days average Real-Time Settlement Point Prices.


(4)
For a Counter-Party that is a QSE representing both CSEs and Resource Entities, ERCOT shall calculate the Counter-Party’s IEL using the following formula:

IEL
=
DEL ( Max [0.1, RTEFL] ( RTAEP ( 40 + DEG ( Max [0.1, RTEFG] ( RTAEP ( 40

The above variables are defined as follows: 

	Variable
	Unit
	Description

	IEL
	$
	Initial Estimated Liability(The Counter-Party’s Initial Estimated Liability.

	DEL
	MWh
	Daily Estimated Load( The Counter-Party’s estimated average daily Load as determined by ERCOT based on information provided by the Counter-Party.

	DEG
	MWh
	Daily Estimated Generation( The Counter-Party’s estimated average daily generation as determined by ERCOT based on information provided by the Counter-Party.

	RTEFL
	none
	Real-Time Energy Factor for Load( The ratio of the Counter-Party’s estimated energy purchases in the Real-Time market as determined by ERCOT based on information provided by the Counter-Party, to the Counter-Party’s Daily Estimated Load.

	RTAEP
	$/MWh
	Real-Time Average Energy Price( Average Settlement Point Price for the “ERCOT 345” as defined in Section 3.5.2.5, ERCOT Hub Average 345  kV Trading Hub (ERCOT 345), based upon the previous seven days’ average Real-Time Settlement Point Prices.

	RTEFG
	none
	Real-Time Energy Factor for Generation— The ratio of the Counter-Party’s estimated energy sales in the Real-Time market as determined by ERCOT, based on information provided by the Counter-Party, to the Counter-Party’s Daily Estimated Generation.


(5)
For a Counter-Party that is only a CRR Account Holder and is not a QSE, the IEL is zero.

16.11.4.3
Determination of Counter-Party Estimated Aggregate Liability

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


16.11.4.5
Determination of the Counter-Party Future Credit Exposure

(1)
ERCOT shall monitor and calculate the Counter-Party’s Future Credit Exposure (FCE) on Business Days 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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(ACPEh, (j,k)*OBLMWo, h, (j,k))
FMMOBLo = 
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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 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

	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 the DAM is executed but specific DAM Settlement Point Price s are not available, ERCOT may use the appropriate Hub prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	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 the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Hub prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	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 the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Hub prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.  

	 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 the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Hub prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	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 the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Hub prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	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 the DAM is executed but specific DAM Settlement Point Prices are not available, ERCOT may use the appropriate Hub prices instead.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	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.  If the DAM is not executed for an operating day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	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.  If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	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.    If the DAM is not executed for an Operating Day, ERCOT shall use the Real Time Market Settlement Point Prices for that Operating Day.

	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, Annual or other auction as permitted by Sections 16.11.6.1.4, Repossession of CRRs by ERCOT, and 16.11.6.1.5, Declaration of Forfeit of CRRs, shall communicate to ERCOT the credit limit it would like to establish for the CRR Auction no later than three 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 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 the credit limit for DAM Participation calculated in item (1) above on the Counter-Party’s QSEs and all Subordinate QSEs combined participation in the DAM as described in Section 4.4.10, Credit Requirement for DAM Bids and Offers.
16.11.5
Monitoring of a Counter-Party’s Creditworthiness and Credit Exposure by ERCOT

(1)
ERCOT shall monitor the creditworthiness and credit exposure of each Counter-Party or its guarantor, if any.  To enable ERCOT to monitor creditworthiness, each Counter-Party shall provide to ERCOT:  

(a)
Its own or its guarantor’s quarterly (semi-annually, if the guarantor is foreign and rated by a rating agency acceptable to ERCOT) unaudited financial statements not later than 60 days (90 days if the guarantor is foreign and rated by a rating agency acceptable to ERCOT) after the close of each of the issuer’s fiscal quarters; if an issuer’s financial statements are publicly available electronically and the issuer provides to ERCOT sufficient information to access those financial statements, then the issuer is considered to have met this requirement. 

(b)
Its own or its guarantor’s annual audited financial statements not later than 120 days after the close of each of the issuer’s fiscal year; if an issuer’s financial statements are publicly available electronically and the issuer provides to ERCOT sufficient information to access those financial statements, then the issuer is considered to have met this requirement.  ERCOT may extend the period for providing interim unaudited or annual audited statements on a case-by-case basis.

(c)
Notice of a material change.  A Counter-Party that has been granted an Unsecured Credit Limit pursuant to Section 16.11.2, Requirements for Setting a Counter-Party’s Unsecured Credit Limit, shall inform ERCOT within one Business Day if it has experienced a material change in its operations, financial condition or prospects that might adversely affect the Counter-Party and require a revision to its Unsecured Credit Limit.  ERCOT may require the Counter-Party to meet one of the credit requirements of Section 16.11.3, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.  

(2)
A Counter-Party that meets all or part of its creditworthiness requirements using a method provided in Section 16.11.3, is responsible, at all times, for maintaining Financial Security in an amount equal to or greater than that Counter-Party’s TPE minus its Unsecured Credit Limit.  ERCOT shall promptly notify each Counter-Party of the need to increase its Financial Security, and allow the Counter-Party time as defined in paragraph (3)(a)  below  to provide additional Financial Security to maintain compliance with this subsection. 

(a)
When the Counter-Party’s TPE as defined in Section 16.11.4,  Determination and Monitoring of Counter-Party Credit Exposure, reaches 90% of its Financial Security, ERCOT shall use reasonable efforts to electronically issue a warning to the Counter-Party’s Authorized Representative and Credit Contact advising the Counter-Party that it should consider increasing its Financial Security.  However, failure to issue that warning does not prevent ERCOT from exercising any of its other rights under this Section.

(b)
ERCOT may suspend a Counter-Party when that Counter-Party’s TPE as defined in Section 16.11.4, equals or exceeds 100% of the sum of its Unsecured Credit Limit and its Financial Security.  The Counter-Party is responsible, at all times, for managing its activity within its TPE or increasing its Financial Security to avoid reaching its limit.  Any failure by ERCOT to send a notice as set forth in this Section does not relieve the Counter-Party from the obligation to maintain Financial Security in an amount equal to or greater than that Counter-Party’s TPE as defined in Section 16.11.4. 

(3) To the extent that a Counter-Party fails to maintain Financial Security in an amount equal to or greater than its TPE as defined in Section 16.11.4:

(a)
ERCOT shall promptly notify the Counter-Party, on a Business Day, of the amount by which its Financial Security must be increased and allow it 

(i) 
Until 1500 on the second Bank Business Day from the date on which ERCOT delivered the notice to increase its Financial Security if ERCOT delivered its notice before 1500 on a Business Day, or 

(ii) 
Until 1700 on the second Bank Business Day from the date on which ERCOT delivered notification to increase its Financial 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 Bank Business Day on which the security was due; however, failure to notify the Counter-Party’s representatives or contact that the required security was not received does not prevent ERCOT from exercising any of its other rights under this Section.

(b)
At the same time it notifies the Counter-Party that is the QSE, ERCOT may notify each CSE and Resource Entity represented by the Counter-Party that the CSE or Resource Entity may be required to designate a new QSE if its current QSE fails to increase its Financial Security. 

(c)
ERCOT is not required to make any payment to that Counter-Party unless and until the Counter-Party increases its Financial Security.  The payments that ERCOT will not make to a Counter-Party include Invoice receipts, CRR Revenues, CRR Credits, reimbursements for short payments, and any other reimbursements or credits under any other agreement between the Market Participant and ERCOT.  ERCOT may retain all such amounts until the Counter-Party has fully discharged all payment obligations owed to ERCOT under the Counter-Party Agreement, other agreements, and these Protocols. 

(d)
ERCOT may reject any bids or offers in a CRR Auction from the Counter-Party until it has increased its Financial Security.  ERCOT may reject any bids or offers from the Counter-Party in the Day-Ahead Market until it has increased its Financial Security.

(4)
If a Counter-Party increases its Financial Security by the deadline in paragraph (3)(a) above, then ERCOT may notify each CSE and Resource Entity represented by the Counter-Party.

(5)
If a Counter-Party increases its Financial Security by the deadline in paragraph (3)(a) above, then ERCOT shall release any payments held.

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, is paid to ERCOT by close of the Bank Business Day on which it is due. 

(2)
If a Market Participant receives separate Invoices for Subordinate QSE or various CRR Account Holder activity, netting by the Market Participant of the amounts due to ERCOT with amounts due to the Market Participant among those Invoices for payment purposes is not permitted.  The amounts due to ERCOT on the separate Invoices for each Market Participant  must be paid by the close of the Bank Business Day on which it is due.  If a Market Participant does not pay the full amount due to ERCOT for all such Invoices by the required time, ERCOT shall deduct any and all amounts due and unpaid from any amounts due to the same 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 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 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 by a Market Participant.  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, 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 cures the Payment Breach by paying 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 and all other agreements 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 within the cure period, 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

Upon a Payment Default, 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 other 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 fullest extent allowed by law.  The entire unpaid net balance owed to ERCOT by the Market Participant, at ERCOT’s option, and its sole discretion, is immediately due and payable without further notice and demand for payment.  Any such notice and demand for payment 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 with an uncured Payment Breach. ERCOT shall 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 than the Market Participant(s) in Payment Breach) for sale to the highest bidder.  ERCOT shall offset net 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

(1)
At ERCOT’s sole discretion, if it does not receive full payment on the due date of a CRR Auction Invoice, may declare any of the CRR Bids cleared and PCRRs allocated to the Market Participant forfeited. ERCOT shall effect that forfeiture by sending a written notice to the Market Participant of the forfeiture and of not delivering the CRRs or PCRRs to the Market Participant’s 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(s) 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 Load Ratio Share as specified in Section 7.5.7, Method for Distributing CRR Auction Revenues.

(2)
ERCOT may also, at its sole discretion, honor any of the Offers from Market Participants that were cleared in the CRR auction by removing the CRRs from the Market Participant’s CRR account. ERCOT shall offset net revenues due to the Market Participant from CRRs Offered and cleared against amounts owed to ERCOT by the Market Participant.

16.11.6.1.6
Revocation of a Market Participant’s Rights and Termination of Agreements

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

(2)
If ERCOT revokes a Market Participant’s rights or terminates the Market Participant’s agreements, then the provisions of Section 16.2.5, Suspended Qualified Scheduling Entity – Notification to CSEs and Resource Entities Represented and Section 16.2.6.1, Designation as an Emergency Qualified Scheduling Entity or Virtual Qualified Scheduling Entity apply.

(3)
If a breaching Market Participant is also a CSE (whether or not the default occurred pursuant to the Market Participant’s activities as a CSE), 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 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 Transition, without the necessity of obtaining any order from or other action by the PUCT.  

(4)
After revocation of its rights or termination of its Agreement, with ERCOT, the Market Participant 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 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, at 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 any other liability to ERCOT that the Market Participant has or is expected to have for activity in the ERCOT Region, whichever applies.

(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 or any other liability to ERCOT that the Market Participant has or is expected to have for activity in the ERCOT Region, whichever applies.

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.

16.11.6.2.6
Level II Enforcement
Under Level II Enforcement, ERCOT shall notify the Market Participant to comply with the following requirements and may meet with the Market Participant’s Authorized Representative and Credit Contact to discuss the Late Payment occurrences: 
(a)
Under Level II Enforcement, the Market Participant shall provide Financial Security, within two Bank Business days, in the form of a cash deposit or letter of credit, as chosen by ERCOT at its sole discretion, at 110% of the Market Participant’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.   

(b)
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 16.11.6.1.6, Revocation of a Market Participant’s Rights and Termination of Agreement. 

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 for Distributing CRR Auction Revenues. 

16.11.7
Release of Market Participant’s Financial Security Requirement

Following the termination of a Market Participant’s Agreement, ERCOT shall, within 30 days after being satisfied, in its sole discretion, that no sums remain owing or will become due and payable 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 still held by ERCOT that the Market Participant provided to ERCOT under this Section.

16.11.8
Acceleration

Upon termination of a Market Participant’s rights as a Market Participant and any other 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 shall use those funds to offset or recoup all amounts due to ERCOT.

16.12
User Security Administrator and Digital Certificates

Each Market Participant is allowed access to ERCOT’s computer systems through the use of Digital Certificates.  A “Digital Certificate” is an electronic file installed on a programmatic interface or an individual’s assigned computer used to authenticate that the interface or individual is authorized for secure electronic messaging with ERCOT’s computer systems.  Digital Certificates expire after one year. A User Security Administrator (USA) is responsible for managing the Market Participant’s access to ERCOT’s computer systems through Digital Certificates.  Each Market Participant must, as part of the application for registration with ERCOT, designate an individual employee or authorized agent as its USA, and optionally, a secondary USA.  If a Market Participant has designated a secondary USA, the secondary USA functions in the same manner as the primary USA.  The Market Participant is responsible for revising its USA list as the need arises.  The Market Participant’s USA is also responsible for registering all Market Participant’s Digital Certificate holders (“Certificate Holders”) and administering the use of Digital Certificates on behalf of the Market Participant.  Each Market Participant with more than one ERCOT functional registration must designate a USA for each registration (which may be the same employee or authorized agent) and shall manage each registration separately for the purposes of this Section. Once the Market Participant completes registration requirements, ERCOT shall send the USA a copy of “Digital Certificate Introduction and Use for Market Participants.”  This document is a guide for the USA containing Digital Certificate procedures.  

16.12.1
USA Responsibilities and Qualifications for Digital Certificate Holders

The USA and the Market Participant are responsible for the following:

(a)
Requesting Digital Certificates for authorized potential Certificate Holders (either persons or programmatic interfaces) that the USA has qualified through an appropriate screening process requiring confirmation that the Certificate Holder is an employee or authorized agent (including third parties) of the Market Participant.   A Certificate Holder (including the USA) must be qualified as set forth below.  The Market Participant shall be liable for ensuring that each of its Certificate Holder(s) meets the requirements of (i) – (v) below.

(i)
For any employee or authorized agent receiving a Digital Certificate, the Market Participant shall confirm that the employee or authorized agent satisfies reasonable background review sufficient for employment or contract with the Market Participant so as to reasonably limit threat(s) to ERCOT’s market or computer systems.  The Market Participant may not request that Digital Certificates be issued to any employee or authorized agent it determines, after reasonable background review, that the employee or authorized agent poses a threat to ERCOT’s market or computer systems.  If the Market Participant does not use a background review process at the time this Section first becomes applicable to the Market Participant (i.e., upon registration with ERCOT for new Market Participants), the Market Participant shall institute a process to require reasonable background reviews for the potential Certificate Holders no later than six months after this Section first applies to the Market Participant.

(ii)
The potential Certificate Holder is aware of the rules and restrictions relating to the use of Digital Certificates.  

(iii)
The potential Certificate Holder is eligible to review and receive technology and software under applicable export control laws and regulations and under the Foreign Corrupt Practices Act.  Information for web-listings must be located on the MIS Public Area. If the Market Participant does not use an export control and Foreign Corrupt Practices Act review process at the time this Section first applies to the Market Participant, the Market Participant shall institute a process to require such reviews for potential Certificate Holders no later than six months after this Section first applies to the Market Participant.
(iv)
The Market Participant has conducted a reasonable review of the potential Certificate Holder and is not aware that the potential Certificate Holder is one of the persons on any U.S. terrorist watch list, the link to which is located on the MIS Public Area.  If the Market Participant does not use a terrorist watch list review process at the time this Section first applies to the Market Participant, the Market Participant shall institute a process to require such reviews for potential Certificate Holders no later than six months after this Section first applies to the Market Participant.

(v)
The Certificate Holder does not violate the conditions of use specified by the software vendor that provides the Digital Certificates for the Market Participant’s use and provided to the Certificate Holder.  

(b)
Requesting revocation of Digital Certificates under any of the following conditions:

(i)
As soon as possible but no later than three Business Days after:

(A)
A Certificate Holder ceases employment with the Market Participant; or

(B)
The Market Participant becomes aware that a Certificate Holder is changing job functions (pursuant to a reasonable process for identifying when job function changes occur) so that the Certificate Holder no longer needs the Digital Certificate, 

The Market Participant or USA shall request the revocation by proceeding with the ERCOT certificate revocation process.  

(ii)
As soon as possible, but no later than five Business Days, after the Market Participant becomes aware (pursuant to a reasonable process for identifying violations) that the Certificate Holder has violated any of the following conditions of use of a Digital Certificate, the Market Participant or USA shall request the revocation by proceeding with the ERCOT certificate revocation process.  Violations of conditions of use include: 

(A)
Violating the requirements of Section 16.12.1(a) above; or

(B)
Using the Digital Certificate for any unauthorized purpose; or 

(C)
Allowing any person other than the Certificate Holder to use the Digital Certificate.

(c)
Managing the level of access for each Certificate Holder by assigning and maintaining Digital Certificate roles for each authorized user in accordance with the process set forth in “Digital Certificate Introduction and Use for Market Participants.”

(d)
Requesting annual renewal of Digital Certificates.


(e)
If needed, issuing Digital Certificates for use by electronic systems not limited to servers. 

(f) Maintaining the integrity of the administration of Digital Certificates through consistent, sound and reasonable business practices. 

16.12.2
Requirements for Use of Digital Certificates

Use of Digital Certificates must comply with the following:

(a)
A Digital Certificate shall be used by only one individual and may not be shared.  If multiple employees or authorized agents share a computer and each requires a Digital Certificate, the USA shall request separate Digital Certificates for each. Multiple Digital Certificates may be installed and managed on a single computer.  ERCOT shall include instructions on how to manage multiple Digital Certificates in “Digital Certificate Introduction and Use for Market Participants.”

(b)
Electronic equipment on which the Digital Certificate resides must be physically and electronically secured in a reasonable manner to prevent improper use of the Digital Certificate.

(c)
The Market Participant is wholly responsible for any use of Digital Certificates issued by its USA.

16.12.3
Market Participant Audits of User Security Administrators and Digital Certificates

(1)
During September of each year, each Market Participant shall generate a list of its registered USA and Certificate Holders.  The Market Participant, through its USA or another authorized third party, shall perform an audit by reviewing the list and noting any inconsistencies or instances of non-compliance (including, for example, any Certificate Holder that may have changed job functions and no longer requires the Digital Certificate).  If the Market Participant or its USA or the authorized third party identifies discrepancies, the USA shall use the process for managing Digital Certificates as included in “Digital Certificate Introduction and Use for Market Participants” to rectify the discrepancy. The audit must, at a minimum confirm that:

(a)
The Market Participant and each listed USA and Certificate Holder meet the applicable requirements of Section 16.12.1(a) and (b); 

(b)
Each listed USA and Certificate Holder is currently employed by or is an authorized agent contracted with the Market Participant; 

(c)
The Market Participant has verified that the listed USA is authorized to be the USA; 

(d)
Each Certificate Holder is authorized to retain and use the Digital Certificate; and

(e) Each listed Certificate Holder needs the Digital Certificate to perform his or her job functions.

(2)
By October 1 of each year, a Market Participant shall submit to ERCOT an attestation from an officer or executive with authority to bind the Market Participant, certifying that: 

(a)
The Market Participant has complied with the requirements of the audit;

(b)
The Market Participant has verified that all assigned Digital Certificates belong to Certificate Holders authorized by the Market Participant’s USA.  If the Certificate Holders no longer meet the criteria in Section 16.12.1(a), the USA shall inform ERCOT as described in Section 16.12.1(b) and note the findings in the response; and

(c)
The USA and all Certificate Holders have been qualified through a reasonable screening process.

(3)
If a Market Participant cannot comply with the October 1 deadline at the time this Section first applies to the Market Participant, the Market Participant shall request an extension of the deadline by providing ERCOT a written explanation of why it cannot meet the deadline.  The explanation must include a plan and timeline for compliance not to exceed six months from the original deadline. ERCOT shall review that extension request and notify the Market Participant if the request is approved or denied.  ERCOT may approve no more than one extension request per Market Participant.  

(4)
By December 1 of each year, ERCOT shall acknowledge receipt of each Market Participant audit received and indicate whether any required information is missing from the audit. 

16.12.4
ERCOT Audit - Consequences of Non-compliance
(1)
ERCOT, or its designee, shall review the audit results submitted under Section 16.12.3, Market Participant Audits of User Security Administration and Digital Certificates, and may audit the Market Participant for compliance with the provisions of this Section 16.12, User Security Administrator and Digital Certificates. The Market Participant shall cooperate fully with ERCOT in such audits.  

(2)
On or about December 15 of each year, ERCOT shall report to the PUCT all Market Participants failing to properly perform annual audits as described in Section 16.12.3 or non-compliance with Section 16.12.3.  

(3)
Subject to the requirements of item (4) below, ERCOT, after providing notice to the Market Participant and the PUCT, may disqualify the Market Participant’s USA and/or revoke any or all Digital Certificates assigned by that USA, if:

(a)
The Market Participant does not properly and timely perform the audit; 

(b)
ERCOT discovers non-compliance; or 

(c)
The Market Participant does not timely request revocation of its Digital Certificates for unauthorized Certificate Holders. 

(4)
ERCOT may not disqualify a Market Participant’s USA or revoke a Market Participant’s Digital Certificate(s) without first giving the Market Participant the following options: 

(a) 
Opportunity to work with ERCOT to resolve issues in a manner agreeable to both parties; 

(b) 
Opportunity to authorize a new USA and assign new Digital Certificates as necessary to prevent disruption of the Market Participant’s business; and

(c) 
Opportunity to appeal to the PUCT ERCOT’s decision to disqualify the Market Participant’s USA and revoke its Digital Certificates, if the Market Participant is not willing or cannot designate a new USA or the violation is so egregious that ERCOT determines that it is inappropriate to issue new Digital Certificates..
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