TAC Report


	NPRR Number
	391
	NPRR Title
	Shortening RTM Settlement and Payment Timeline and Eliminate ACH as a Mode of Payment

	Timeline
	Normal
	Action
	Recommended Approval

	Date of Decision
	September 1, 2011

	Proposed Effective Date
	December 1, 2011 for all language except grey-boxed lanaguage in Section 9.7.1, which will be upon system implementation.

	Priority and Rank Assigned
	Not applicable.

	Nodal Protocol Sections Requiring Revision
	9.5.4, RTM Initial Statement

9.7.1, Invoice Recipient Payment to ERCOT for the RTM 

9.7.4, Late Fees and Late Fee Invoices for the RTM

9.9.1, Invoice Recipient Payment to ERCOT for the CRR Auction

9.11.1, Invoice Recipient Payment to ERCOT for CRR Auction Revenue Distribution

9.19.2.1, Invoice Recipient Payment to ERCOT for Default Uplift

	Revision Description
	This Nodal Protocol Revision Request (NPRR) shortens the posting timeline for the Real-Time Initial Statement by one Business Day, and shortens cash clearing for the Settlement Invoices in which it will be included by one Bank Business Day.  This NPRR also eliminates the option of making payments using Automated Clearing House (ACH) funds.

	Reason for Revision
	This NPRR improves the timeliness of clearing market activity and helps ensure that all funds received are “good funds.”  This NPRR makes ERCOT Settlements for Real-Time activity substantially similar to that encouraged by the Commodities Futures Trading Commission (CFTC).

	Overall Market Benefit
	With this NPRR and NPRR347, Single Daily Settlement Invoice and Updates to Credit Calculations, including addition of a Minimum Collateral Exposure Component, approximately 88% of Operating Days will be settled within 14 days.

	Overall Market Impact
	Market Participants may need to modify their processes to support faster cash clearing timeline.  Additionally, Market Participants using ACH as a mode of payment will have to use other payment options. 

	Consumer Impact
	None.

	Credit Impacts
	ERCOT Credit Staff and the Credit Work Group (Credit WG) have reviewed NPRR391 and believe that it will have positive credit implications and no impact on credit systems.

	Procedural History
	· On 7/6/11, NPRR391 and a preliminary Impact Analysis were posted.
· On 7/21/11, PRS considered NPRR391.

· On 8/11/11, an Impact Analysis was posted.

· On 8/18/11, PRS considered the 7/21/11 PRS Report and Impact Analysis for NPRR391.

· On 9/1/11, TAC considered NPRR391.

	PRS Decision
	On 7/21/11, PRS unanimously voted to recommend approval of NPRR391 as submitted.  All Market Segments were present for the vote.
On 8/18/11, PRS unanimously voted to endorse and forward the 7/21/11 PRS Report and Impact Analysis for NPRR391 to TAC.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 7/21/11, there was no discussion.
On 8/18/11, ERCOT Staff explained that certain revisions proposed in NPRR391 can be implemented December 1, 2011 and reiterated that the cost to implement the remaining portions of NPRR391 is included in the Impact Analysis for NPRR347.

	TAC Decision
	On 9/1/11, TAC unanimously voted to recommend approval of NPRR391 as revised by TAC.  All Market Segments were present for the vote.

	Summary of TAC Discussion
	On 9/1/11, ERCOT Staff requested that NPRR391 be amended to apply the proposed Protocol revisions to new grey-boxed language that was incorporated into the Protocols on 9/1/11 to reflect the ERCOT Board’s approval of NPRR347.


	Quantitative Impacts and Benefits

	Assumptions
	1
	NPRR347 changes, which are reflected in this NPRR, are in place prior to implementation of NPRR391.  
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	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	Possible system changes to accommodate schedule
	Unknown.
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Shorter cash clearing timeline
	Unknown.
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	Additional Qualitative Information
	1
	

	
	2
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	Other Comments
	1
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	Sponsor

	Name
	Mandy Bauld / Cheryl Yager

	E-mail Address
	abauld@ercot.com / cyager@ercot.com

	Company
	ERCOT

	Phone Number
	512-248-6455 / 512-225-7029

	Market Segment
	Not applicable


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	512-248-6464


	Comments Received

	Comment Author
	Comment Summary

	None.
	


	Comments


Please note that the baseline Protocol language in Sections 9.7.1 and 9.7.4 has been updated to reflect the September 1, 2011 incorporation of NPRR347 into the Nodal Protocols.  Proposed revisions from NPRR347 that were previously reflected in redline with the author “ERCOT (NPRR347)” have been accepted into the baseline Protocol language.
	Proposed Protocol Language Revision


9.5.4
RTM Initial Statement

ERCOT shall issue an RTM Initial Statement for each Statement Recipient for a given Operating Day on the ninth day after the Operating Day, unless that ninth day is not a Business Day.  If the ninth day is not a Business Day, then ERCOT shall issue the RTM Initial Statement on the next Business Day after the ninth day.

9.7.1
Invoice Recipient Payment to ERCOT for the RTM

(1)
The payment due date and time for the RTM Invoice, with funds owed by an Invoice Recipient, is 1700 on the fifth Bank Business Day after the RTM Invoice date, unless the fifth  Bank Business Day is not a Business Day.  If the fifth  Bank Business Day is not a Business Day, the payment is due by 1700 on the next Bank Business Day after the fifth Bank Business Day that is also a Business Day.

(2)
All RTM Invoices due, with funds owed by an Invoice Recipient, must be paid to ERCOT in U.S. Dollars 
by Electronic Funds Transfer (EFT) in immediately available or good funds (i.e., not subject to reversal) on or before the payment due date
. 
	[NPRR347 and NPRR391:  Replace Section 9.7.1 above with the following upon system implementation:]

9.7.1
Invoice Recipient Payment to ERCOT for the Settlement Invoices

(1)
The payment due date and time for the Settlement Invoice, with funds owed by an Invoice Recipient, is 1700 on the second Bank Business Day after the Settlement Invoice date, unless the second Bank Business Day is not a Business Day.  If the second Bank Business Day is not a Business Day, the payment is due by 1700 on the next Bank Business Day after the second Bank Business Day that is also a Business Day.

(2)
All Settlement Invoices due, with funds owed by an Invoice Recipient, must be paid to ERCOT in U.S. Dollars
 by Electronic Funds Transfer (EFT) in immediately available or good funds (i.e., not subject to reversal) on or before the payment due date
.


9.7.4
Late Fees and Late Fee Invoices for the RTM

(1)
A short-paying RTM Invoice Recipient or Default Uplift Invoice Recipient shall pay late fees to ERCOT on the short-pay amount according to the late fee terms specified in the ERCOT fee schedule posted on the Market Information System (MIS) Public Area for the period from and including the relevant payment due date to the date on which the payment, including any related transaction costs incurred by ERCOT, is received by ERCOT.  ERCOT will cease charging late fees to the defaulting Entity when the conditions described in item (e) of Section 9.19, Partial Payments by Invoice Recipients, are met.

(2)
ERCOT shall distribute on a pro rata basis of monies owed to each Invoice Recipient any late fee revenues, less ERCOT’s transaction costs, to the unpaid RTM Invoice Recipients or Default Uplift Invoice Recipient.  

(3)
ERCOT shall post to the MIS Certified Area for each RTM Invoice Recipient or Default Uplift Invoice Recipient, an Invoice based on late fees (RTM Late Fee Invoice).  The RTM Late Fee Invoice Recipient is responsible for accessing the information from the MIS Certified Area once posted by ERCOT.

(4)
ERCOT shall issue RTM Late Fee Invoices on the tenth day after the end of the month, unless the tenth day is not a Business Day.  If that tenth day is not a Business Day, ERCOT shall issue the RTM Late Fee Invoice by 2400 of the next Business Day thereafter.  The actual dates that RTM Late Fee Invoices will be issued will be posted by ERCOT under Section 9.1.2, Settlement Calendar.

(5)
Each RTM Late Fee Invoice must contain:

(a)
The Invoice Recipient’s name;

(b)
The ERCOT identifier (Settlement identification number issued by ERCOT);

(c)
Net Amount Due or Payable – the aggregate summary of all charges owed to or due from an Invoice Recipient;

(d)
Time Periods – the time period covered for each line item;

(e)
Run Date – the date on which ERCOT created and published the Invoice;

(f)
Invoice Reference Number – a unique number generated by the ERCOT applications for payment tracking purposes;

(g)
Payment Date and Time – the date and time that Invoice amounts are to be paid or received;

(h)
Remittance Information Details – details, including the account number, bank name and electronic transfer instructions of the ERCOT account to which any amounts owed by the Invoice Recipient are to be paid or of the Invoice Recipient’s account from which ERCOT may draw payments due; and

(i)
Overdue Terms – the terms that would be applied if payments were received late.  

(6)
Payments for RTM Late Fee Invoices must be made on days that are both a Business Day and a Bank Business Day in a two-day, two-step process as detailed below.  Payments for RTM Late Fee Invoices are due on the applicable payment due date, whether or not there is any Settlement and billing dispute regarding the amount of the payment.  

(a)
The payment due date and time for the RTM Late Fee Invoice, with funds owed by an Invoice Recipient, is 1700 on the fourth Business Day after the RTM Late Fee Invoice date unless that day is not a Bank Business Day.  If the fourth Business Day is not a Bank Business Day, then the payment is due by 1700 on the next Business Day after the fourth Business Day that is also a Bank Business Day.  

(b)
All RTM Late Fee Invoices due, with funds owed by an Invoice Recipient, must be paid to ERCOT in U.S. Dollars 
by EFT in immediately available or good funds (i.e., not subject to reversal) on or before the payment due date
. 
(c)
Subject to the availability of funds as discussed in paragraph (d) below, RTM Late Fee Invoices with funds owed to an Invoice Recipient must be paid by ERCOT to the Invoice Recipient by 1700 on the next Bank Business Day after payments are due for that RTM Late Fee Invoice under paragraph (a) above, subject to ERCOT’s right to withhold payments under Section 16, Registration and Qualification of Market Participants, or pursuant to common law unless that next Bank Business Day is not a Business Day.  If that next Bank Business Day is not a Business Day, then the payment is due on the next Bank Business Day thereafter that is also a Business Day.  

(d)
If at least one Invoice Recipient owing funds does not pay its RTM Late Fee Invoice in full (short-pays), ERCOT shall reduce payments to all RTM Late Fee Invoice Recipients owed monies from ERCOT.  The reductions must be based on a pro rata basis of monies owed to each Invoice Recipient, to the extent necessary to clear ERCOT’s accounts on the payment due date to achieve revenue neutrality for ERCOT.  ERCOT shall provide to all Market Participants payment details on all short pay and subsequent reimbursements of short pays.  Details must include the identity of each short-paying Invoice Recipient and the dollar amount attributable to that Invoice Recipient, broken down by Invoice numbers.  In addition, ERCOT shall provide the aggregate total of all amounts due to all Invoice Recipients before applying the amount not paid on the Invoice.  ERCOT shall give irrevocable instructions to the ERCOT financial institution to remit to each Invoice Recipient for same day value the amounts determined by ERCOT to be available for payment.

	[NPRR347:  Replace Section 9.7.4 above with the following upon system implementation:]

9.7.4
Late Fees and Late Fee Invoices for the Settlement Invoices

(1)
A short-paying Settlement Invoice Recipient or Default Uplift Invoice Recipient shall pay late fees to ERCOT on the short-pay amount according to the late fee terms specified in the ERCOT fee schedule posted on the Market Information System (MIS) Public Area for the period from and including the relevant payment due date to the date on which the payment, including any related transaction costs incurred by ERCOT, is received by ERCOT.  ERCOT will cease charging late fees to the defaulting Entity when the conditions described in item (e) of Section 9.19, Partial Payments by Invoice Recipients, are met.

(2)
ERCOT shall distribute on a pro rata basis of monies owed to each Invoice Recipient any late fee revenues, less ERCOT’s transaction costs, to the underpaid Settlement Invoice Recipients or Default Uplift Invoice Recipient.  

(3)
ERCOT shall post to the MIS Certified Area for each Settlement Invoice Recipient or Default Uplift Invoice Recipient, an Invoice based on late fees (Late Fee Invoice).  The Late Fee Invoice Recipient is responsible for accessing the information from the MIS Certified Area once posted by ERCOT.

(4)
ERCOT shall issue Late Fee Invoices on the tenth day after the end of the month, unless the tenth day is not a Business Day.  If that tenth day is not a Business Day, ERCOT shall issue the Late Fee Invoice by 2400 of the next Business Day thereafter.  The actual dates that Late Fee Invoices will be issued will be posted by ERCOT under Section 9.1.2, Settlement Calendar.

(5)
Each Late Fee Invoice must contain:

(a)
The Invoice Recipient’s name;

(b)
The ERCOT identifier (Settlement identification number issued by ERCOT);

(c)
Net Amount Due or Payable – the aggregate summary of all charges owed to or due from an Invoice Recipient;

(d)
Time Periods – the time period covered for each line item;

(e)
Run Date – the date on which ERCOT created and published the Invoice;

(f)
Invoice Reference Number – a unique number generated by the ERCOT applications for payment tracking purposes;

(g)
Payment Date and Time – the date and time that Invoice amounts are to be paid or received;

(h)
Remittance Information Details – details, including the account number, bank name and electronic transfer instructions of the ERCOT account to which any amounts owed by the Invoice Recipient are to be paid or of the Invoice Recipient’s account from which ERCOT may draw payments due; and

(i)
Overdue Terms – the terms that would be applied if payments were received late.  

(6)
Payments for Late Fee Invoices must be made on days that are both a Business Day and a Bank Business Day in a two-day, two-step process as detailed below.  Payments for Late Fee Invoices are due on the applicable payment due date, whether or not there is any Settlement and billing dispute regarding the amount of the payment.  

(a)
The payment due date and time for the Late Fee Invoice, with funds owed by an Invoice Recipient, is 1700 on the fourth Business Day after the Late Fee Invoice date unless that day is not a Bank Business Day.  If the fourth Business Day is not a Bank Business Day, then the payment is due by 1700 on the next Business Day after the fourth Business Day that is also a Bank Business Day.  

(b)
All Late Fee Invoices due, with funds owed by an Invoice Recipient, must be paid to ERCOT in U.S. Dollars  
by EFT in immediately available or good funds (i.e., not subject to reversal) on or before the payment due date
 

(c)
Subject to the availability of funds as discussed in paragraph (d) below, Late Fee Invoices with funds owed to an Invoice Recipient must be paid by ERCOT to the Invoice Recipient by 1700 on the next Bank Business Day after payments are due for that Late Fee Invoice under paragraph (a) above, subject to ERCOT’s right to withhold payments under Section 16, Registration and Qualification of Market Participants, or pursuant to common law unless that next Bank Business Day is not a Business Day.  If that next Bank Business Day is not a Business Day, then the payment is due on the next Bank Business Day thereafter that is also a Business Day.  

(d)
If at least one Invoice Recipient owing funds does not pay its Late Fee Invoice in full (short-pays), ERCOT shall reduce payments to all Late Fee Invoice Recipients owed monies from ERCOT.  The reductions must be based on a pro rata basis of monies owed to each Invoice Recipient, to the extent necessary to clear ERCOT’s accounts on the payment due date to achieve revenue neutrality for ERCOT.  ERCOT shall provide to all Market Participants payment details on all short pay and subsequent reimbursements of short pays.  Details must include the identity of each short-paying Invoice Recipient and the dollar amount attributable to that Invoice Recipient, broken down by Invoice numbers.  In addition, ERCOT shall provide the aggregate total of all amounts due to all Invoice Recipients before applying the amount not paid on the Invoice.  ERCOT shall give irrevocable instructions to the ERCOT financial institution to remit to each Invoice Recipient for same day value the amounts determined by ERCOT to be available for payment.


9.9.1
Invoice Recipient Payment to ERCOT for the CRR Auction

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

(2)
All CRR Auction Invoices due, with funds owed by an Invoice Recipient, must be paid to ERCOT in U.S. Dollars 
by Electronic Funds Transfer (EFT) in immediately available or good funds (i.e., not subject to reversal) on or before the payment due date
. 

(3)
All CRR Auction Invoices must be paid in full on the Invoice due date.  
9.11.1
Invoice Recipient Payment to ERCOT for CRR Auction Revenue Distribution

(1)
The payment due date and time for the CARD Invoice, with funds owed by an Invoice Recipient, is 1700 on the fifth Bank Business Day after the CARD Invoice date, unless the fifth Bank Business Day is not a Business Day.  If the fifth Bank Business Day is not a Business Day, the payment is due by 1700 on the next Bank Business Day after the fifth Bank Business Day that is also a Business Day.

(2)
All CARD Invoices due, with funds owed by an Invoice Recipient, must be paid to ERCOT in U.S. Dollars 
by Electronic Funds Transfer (EFT) in immediately available or good funds (i.e., not subject to reversal) on or before the payment due date
. 

9.19.2.1
Invoice Recipient Payment to ERCOT for Default Uplift
(1)
The payment due date and time for the Default Uplift Invoice with funds owed by an Invoice Recipient is 1700 on the fifth Bank Business Day after the Default Uplift Invoice date, unless fifth Bank Business Day is not a Business Day.  If the fifth Bank Business Day is not a Business Day, then the payment is due by 1700 on the next Bank Business Day after the fifth Bank Business Day that is also a Business Day.

(2)
All Default Uplift Invoices due, with funds owed by an Invoice Recipient, must be paid to ERCOT in U.S. Dollars (USDs) 
by Electronic Funds Transfer (EFT) in immediately available or good funds (i.e., not subject to reversal) on or before the payment due date
.
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