SECTION 16; REGISTRATION AND QUALIFICATION OF MARKET PARTICIPANTS

Provider of Last Resort (POLR) service, applicable to other retail points of
delivery.

(1)

[NPRR993: Replace paragraph (1) above with the following upon system implementation:]

ERCOT may grant a waiver to any federally owned hydroelectric Generation
Resource, SOG, SOESS, or Load Resource within the ERCOT System from tulfilling
the requirements in Section 16.5, Registration of a Resource Entity, as they pertain to
the submissien of a Resource Entity application and the execution of a Standard Form
Market Participant Agreement (Section 22, Attachment 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 Generation Resource, SOG, SOESS, or
Load Resource that it owns or controls; and

(c) Assignment of each Generation Resource’s, SOG’s, SOESS’s, or Load
Resource’s Electric Service Identifier (ESI ID) to a Load Serving Entity (LSE)
serving any Load or net Load, it the Generation Resource, SOG; SOESS, or
Load Resource is net metered and will be connected to the ERCOT System.
Such Load, if retail Load, 1s subject to all applicable rules and procedures,
including rules concerning disconnection and Provider of Last Resort (POLR)
service, applicable to other retail points of delivery.

16.5.1.3 Waiver for Block Load Transfer Resources

(1

16.5.2

(1)

ERCOT may grant a waiver to a Resource Entity for a Block Load Transfer (BLT)
Resource from tulfilling 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 (Section 22, Attachment 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.

Registration Process for a Resource Entity

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 ERCOT
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SECTION 16; REGISTRATION AND QUALIFICATION OF MARKET PARTICIPANTS

(2)

(3)

website the form in which Resource Entity applications must be submitted, all materials
that must be provided with the Resource Entity application.

The Resource Entity application must be attested to by a duly authorized ofticer 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
ERCOT website.

If the Resource Entity intends to own or control a Load Resource located within a Non-
Opt-In Entity’s (NOIE’s) service territory, such applicant must designate the NOIE’s
QSE, or an alternate QSE authorized by the NOIE. If an alternate QSE is designated,
then such QSE representing that Load Resource must first obtain written permission from
the NOIE prior to oftering any services in the NOIE’s service territory. The alternate
QSE shall submit the NOIE’s written permission to ERCOT at the time of designation.

16.5.2.1 Notice of Receipt of Resource Entity Application

(1)

Within three Business Days after receiving a Resource Entity application, ERCOT shall
issue the Resource Entity applicant a written contirmation 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)

(2)

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

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 lenger 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.

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
1s deemed complete then the application is deemed approved.
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(2)

16.5.3

(1)

(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 tor rejecting a Resource Entity
application include the following:

(a) Required information 1s not provided to ERCOT in the allotted time;
(b)y  Noncompliance with technical requirements; and

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

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.

Changing OSE Designation

A Resource Entity may change its designation of QSE with written notice to ERCOT, no
more than once in any consecutive three days.

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 provide the name
of the newly designated QSE to ERCOT along with a written statement from the newly
designated QSE acknowledging the QSE’s agreement to accept responsibility for the
Resource Entity’s transactions under these Protocols. For the Resource Entity that owns
or operates a Resource, the Resource Entity’s QSE designation must be submitted to
ERCOT no later than 45 days betore the eftective date of the change, unless otherwise
approved by ERCOT, before the Resource Entity will be evaluated for compliance with
the requirements of paragraph (3) below. ERCOT shall notify the Resource Entity of
approval or disapproval as soon as practicable after receipt of the request.

For Resources required by these Protocols to be in the Network Operations Model, the
following apply:

(a) The designated QSE shall install all telemetry required of these Protocols for the
requesting Resource Entity and schedule point-to-point data veritication with
ERCOT.

(b) The designated QSE shall submit telemetry data descriptions to ERCOT to meet
ERCOT’s normal model update process.

(c) The Resource must submit any changes in system topology or telemetry
according to Section 3.3.2.1, Information to Be Provided to ERCOT.
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(d) The effective date for the newly designated QSE shall be in accordance with
Section 3.10.1, Time Line tor Network Operations Model Changes.

(e) ERCOT may request the Resource Entity to develop a transition implementation
plan to be approved by ERCOT that sets appropriate deadlines for completion of
all required data and telemetry verification and cutover testing activities with
ERCOT.

(4) For all other Resources, the new QSE designation is to be received no less than six days
prior to the effective date.

(5) Within two days of approving a Resource Entity’s notice, ERCOT shall notify all
atfected Entities, including the Resource Entity’s current QSE, of the effective date of the
change.

16.5.4 Muaintaining and Updafing Resource Entity Information

(N 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 USA (all per the Resource Entity application) including the
telephone and e-mail addresses for those persons.

(2) A Resource Entity that has a Switchable Generation Resource (SWGR) shall submit a
report to ERCOT in writing indicating whether or not it has any contractual requirement
in a non-ERCOT Control Area during the summer or winter Peak Load Seasons which
may cause the identified capacity to not be available to the ERCOT System for the
subsequent ten years. The initial communication and subsequent updates to previously
reported unavailable capacity shall be tiled with ERCOT as soon as possible, but in no
event later than ten Business Days after the information 1s obtained. The
communications should reflect the Resource Entity’s best estimate of the required
information at the time the filing is made. ERCOT shall use the provided data for
preparation of the Report on Capacity, Demand and Reserves in the ERCOT Region and
other planning purposes.
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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 (CR).

(2) If an MOU or EC decides to register an affiliate as a CR, it must notify ERCOT of its
intentions six months prior to opting in.

(3)  Each MOU and EC shall assign an Electric Service Identifier (ESI ID) to each NOIE
wholesale point of delivery as specified in these Protocols. The ESI IDs must be
assigned to a Load Serving Entity (LSE).

16.7 Registration of Renewable Energy Credit Account Holders

(N Each Entity intending to participate in the Renewable Energy Credit (REC) program shall
register with ERCOT and execute a Standard Form Market Participant Agreement (as
provided in Section 22, Attachment A, Standard Form Market Participant Agreement)
prier 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

(h To become and remain a Congestion Revenue Right (CRR) Account Holder, an Entity
must meet the following requirements:

(a) Submit a properly completed CRR Account Holder application (Section 23, Form
A, Congestion Revenue Right (CRR) Account Holder Application for
Registration) for qualification, including any applicable fee, any necessary
disclosures, and designation of Authorized Representatives, each of whom is
responsible tor administrative communications with the CRR Account Holder and
each of whom has enough authority to commit and bind the CRR Account
Holder;

(b) Comply with ERCOT s background check process, as described in Section
16.8.1.1, CRR Account Holder Background Check Process;

(c) Demonstrate to ERCOT’s reasonable satisfaction that the Entity does not pose an
“Unreasonable Financial Risk™, as described in this Section;

(d) Sign a CRR Account Holder Agreement;
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(2)

(4)

(e) Sign any required Agreements relating to use of the ERCOT network, software,
and systems;

(f) Demonstrate to ERCOT s reasonable satisfaction that the Entity is capable of
performing the functions of a CRR Account Holder;

53] Demonstrate to ERCOT’s reasonable satisfaction that the Entity 1s capable of
complying with the requirements of all ERCOT Protocols and Operating Guides;

(h) Satisfy ERCOT s creditworthiness requirements as set forth in this Section;

(i) Be generally able to pay i1ts 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 tailing to comply with it;

() Provide all necessary bank account information and arrange for Fedwire system
transfers for two-way confirmation,

(k) Be financially responsible for payment of its Settlement charges under these
Protocols; and

(D) Not be an unbundled Transmission Service Provider (TSP), Distribution Service
Provider (DSP), or an ERCOT employee.

A CRR Account Holder must be able to demonstrate to ERCOT’s reasonable satisfaction
that it does not pose an Unreasonable Financial Risk. Unreasonable Financial Risk as
used in Section 16, Registration and Qualification of Market Participants, is a risk of
financial default posed to ERCOT or its Market Participants by participation of an Entity
or its Principals in the ERCOT market. Indicators of Unreasonable Financial Risk may
include, but are not limited to: past market manipulation, trading violations, or other
tfinance-related violations based upon a final adjudication in state or federal regulatory or
legal proceedings; financial defaults in ERCOT or other energy markets resulting in
losses or uplifts; indications of imminent bankruptcy or insolvency, or other past civil
judgement or criminal conviction that retlects problematic behavior on the part of the
Entity or its Principals.

A CRR Account Holder or CRR Account Holder applicant must be able to demonstrate
to ERCOT’s reasonable satisfaction that none of its Principals were or are Principals of
any Entity with an outstanding payment obligation that remains owing to ERCOT under
any Agreement or these Protocols. For purposes of this Section, ERCOT will only
consider disqualifying those Principals of the CRR Account Holder or CRR Account
Holder applicant who were Principals of the other Entity at a time during which the
unpaid tinancial obligation remained owing to ERCOT or during the 120-day period prior
to the date on which the unpaid financial obligation first became due and owing to
ERCOT.

If any of a CRR Account Holder’s or CRR Account Holder applicant’s Principals were or
are Principals of a terminated Market Participant with an obligation for Default Uplift

ERCOT Nonal PROTOCOIS — JuLy 1, 2024 16-31

PUEBLIC



SECTION 16; REGISTRATION AND QUALIFICATION OF MARKET PARTICIPANTS

(5)

(6)

Ratio Share allocated under Section 9.19.1, Default Uplift Invoices, the terminated
Market Participant must be current on all payment obligations tor Default Uplift Invoices
in order for the CRR Account Holder to remain, or CRR Account Holder applicant to
become, a registered CRR Account Holder. For purposes of this Section, ERCOT will
only consider as disqualifying those Principals of the CRR Account Holder or CRR
Account Holder applicant who were Principals of the other Entity at a time during which
the other Entity was not current on its payment obligation for Default Uplift Invoices or
120 days prior to the date the other Entity first failed to pay a Default Uplift Invoice.

A CRR Account Holder shall promptly notify ERCOT of any material change that a
reasonable examiner could deem material to the CRR Account Holder’s ability to
continue to meet the requirements set torth in paragraphs (1) to (4) above, and any
material change in the information provided by the CRR Account Holder to ERCOT that
may adversely affect the financial security of ERCOT. This includes any changes in the
Principals of the CRR Account Holder. If the CRR Account Holder fails to so notify
ERCOT of the tollowing within two Business Days after becoming aware of the change,
then ERCOT may refuse to allow the CRR Account Holder to continue to perform as a
CRR Account Holder and take any other action ERCOT deems appropriate, in its sole
discretion, to prevent ERCOT or Market Participants from bearing potential or actual
risks, tinancial or otherwise, arising from those changes, and in accordance with these
Protocols.

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.

16.8.1.1 CRR Account Holder Background Check Process

(1)

(2)

CRR Account Holder applicants must satisty a background check as a part of the ERCOT
registration process. All background checks will be performed by a third-party acting on
ERCOT’s behalf. Upon ERCOT’s request, a registered CRR Account Holder may be
required to satisfy a background check as a condition of maintaining its ERCOT
registration.

A CRR Account Holder, CRR Account Holder applicants, and their Principals, will
provide the following disclosures to complete a CRR Account Helder background check:

(a) Any civil or criminal matters involving the applicant, its predecessors, Affiliates,
or Principals within the last ten years that resulted in a conviction or finding of
fraud, theft, larceny, deceit, deceptive trade practices, or a violation of securities
or customer protection laws;

(b) Any complaint, formal investigation, or disciplinary action concerning financial
matters initiated by or with the Securities and Exchange Commission (SEC),
Commodity Futures Trading Commission (CFTC), Federal Energy Regulatory
Commission (FERC), a self-regulatory organization, Independent System
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(3)

16.8.2

(1)

Operator or Regional Transmission Organization, or a state public utility
commission or securities board directly involving the actions of the applicant, its
predecessors, Atfiliates, or Principals within the last ten years;

(<) Any default involving the applicant, its predecessors, Affiliates, or Principals, that
impacted or revoked the right to operate in any other energy market within the last
ten years;

(d) Any bankruptcy by the applicant, its predecessors, Affiliates, or Principals within
the last ten years; and

(e) Any other information ERCOT deems reasonably necessary to complete a
background check (e.g., Social Security Number(s), birth dates, home addresses).

As required by paragraph (5) of Section 16.8.1, Criteria for Qualification as a CRR
Account Holder, a CRR Account Holder, CRR Account Holder applicants, and their
Principals, must promptly provide ERCOT notice of any change that a reasonable
examiner could deem material to the CRR Account Holder’s ability to continue to
satisty the background check requirement, including any change to information that
must be disclosed.

CRR Account Holder Application Process

To register as a CRR Account Holder, an applicant must submit to ERCOT a completed
Section 23, Form A, Congestion Revenue Right (CRR) Account Holder Application for
Registration, and any applicable fee. ERCOT shall post on the ERCOT website 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
atfecting a pending application using the appropriate form posted on the ERCOT website.
The application must be submitted at least 60 days betore 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

(1)

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 dees 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.
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16.8.2.2 Incomplete CRR Account Holder 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. An application will
not be deemed complete until ERCOT has received all information necessary to conduct
an evaluation of whether the applicant satisfies the requirements to be registered as a
CRR Account Holder, including information necessary to complete any needed
background checks.

(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 tfive Business Days after it receives the notice, or a longer period if
ERCOT allows, to provide the additional required information.

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

(4)  ERCOT will notify the applicant of the date on which the application is deemed
complete.

16.8.2.3 ERCOT Approval or Rejection of CRR Account Holder Application

(1) ERCOT will approve or reject a CRR Account Holder application within 60 days after
the application has been deemed complete as provided for in Section 16.8.2.2, Incomplete
CRR Account Holder Applications, unless ERCOT determines that additional time 1s
needed to complete its review of the application. ERCOT will notity the applicant when
additional time is needed to complete its review and will provide a date by which
ERCOT expects to complete its review. If ERCOT’s initial evaluation indicates that
there may be a basis to reject the application, ERCOT may contact the applicant prior to
rendering a final decision on the application to determine if further information can be
provided by the applicant to resolve the identified concern.

(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 specitic eligibility requirements in this Section or in
any other Protocols.
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(4)

(3)

16.8.3

(1)

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 torth 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.

If ERCOT approves the CRR Account Holder application, ERCOT shall send the
applicant a CRR Account Holder Agreement and any other required Agreements relating
to use of the ERCOT network, software, and systems for the applicant’s signature.

If ERCOT ftails to approve or deny the CRR Account Holder application within 60 days
after the application 1s deemed complete, and fails to notify the applicant that additional
time is needed to complete its review, the CRR Account Holder may seek relief using the
dispute resolution procedures set forth in Section 20,

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 CRR Account Holder 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

(1)

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 Principals;
(<) A list of Affiliates; and

(d) Designation of the CRR Account Holder's officers, directors, Authorized
Representatives, Credit Contacts, and User Security Administrator (USA) (all per
the CRR Account Holder application) including the telephone and e-mail
addresses for those persons.
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16.9

(1)

16.10

(1)

16.11

(1

(2)

16.11.1

(1)

(2)

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).

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 Standard Form Black Start
Agreement (Section 22, Attachment D, Standard Form Black Start Agreement).

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 1n Section 16.11.3, Alternative Means of Satisfying
ERCOT Creditworthiness Requirements.

The term “Remainder Collateral™ in this Section means the Financial Security minus
Total Potential Exposure Secured (TPES) minus Net Positive Exposure of approved
Congestion Revenue Right (CRR) Bilateral Trades minus Available Credit Limit (ACL)
locked tor CRR Auction, calculated in accordance with paragraph (3) of Section
16.11.4.6.1, Credit Requirements for CRR Auction Participation.

The term “Ultimate Parent” in this Section is defined as the most distant parent that
prepares consolidated financial statements within the hierarchical ownership structure.

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). 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 tuture
CRRs or a Qualified Scheduling Entity’s (QSE’s) ability to bid in the Day-Ahead Market
(DAM).

Notwithstanding the provisions in paragraph (1) above, ERCOT may draw on Financial
Security if necessary to pay short-pays of Securitization Default Charge Invoices or
Securitization Uplift Charge Imtial Invoices 1f the respective escrow deposits are
insufficient to cover the short-pays.
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16.11.1.1 Review of Counter-Party Eligibility

(1) At any time, ERCOT may conduct a review to determine if a Counter-Party continues to
satisfy all requirements set forth in Section 16, Registration and Qualification of Market
Participants.

(2) ERCOT’s review under this Section may be triggered by notice of a change provided by
the Counter-Party to ERCOT, information that ERCOT receives or discovers through
other means, or ERCOT s periodic review of Principals of Counter-Parties.

(3)  Aspart of ERCOT’s review under this Section, ERCOT may conduct additional
background checks, as described in Section 16.2.1.1, QSE Background Check Process,
and Section 16.8.1.1, CRR Account Holder Background Check Process. ERCOT will
charge the Counter-Party a new background check fee for any necessary background
check. A Counter-Party’s failure to pay a background check fee by the deadline set by
ERCOT constitutes a “Payment Breach” pursuant to Section 16.11.6, Payment Breach
and Late Payments by Market Participants.

(4) If ERCOT conducts a review pursuant to this Section and determines that the Counter-
Party may no longer satisfy a requirement set forth in Section 16, ERCOT, in its sole
discretion, may consult with the Counter-Party to determine if the Counter-Party can
provide additional information or take remedial action that would explain or resolve the
deficiencies preliminarily identified by ERCOT in its review.

16.11.1.1.1 Fuailure to Maintain Eligibility

(h If ERCOT’s review of a Counter-Party pursuant to Section 16.2.1.1, QSE Background
Check Process, or Section 16.8.1.1, CRR Account Holder Background Check Process,
results in ERCOT determining that the Counter-Party no longer satisfies a requirement
set forth in Section 16, Registration and Qualification of Market Participants, then
ERCOT will notify the Counter-Party that such failure to comply with the ERCOT
Protocols is a material breach under Section (8)(A)2) of the Standard Form Market
Participant Agreement (Section 22, Attachment A). ERCOT will provide the Counter-
Party with specific information concerning what 1s required to cure the material breach.

(2) If ERCOT determines, in its sole discretion, that continued participation of the Counter-
Party would pose a risk that could immediately compromise the integrity ot the ERCOT
market during the 14-day cure period described in Section (8){(A)(2) of the Standard
Form Market Participant Agreement, ERCOT may suspend the Counter-Party’s rights as
a Market Participant upon the notification of the material breach.
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16.11.2  [RESERVED]

16.11.3  Alternative Means of Satisfying ERCOT Creditworthiness Requirements

(1) A Counter-Party required to provide Financial Security under these Protocols may do so
through one or more of the following means:

(a) The Counter-Party may give an unconditional, irrevocable letter of credit naming
ERCOT as the beneticiary. ERCOT may, in its sole discretion, reject the letter of
credit if the issuer 1s unacceptable to ERCOT or if the conditions under which
ERCOT may draw against the letter of credit are unacceptable to ERCOT.

(1)

(ii)

(iii)

The letter of credit must be given using the ERCOT Board-approved
standard letter of credit form.

All letters of credit must be drawn on a U.S. domestic bank or a U.S.
domestic office of a foreign bank.

Letters of credit must be issued by a bank or other financial institution that
1s acceptable to ERCOT, with a minimum rating of A- with S&P or Fitch
or A3 with Moody’s.

[NPRR1205: Replace paragraph (iii) above with the following upon system

implementation: |

(i)

Letters of credit must be issued by a bank or other financial institution
that is acceptable to ERCOT, with a minimum rating of A- with S&P
and Fitch and A3 with Moody’s. No letters of credit will be accepted
from banks which are rated below A-/A3 by one or more rating
agencies. If there are split ratings amongst rating agencies, ERCOT
will use the lowest of different ratings within the same rating agency
and amongst different rating agencies. The ratings are defined as
tollows (if available): Long term issuer rating, Long tert Senior
Unsecured rating or Long Term Counterparty Risk Assessment (for
Moeody’s). For U.S. effices of foreign banks, U.S. branch/effice must
have an acceptable rating on its own by at least one of the rating
agencies.

(iv)

Letters of credit are subject to an overall limit per letter of credit issuer for
all ERCOT Counter-Parties as determined below:
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I iheissuing: entily has Then
Long-Termior [ssuct Rafing Maximum letier of credit
issuer limit as-a.
SkPorich | Maody's | PREeiaEcor taneble
AAA Aaa 2.00%
AA+ Aal 1.90%
AA Aa2 1.80%
AA- Aaj 1.70%
A+ Al 1.60%
A A2 1.30%
A- A3 1.40%
Below A- Below A3 Not accepled
(A)  Each letter of credit issuer limit is also subject to an overall limit of

(B)

(©)

(D)

(E)

(F)

(@)

$750 million per issuer.

Each Bank Business Day, ERCOT will issue a report of each letter
of credit issuer detailing the issuer’s dollar amount of the letters of
credit currently issued to ERCOT, the issuer’s computed aggregate
concentration limit, and the unused capacity under that limit.
Market Participants may inquire of ERCOT about intra-day
changes to the amount of posted letters of credit.

If a letter of credit issuer limit is breached, Counter-Parties
utilizing that issuer will be notified and no new letters of credit
from the issuer will be accepted while the limit remains breached.

After four months of the limit in breach, ERCOT will no longer
accept new letters of credit or amendments to existing letters of
credit from that issuer.

Letters of credit held as collateral at the time of an issuer limit
breach will not be rejected.

ERCOT in its sole discretion may authorize exceptions to these
limits.

Rewvisions to the 1ssuer limit calculation in this Section will be
recommended by the Technical Advisory Committee (TAC) and
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approved by the ERCOT Board. ERCOT shall update parameter
values on the first day of the month tollowing ERCOT Board
approval unless otherwise directed by the ERCOT Board. ERCOT
shall provide a Market Notice prior to implementation of a revised
parameter value,

(b) The Counter-Party may give a surety bond naming ERCOT as the beneticiary.

(i) The surety bond must be signed by a surety acceptable to ERCOT, in its
sole discretion and must be in the form of ERCOT’s standard surety bond
form approved by the ERCOT Board. No modifications to the form are
permitted.

(ii)  The surety bond must be issued by an insurance company with a minimum
rating of A- with S&P or Fitch or A3 with Moody’s.

(ii1)  Surety bonds are subject to a limit of $10 million per Counter-Party per
insurer and an overall limit of $100 million per insurer for all ERCOT
Counter-Parties.

INPRRI205: Replace paragraph (b) above with the following upon system
implementation:|

(b) The Counter-Party may give a surety bond naming ERCOT as the beneficiary.

(i) The surety bond must be signed by a surety acceptable to ERCOT, in its
sole discretion and must be in the form of ERCOT’s standard surety
bond torm approved by the ERCOT Board. No modifications to the
form are permitted.

(i) The surety bond must be 1ssued by an insurance company with a
minimum rating of A- with S&P and Fitch and A3 with Moody’s, if
available. No surety bonds will be accepted from insurance companies,
which are rated below A-/A3 by one or more rating agencies. If there
are split ratings amongst rating agencies, ERCOT will use the lowest of
different ratings within the same rating agency and amongst different
rating agencies.

(i11)  Surety bonds are subject to a limit of $10 million per Counter-Party per
insurer and an overall limit of $100 million per insurer for all ERCOT
Counter-Parties. This overall limit is aggregated for the entire corporate
tamily in case of multiple insurance companies belonging to the same
corporate family.

(iv)  The surety bond must be issued by an insurance company with a
minimum financial size category of XII as determined by AM Best.
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(<) The Counter-Party may deposit Cash Collateral with 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 Cash
Collateral shall be invested pursuant to the ERCOT Investment Corporate
Standard and all interest received on Cash Collateral will be payable directly to
the Counter-Party; provided, however, that any such arrangements may not
restrict ERCOT s immediate access to the cash.

(1)

(i)

Interest on Cash Collateral will be calculated on a monthly basis, based on
average daily balances of the Counter-Party Cash Collateral. Interest is
not paid on Cash Collateral balances held by ERCOT where, in
accordance with paragraph (4) of Section 16.11.7, Release of Market
Participant’s Financial Security Requirement, the Counter-Party’s
Standard Form Market Participant Agreement has been terminated and
ERCOT has determined that no obligations remain owing or will become
due and payable.

On or before the 15th Bank Business Day of each month, ERCOT will
credit each Counter-Party’s Cash Collateral account for the amount of
interest calculated for Cash Collateral held by ERCOT for the prior month.

[NPRR1184: Insert paragraph (iii) below upon system implementation and renumber

accordingly:]

(iii)

In addition, ERCOT will provide a report containing details on how the
interest amount was calculated for that month, which shall include, ata
minimum, the daily principal amount of the Cash Collateral held from
the Counter-Party and the imputed yield.

(iii)

ERCOT has a tirst priority 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 TPE is the sum of its “Total Potential Exposure Any” (TPEA) and

TPES:

(a) TPEA is the positive net exposure of the Counter-Party not included in TPES.

(b) TPES is the positive net exposure of the Counter-Party tor Future Credit Exposure
(FCE) and the Independent Amount (IA).

ERCOT Nonal PROTOCOIS — JuLy 1, 2024 16-41

PUEBLIC



SECTION 16; REGISTRATION AND QUALIFICATION OF MARKET PARTICIPANTS

(2) For all Counter-Parties:

TPEA = Max [0, MCE, Max [0, ((1-TOA) * EAL , + TOA * EAL ; + EAL ,)]] +
PUL
TPES = Max [0, FCE ] + 1A
The above variables are defined as follows:
Variable Unit Description
EAL , $ Estimated Aggregare Liabifitv for all QSEs that represents Load or

generafion—EAL for all QSEs represented by the Counter-Party if at least one
QSE represented by the Counter-Party represents either Load or generation.
EAL $ Estimated Aggregare Liabifitv for atl 0Sks —EAL for all QSEs represented by
the Counter-Party if none of the QSEs represented by the Counter-Party
represent either Load or generation.

EAL . $ Festimated Aggregate Liability for afl CRR Acecount Holders—EAL for all CRR
Account Holders represented by the Counter-Party.
PUL $ Potential Uplifi—Potential uplili to the Counter-Party, o the extent and in the

proportion that the Counter-Party represents Entitics to which an uplilt ol a
short payment will be madce pursuant (o Scction 9,19, Pariial Payments by
Tnvoice Recipicnts. Ttis calculated as the sum of: {a) Amounts cxpecicd 1o be
uplilied within onc vear ol the datc of the calculation; and (b) the Icsscr of: (i)
25% ol amounts expected 1o be uplified bevond one yvear of the dale of the
calculation: or (ii) ive years™ worth ol uplilt charges.

FCE . $ Future Credit Fxposure for all CRR Aceowns Holders—FCE for all CRR
Account Holders represented by the Counter-Party.
MCE $ Minimunr Current Fxposure—For cach Counier-Party, ERCOT shall determine

a Minimum Current Exposurc (MCE) as lollows:

MCE = Max[RFAF * MAF * Max[{ ), 3%, %, [L 400, * RTSPP | 4

i} Ao 221 Zp WL so0p* 12 - Gionp * (1-
NUCADT * T3] * RTSPP ;g 5] + [RTQONET ;o *
T34},

(Xe X020 Xy [Giogp®* NUCADS * T * RTSPP ; o /3,
{¥. X2, ¥, DARTNET, o, * T4/n}].
MAF * IMCE]

RTQQNET ; o , = Max| = (RTQQES ; ug 7. o~ RTQQEP ; i 5, o). BICH *
2 (RTQQES : o4y, o~ RTQQEP ; o4 . )| * RTSPP ; 0
DARTNET ; o4 » = DAM EOO Cleared;; o4 * DART ; o ,~ DAM TPO

Cleared ; v p * DART ; oy , + DAM PTP Cleared ; ou , *
DARTPTP; ,; ,— DAM EOB Cleared ; o , * DART ; 4 5
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Where:

Giogp= Total Metered Generation ar all Resource Nodes for the
Counter-Party for interval / for Operating Day od at
Settlement Point p

Livtpn= Total Adjusted Metered Load (AML) at all Load Zones for
the Counter-Party for interval / for Operating Day od at
Settlement Point p

= Marker Adjustment Facfor—Used to provide for the
potential for overall price increases based on changes to
ERCOT market rules or market conditions. This factor
shall not be set below 100%. Revisions to this factor will
be recommended by the Technical Advisory Commniittee
(TAC) and the ERCOT Finance and Andit (F&A)
Committee, and approved by the ERCOT Board. Such
revisions shall be implemented on the 45th calendar day
following ERCOT Board approval unless otherwise
dirccted by the ERCOT Board.

NUCADS = Ner Unit Contingent Adiusiment—To allow for situations
where a generator mayv unintentionally or intentionally
meet its requirement from the Real-Time Market (RTM)

RTQQNET ; vy .= Ner OSE-to-QSE Energy Trades for the Counter-Party for
interval / for Operating Day o4 at Settlement Point p

RTQQES ; o4 5. . = OSE Energv Trades for which the Counter-Party is the
seller for interval / for Operating Day od at Settlement
Point p with Counter-Party ¢

RTQQEP ,, od, p, - = OSF Fnergy Trades [or which the Counter-Party is the
buyer for interval / for Operating Day od at Settlement
Point p with Counter-Party ¢

BTl = Bilaieral Trades Credit Facior

RTSPP,; oz ,=  Real-Time Settlement Poini Price [or inlcrval 1 lor
Opcraling Day od al Scttlement Point p

DARTNET ; oy . = Ne# L2240 aciivities for the Counter-Party for interval /
for Operating Day od at Settlement Point p

DART; ot p=  Day=dhead - Real-Time Spread for interval 7 for Operating
Day od at Settlement Point p

DAM EOB Cleared ; o4 , = LAM Energv Only Bids Cleared for interval / for
Operating Day od at Settlement Point p

DAM EOO Clcared ; og » = PAA Itnergy Onhy Offers Cleared (or inlerval §
(or Opcrating Day od al Sctilement Point p

DAM TPO Cleared ; oz , = PAM Three-Part Offers Cleared Tor inlerval i [or
Opcraling Day od al Scttlement Point p

DAM PTP Clearcd ; o, , = PAA Point-io-Poind (PTP) Obligations Cleared
for inicrval i for Opcraling Day od al Sctilement Point p

DARTPTP , oq , = Dav-Ahead - Real-Time Spread for valuc of PTP
Obligation lor inlcrval 7 for Operating Day od al
Sctilement Point p

c= Bilateral Counter-Party
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Variable Unit Description
cif = Cap fnterval Facfor - Represents the historic largest
percentage of Svstem-Wide Offer Cap (SWCAP) intervals
during a calendar day
e= Most recent 7 Operaling Days lor which RTM Tnitial
Scitlement Statements arc available
i= Scttlement Tnicryval
n= Days used for averaging
mH = Notional Multiplier
od = Operating Dav
p= A Sciilement Point
INPRR1013: Replace the variable “MCE” above with the following upon system
implementation of the Real-Time Co-Optimization (RTC) project:]
MCE $ Minimum Current Fxposure—TFor cach Counter-Party, ERCOT shall
determing a Minimum Current Exposure (MCE) as lollows:
MCE = Max[RFAF * MAF * Max[{ . [ £% ¥, [L ;oa, * RTSPP o4
iy (e B2 Zp WL sodp* 12 -G iogp * (1-
NTACADT) * T3] * RTSPP , 4 ;] + [RTQQNET ; oz, *
T31fn)},
(Xe X2 Xy [Giog p®* NUCADS * 27 * RTSPP ; o /3,
(Xe L% X, DARTNET, o, * T4/n}
+{¥. X DARTASONET, s . * 743},
MAF * IMCE|
RTQOQNET ; o4 = Max[X (RTQQES ; sg .- RTQQEP ; og ), BTCF *
TARTQQES ; oy« — RTQQEP ; oy o ) * RTSPP ; o 5
DARTNET , o1, = DAM EOQ Clcared ; og  * DART , g »,+ DAM TPO
Cleared ; oz p * DART ; og , + DAM PTP Clearcd ; og » *
D ARTPTP iod p— DAM EOB CICFII‘Cd i od, p * D ART i, od,
DARTASONET; .s= DAM ASOO Cleared ; . * DARTMCPC ; o
Where:
Gioip= Toltal Metered GGeneration af all Resource Nodes for the
Counter-Party for interval / for Operating Day od at
Settlement Point p
L ogp= Tolal Adjusted Metered Load (AMT) at all Load Zones
forthe Counter-Parly [or inlerval 7 for Operaling Day od
al-Scitlement Point p
MAF = Marker Adjusiment Factor—Used 1o provide for the
poicntial lor overall price increascs based on changes (o
ERCOT markel rulcs ot markct conditions. This laclor
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Variable

Unit

Description

shall not be sct below 100%, Revisions (o this faclor
will b¢ recommended by the Technical Advisory
Committee {TAC) and the ERCOT Finance and Audit
(F&A) Cominittee, and approved by the ERCOT Board.
Such revisions shall be implemented on the 45th
calendar day following ERCOT Board approval unless
otherwise directed by the ERCOT Board.

NTCADT= Net Unit Contingent Adjustmeni—T0 allow [or

situations where 4 generater may wmntentionally or
intentionally meet its requirenient from the Real-Time
Maiket (RTM)

RTQONET ; 44 »= Net OSFE-to-0OST Inergy Trades Torthe Counler-Party
for inicrval i for Opcrating Day od al Sctilement Point p

RTQQES ; od s, - = OSTC Finergy Trades for which the Counter-Party is the
seller for interval # for Operating Day od at Selllement
Poinl p with Counter-Parly ¢

RTQQEP ; o4 5, - = OST Itnergy Trades [or-which the Counter-Party is the
buyer [or inierval  Tor Operating Day od at Sciilement
Poinl g with Counter-Parly ¢

DARTASONET , oq = Net DAM Ancillary Service Onlv activities Tor
interval 1 for Operating Day od

DAM ASQO Cleared ; .« = DAM Ancillary Service Only Offers Cleared
in DAM for interval / for Operating Day od

DARTMCPC ; .= Dav-Ahead — Real-Time MCPC Spread for iriterval /
for Operating Dayv od

BTl = Bilaieral Trades Credit Facior

RTSPP oz =  Real-Time Settlemeni Poini Price (or interval i for
Opcraling Day od al Scttlement Point p

DARTNET ; oz , = Net DAM dctivities Tor the Counter-Party (ot interval §
for Opcrating Day od at Sciilement Point p

DART ,oi,=  Dav-Ahead - Real-Time Spread [or inlerval § for
Opcraling Day od al Scttlement Point p

DAM EOB Cleared ; ou , = D2AM Energy Only Bids Cleared for intervil
for Operating Day od at Settlement Point p

DAM EOQQ Cleared ; oy » = £X1Af Energy Onbv Offers Cleared for interval /

for Operating Day od at Settlement Point p

DAM TPO Cleared ; oy » = £2AM Three-Part Offers Cleared for interval i
for Operating Day od at Settlement Point p

DAM PTP Clearcd ;, og p = PAM Point-to-Point (PTP) Obligations
Cleared Tor inlerval § for Operating Day ad al
Sctilement Point p

DARTPTP ; .z = Dav-Ahead - Real-Time Spread ot valuc ol PTP
Obligation for intcrval i for Opcrating Day od at
Setilement Point p

o= Bilateral Counter-Party

cif = Cap fmterval Facfor - Represents the historic largest
percentage of System-Wide Offer Cap (SWCAP)
intervals during a calendar day
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Variable

Unit

Description

e= Mosl recenl # Operaling Days lor which RTM Tnitial
Sctilement Statements arc available

i= Scttlement Intcryval

n= Days uscd lor averaging
= Notional Multiplier

od = Operating Day

p= A Scllement Point

IMCE

Initial Minimum Current Ixposure

IMCE = TOA * (SWCAP * nm * cifés)

TOA

Nong

Trade-Only Activin—Counter-Party that docs nol represent cither a Load or a
generation QSE. Set to “07 il Counter-Parly represents a. QSE thal has an
association with a Load Scrving Entity (LSE) or a Resource Entily, or il
Counter-Party docs not represent any QSE: otherwise sctto 1.

g

Nong

QSEs represented by Counter-Party,

None

CRR Account Holders represented by Connter-Party.

IA

$

Independent Amouni—The amount required to be posted as defined in Section
16.16.1, Counter-Party Criteria.

RFAF

Nong

Real-Time Forward Adjustiment Factor—The adjustment faclor for RTM-
rclated forward exposure as defined in Section 16.11.4.3.3, Forward Adjustment
Factors.

The above parameters are defined as follows:

Parameter Unit Current Value*
"M None 50
cif Percentage 9%
NUCADS Percentage Mininmm value of 20%.
Yy Days 2
T2 Days 5
T3 Days 5
T4 Days 1
s Days For a Counter-Party that represents Load this value is cqual (o 3,
otherwise this valuc is cqual (o 2,
BICH Percentage 80%
M Days 14
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Parameter Unit Current Value*

* The current value for the parameters referenced in this table above will be recommended by TAC and
approved by the ERCOT Board. ERCOT shall update parameter values on the first day of the month following
ERCOT Board approval unless otherwise directed by the ERCOT Board. ERCOT shall provide a Market Notice
prior to implementation of a revised parameter value.

(3)

(4)

If ERCOT, in its sole discretion, determines that the TPEA or the TPES for a Counter-
Party calculated under paragraphs (1) or (2) above does not adequately match the
financial risk created by that Counter-Party’s activities under these Protocols, then
ERCOT may set a different TPEA or TPES for that Counter-Party. ERCOT shall, to the
extent practical, give to the Counter-Party the information used to determine that
difterent TPEA or TPES. 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.

ERCOT shall monitor and calculate each Counter-Party’s TPEA and TPES daily.

16.11.4.2  Determination of Counter-Party Initial Estimated Liability

(h For each Counter-Party, except those Counter-Parties that are only CRR Account
Holders, ERCOT shall determine an Initial Estimated Liability (IEL) for purposes of
Section 16.11.3, Alternative Means of Satistying ERCOT Creditworthiness
Requirements.

(2) For a Counter-Party that has all 1ts QSEs representing only LSEs, ERCOT shall calculate

the IEL using the following formula:

IEL = DEL * Max [0.2, RTEFL] * RTAEP * (M1 + M2)

The above variables are defined as follows:

Variable Unit | Description
TEL $ Initial Estimated Liabitin—The Counter-Party’s Initial Estimated Liability.
DEL MWh Daily Istinrated Load—The Counter-Party s ¢stimalted average daily Load as

dcicrmined by ERCOT bascd on informaiion provided by the Counter-Pariy.

RTEFL none Real-Time Fnergy Factor jor Load—The ratio of the Counler-Party s
¢stimated encrgy purchases in the RTM as deicrmined by ERCOT bascd on
information provided by the Counter-Parly, to the Counter-Parly *s Daily
Estimaicd Load.

RTAEP $/MWh | Real-Time Average Energy Price—Average Settlement Point Price for the
*ERCOT 3457 as defined in Section 3.5.2.5, ERCOT Hub Average 345 kV
Hub (ERCOT 345), based upon the previous seven days” average Real-Time
Settlement Point Prices.

(3) For a Counter-Party that has all its QSEs representing only Resources, ERCOT shall

calculate the IEL using the tollowing formula:

IEL = DEG * Max [0.2, RTEFG] * RTAEP * (M1 + M2)
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The above variables are defined as follows:

Variable Unit | Description
IEL $ Initial Estimated Liahilin—The Counicr-Party’s Tnitial Estimated Liability,
DEG MWh Dailv Estimated Generation—The Counter-Party’s estimated average dailv

generation as determined by ERCOT based on information provided by the
Counter-Party.

RTEFG Nnone Real-Time Energy Factor for Generation—The ratio of the Counter-Party’s
QSE to QSE estimated energy sales 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 I'nergy Price—Average Seillement Point Price for the
“ERCOT 345" as defincd in Scction 3.5.2.5 bascd upon the previous seven
days average Real-Time Scitlement Poinl Prices.

(4) For a Counter-Party that has QSEs representing both LSE and Resources, ERCOT shall
calculate the Counter-Party’s [EL using the following formula:

IEL =  DEL * Max [0.1, RTEFL] * RTAEP * (M1 + M2) + DEG * Max [0.1,
RTEFG] * RTAEP * (M1 + M2)

The above variables are defined as follows:

Variable Unit Description

IEL $ Initial Estimated Liahilin—The Counicr-Party’s Tnitial Estimated Liability,

DEL MWh Daily Fstimaled Toad—The Counter-Party 's estimalied average daily Load
as determined by ERCOT bascd on information provided by the Counter-
Party.

DEG MWh Dailv Estimated Generation—The Counter-Party’s estimated average dailv

generation as determined by ERCOT based on information provided by the
Counter-Party.

RTEFL Nnone Real-Time Energy Factor for Load—The ratio of the Counter-Party’s
estimated energy purchases in the RTM 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 I'nergy Price—Average Scillement Point Price Tor the
“ERCOT 345" as defincd in Scction 3.5.2.5 bascd upon the previous scven
days” avcrage Real-Time Sctildement Poini Prices.

RTEFG none Real-Time Energy Factor for Generation—The ratio of the Counter-Party’s
(QSE to QSE cstimated encrgy sales as determined by ERCOT, based on
information provided by ihe Counter-Party, to the Counier-Parly s Daily
Estimated Generation,

(5) For a Counter-Party that has all its QSEs representing neither Load nor generation, and
that 1s not representing a CRR Account Holder, the IEL is equal to IMCE as defined in
paragraph (2) of Section 16.11.4.1, Determination of Total Potential Exposure for a
Counter-Party.

(6)  For a Counter-Party that is only a CRR Account Holder and is not a QSE, the IEL is zero.
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16.11.4.3  Determination of Counter-Party Estimated Aggregate Liability

(1) After a Counter-Party commences activity in ERCOT markets, ERCOT shall monitor and
calculate the Counter-Party’s EAL based on the formulas below.

EAL ;= Max [IEL during the first 40-day period only beginning on the date
that the Counter-Party commences activity in ERCOT markets,
RFAF * Max {RTLE during the previous frq days}, RTLF] + DFAF *
DALE + Max [RTLCNS, Max {URTA during the previous /rg days}]
+OUT,+ ILE,

EAL (= Max [RFAF * Max {RTLE during the previous Irf days}, RTLF| +
DFAF * DALE + Max [RTLCNS, Max {URTA during the previous /rt
days}] + OUT

FAL .= OUT,

ERCOT may adjust the number of days used in determining the highest RTLE and/or URTA,
and/or to exclude specific Operating Days to calculate RTLE, URTA, OUT, or DALE.

The above variables are defined as follows:

Variable Unit Description

EAL, $ Iestimated Aggregale Liahility for all the QSEs represenied by a Counler-Party i
al Icast onc QSE represented by the Counier-Parly represents cither Load or
gencration,

EAL $ Iestimated Aggregale Liahility for all the OSTos representied by a Counler-Party i
nonc of the QSEs represented by the Counter-Parly represent cither Load or
gencration,

EAL, % Estimarted Aggregate Liabifity for all the CRR Account [{olders represented by
the Counter-Party.

IEL % Initial Estimated Liabifify for alf the OSEs represented by the Counter-Party if at

least one QSE represented by the Counter-Party represents either Load or
generation as defined in paragraphs (1), (2), (3) and (4) of Section 16.11.4.2,
Determination of Counter-Party [nitial Estimated Liability.

g (QSEs represented by Counter-Party.

f QSEs represeniced by a Counter-Parly i none of the QSEs represented by the
Counler-Party represent cither Load or gencration.

a CRR Account Holders represented by Countler-Party.

RTLE $ Real-Time Liabilitv fxtrapolated—M1 multiplied by the sum of the net amount,

with zcro substituted for missing valucs, duc (o or [rom ERCOT by the Counler-
Party in the 14 most recent Operating Days Tor which RTM nitial Statcments
arc produced lor Counter-Partics according to the ERCOT Sculement Calendar
divided by 14.

URTA $ Unbitled Real-1ime Amount—M2 multiplied by the sum of the net amount, with
zero substituted for missing values, due to or from ERCOT by the Counter-Party
in the 14 most recent Operating Days for which RTM Initial Statements are
produced for Counler-Partics according Lo the ERCOT Scitlement Calendar
divided by 14.
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Variable Unit Description

RTL $ Real-Time Liabititv—The estimated or settled amounts due to or from ERCOT
due to activities in the RTM for an Operating Day, as defined in Section
16.11.4.3.2, Real-Time Liability Estimate.

RTLCNS $ Real-Time Liability Completed and Not Setiled—For cach Opcrating Day thal is
compleied but not sctled, ERCOT shall calculate RTL adjusicd up by rifeu?s il
there is a net amount due 1o ERCOT or adjusted down by rilcd?i il there is a net
amount duc 1o the QSE.

RTLCNS = Sum of Max RTL(rtfcu% * RTL, rilcd?4 * RTL) lor all
completed and not scitled Operating Days

Where;
rileu = Real-Time Liability Markup
riled = Real-Time Liability Markdown
RTLF $ Real-Time Liahility Forward—rillp' of the sum ol cstimated RTL rom the

most reeent seven Opcrating Days.

RTLF = rtif% of the Sum of Max RTL{r#lcu?%i * RTL, rlced?s * RTL) lor
the niost recent seven Operating Days

Where:
Filip Real-Time Liability Forward
OouT, $ Quistanding Unpaid Transaciions—Outslanding unpaid (ransactions [or all

(QSEs represenied by the Counter-Parly. which include (a) outsianding Tnvoices
o the Counter-Party: (b) cstimated unbilled items to the Counter-Parly. o the
extent not adequately accommodated in the RTLE calculation (including
resettlements and other known liabilities); and (c) estimated CRR Auction
revenue available for distribution for Operating Dayvs in the previous two
months, to the extent not invoiced to the Counter-Party. lnovoices will not be
considered outstanding for purposes of this calculation the Business Day after
that Invoice pavment is received.

OUT ,=OIA , + UDAA ,+ UFA , + UTA , + CARD

Where:

OIA 4= Ouistanding fvoice Amounts for all the QST
represented by the Counter-Party — Sum ol any
outstanding Real-Time and Day-Ahead unpaid invoices
issued to the Counter-Party. including but not limited to
CRR Auction Revenue Distribution (CARD) Invoices,
CRR Balancing Account Invoices, Default Uplift
Lovoices, Securitization Uplift Charge Reallocation
lnvoices, and other miscellansons lnvoices. Also
included are the amounts or portions of Invoices due to
the Counter-Party that have been short-paid as a result
of a defanlt or non-pavment of Invoices due to ERCOT
by another Connter-Party.

UDAA , = Unbilted Dav-1head Amounts for all the OSks
represented by the Counrer-Pariy — Sum of DAL for all
the QSEs represented by the Counter-Party for all
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Variable Unit Description

Operating Days for which a DAM Statement is not
generated.

UFA ;= Unbilled Final Amounts for all the OSIs represented by
the Counter-Party — Unbilled (inal extrapolated days
(fcdy multiplicd by the sum of the net amount duc o or
[rom ERCOT [or all QSEs represenied by the Counter-
Party for Operating Dayvs for which RTM Final
Statements were generated in the 21 most recent
calendar days. divided by the number of Operating
Days for which RTM Final Settlement Statements were
generated for the Counter-Party in the 21 most recent
calendar davs.

UTA , = Unbilled True-Up Amounis for afl the OSEs represented
by the Counter->arfv — Unbilled true-up extrapolated
davs (1td) nmltiplied by the sum of the net amount due
to or from ERCOT by the Counter-Party for all the
QSEs represented by the Counter-Party for Operating
Days for which RTM Tme-Up Statements were
generated inthe 21 most recent calendar davs. divided
by the mmber of Operating Davs for which RTM True-
Up Settlement Statements were generated for the
Counter-Party in the 21 most recent calendar days.

CARD= CRR Auction Revenue Distribution for alf the QSEs
represented by the Counrer-Iariy — Estimate of the
Counter-Party’s nnpaid allocation of CRR Auction
revemues that have already been collected but have not
been paid out to all QSEs represented by the Counter-
Party. CRR Auction revenues that have been eamed but
not billed are distributed based on the following Load
Ratio Sharcs (LRSs): (a) Zonal LRS applicd to revenucs
from CRRs clcared and have source and sink poinls
localed within a 2003 ERCOT Congestion Management
Zone (CMZ), and (b) ERCOT-widce LRS applicd (o all
other CRR Auction revenues. The LRS will be based
on the lalcst completed operating month for which LRS
arc available,

DAL $ Dav-dhead Liabifinv—The estimated or settled amonuts due to or from ERCOT
due to activities in the DAM for an Operating Dav. as defined in Section
16.11.4.3.1, Dav-Ahead Liability Estimate.

OuUT, $ Qutstanding Unpaid Transactions—Outstanding unpaid transactions for all
(QSEs represented by the Counter-Party if none of the QSEs represented by the
Counter-Party represent either Load or generation., which include (a) outstanding
Lovoices to the Counter-Party; (b) estimated unbilled items to the Counter-Party,
to the extent not adequately accommodated in the RTLE calculation (including
resettlements and other known liabilities).

OUTf:OIA r+IJ-DAA r+.U-FA ¢+UTA;*

Where:

ERCOT Nonal PROTOCOIS — JuLy 1, 2024 16-31
PUBLIC



SECTION 16; REGISTRATION AND QUALIFICATION OF MARKET PARTICIPANTS

Variable Unit Description

OlA ;= Cutstanding fnveice Amounis for all the QSEs
represented by the Counter-Partv if none of the QSks
represented by the Counter-Party represent either Load
or generation — Sum of any outstanding Real-Time and
Day-Ahead unpaid Invoices issued to the Counter-Party,
including but not limited to CRR Balancing Account
Lovoices, Default Uplift Invoices and other
misccllancous Tnvoices. Also included arc the amounts
or porlions ol invoices due Lo the Counter-Party that
have been short-paid as a resull of a. Delault or non-
payment ol invoices duc to ERCOT by anoiher
Counlcr-Party.

UDAA ;= Unbilled Day-Ahead Amounts Jor all the OSks
represenied by the Counter-Party if none of the (JSFs
represented by the Counter-Party represent either Load
or generation — Sum of DAL for all the QSEs
represenied by the Counter-Parly [or all Operating Days
for which DAM Slalement is nol generated.

UFA ;= Unbilled Final Amounts for all the OSIs represented by
the Cownder-Party if none of the OSTs represenied by
the Counder-Party represent cither Load or generation
— ufid multiplicd by the sum of the net amount duc Lo or
[rom ERCOT [or all QSEs represenied by the Counter-
Parly lor Operating Days for which RTM Final
Statements were gencraied in the 21 most recent
calendar days, divided by the number of Operating
Days lor which RTM Final Sclllement Stalemenis were
generaled (or the Counter-Party in the 21 most recent
calendar days.

UTA ;= Unbilled True-Up Amounts for all the OSTts represenied
by the Counder-Party if none of the QSIS represented
by the Counier-Party represent cither Load or
generaiion — wid multiplicd by the sum of the nci
amount duc to or from ERCOT by the Counter-Party lor
all the QSEs represenied by the Counter-Party lor
Operating Days for which RTM True-Up Statemennts
were generated in the 21 most recent calendar davs.
divided by the number of Operating Days for which
RTM Tme-Up Settlement Statements were generated
for the Counter-Party in the 21 most recent calendar
days.

OUT . $ Cuistanding Unpaid Transaciions for all CRR Account Holders represented by
the Counfer-farty—Ontstanding, unpaid transactions of all the CRR. Account
Holders represented by the Counter-Party, which include outstanding lovoices to
the Counter-Party. Invoices will not be considered outstanding for purposes of
this calculation the Business Day after that [nvoice paviment is received.

OUT.=0lA ,+UDAA ,

Where:
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Variable Unit Description

OlA ;= Cutstanding fnveice Amounis for all the CRR Account
Holders represented by the Counter-Pariy — Sum of amy
outstanding Real-Time and Day-Ahead unpaid [nvoices
issued to the Counter-Party including but not limited to
CRR Balancing Account Invoices, Default Uplift
Invoices and other miscellaneous [nvoices. Also
included are the amounts or portions of Invoices due to
the Counter-Party that have been shorl-paid as a result
ol a default or non-payment of Tnvoices due 1o ERCOT
by anolhcr Counicr-Partty,

UDAA .= Unbilled Dav-1head Amounis for all the CRR Account
Holders represented by the Counter-Party — Sum of
DAL of all ih¢ CRR Ac¢count Holders represented by
the Counter-Party Tor all Operaling Days for which
DAM Statcment is not gencrated.

ILE, $ Incremental Load Fxposure—In the event of a Mass Transition necessitated by
the default of a Counter-Party representing a QSE associated with an LSE,
ERCOT may adjust the TPE of the Counter-Parties representing QSEs that are
qualified as Providers of Last Resort (POLRs) to reflect the estimated
Incremental Load Exposure (ILE) resuliing (rom the Mass Transition. The
adjustment will be bascd on the POLR s pro rafa share of the defaulting
Counicr-Parly’s RTLE, bascd on the tolal cstimaled Electric Service Tdentificrs
(ESTIDs) (o be transitioned. ERCOT will communicate any such adjustment 1o
the Authorized Representative ol cach Counter-Party who is a POLR within 24
hours of the initialion of a Mass Transition. The TLE adjustment will remain in
placc no more than the number of days necessary (o cllect a Mass Transition lor
the defaulting Counter-Party, alter which time the incremental exposure will be
fully reflecied in the Counter-Pariy *s unadjusted TPE.

DALE $ Average Dailyv Day-Ahead Liability Fxtrapolated—M1 multiplicd by the sum of
the nel amount, with »cro substitwled for missing valucs, due to or [rom ERCOT
by the Counter-Party in the seven most recent Operaling Days [or which DAM
Settlement Statements are produced lor Counter-Partics according (o the
ERCOT Sculement Calendar divided by scven.

M1 M1 = Mla + Mlb—Multiplict for DALE and RTLE. Provides (or forward risk
during a Counter-Parly terminalion upon default based upon the sum of the time
period required for any ermination upon defaull (M1a) and the time period
required for a Mass Transition only (M1b). The Mla componenl is applicable
to all Counter-Partics. The M1b component is applicable only 1o Counter-
Partics representing any QSE associaled with a LSE.

Mla= Time period required for anv termination from an
Operating Day.
Mla is comprised of a fixed value (Ad¢). representing
davs from issnance of a collateral call to termination, and
a calendar day-specific variable value. For any Operating
Day, Mla is equal to the total nuniber of forward calendar
davs encompassed by starting on the Operating Day,
including A{/« Bank Pusiness Davs forward, and adding
any ERCOT holidays that are also Bank Business Days.

Milb = Weighted average transition davs = Min(B, (2 + Max(1,
(u+1)2)*(1-DF)). rounded up o wholc days
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Variable Unit Description

Where:

u= (ESIn/r) Unscaled number ol days 1o transition.

B= Benchmark value. Used Lo establish a maximum M1
valuc,

ESIn= Number of ESI [Ds associated with an individual
Counter-Party. This value will be updated no less often
than annually by ERCOT and updaicd values
communicaicd 1o individual Counter-Partics. Counter-
Partics enlering the market will provide an ¢stimaied
number of EST IDs (or usc during their first six months of
market activily. Subscquent to this time, the value [or
that Counter-Party shall be updated by ERCOT
concurrently with other Counter-Partics with QSEs
representing an LSE,

r= Assumed ESTTD daily transition rale,

DF = Discount Factor applied to MI1b if the Connter-Party
meets other creditworthiness standards that may be
developed and approved by TAC and the ERCOT Board.

M2 Multiplier for URTA.

RFAF None Real-Tipre Forward Adjusiment Facior—The adjustment factor for RTM-related
forward cxposurc as defined in Scetion 16.11.4.3.3, Forward Adjustment
Factors.

DFAF Nong Day-Ahead I'orward Adjustment Factor—The adjustment lactor for DAM-
rclaled forward exposure as defined in Scction 16.11.4.3.3.

ra Davs Look-back period for RTM to find the maximum of RTLE or URTA for all
(QSEs represented by the Counter-Party if any of the QSEs represented by the
Counter-Party represent either Load or generationn.

i Davs Look-back period for RTM to find the maximum of RTLE or URTA for all
(QSEs represented by the Counter-Party if none of the QSEs represented by the
Counter-Party represent either Load or generationn.

The above parameters are defined as follows:

Parameter Unit Current Value*
rileu Pereentage 110%
riled Pereentage 9%
Filfp Pereentage 150%
ufil Days 35
wid Davs 180
Mid Days 8
3 Days 8
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Parameter Unit Current Value*

¥ nonc 100,000 per day

D Pereentage 0

M2 Days 9

Irg Days 40

It Davs 20

* The current value or the parameiers relerenced in this table above will be recommended by TAC and
approved by the ERCOT Board. ERCOT shall update parameier valucs on the first day ol the month
following ERCOT Board approval unless otherwise dirceted by the ERCOT Board. ERCOT shall provide a
Market Notice priot (o implementation ol a revised parameter value.

16.11.4.3.1

Day-Ahead Liability Estimate

(N ERCOT shall estimate Day-Ahead Liability (DAL) for an Operating Day as the sum of
estimates tor the following DAM Settlement charges and payments:

(a) Section 4.6.2.1, Day-Ahead Energy Payment;

(b) Section 4.6.2.2, Day-Ahead Energy Charge;

(c) Section 4.6.3, Settlement for PTP Obligations Bought in DAM;

(d) Section 4.6.4.1.1, Regulation Up Service Payment;

(e) Section 4.6.4.1.2, Regulation Down Service Payment;

(f) Section 4.6.4.1 3, Responsive Reserve Service Payment;

(g) Section 4.6.4.1 4, Non-Spinning Reserve Service Payment;

(h) Section 4.6.4.1.5, ERCOT Contingency Reserve Service Payment;

(i) Section 4.6.4.2.1, Regulation Up Service Charge;

() Section 4.6.4.2.2, Regulation Down Service Charge;

(k) Section 4.6.4.2.3, Responsive Reserve Service Charge;

(D) Section 4.6.4.2.4, Non-Spinning Reserve Service Charge;

(m)  Section 4.6.4.2.5, ERCOT Contingency Reserve Service Charge;

(n) Section 7.9.1.1, Payments and Charges for PTP Obligations Settled in DAM;
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(0)
(p)

(@

16.11.4.3.2

Section 7.9.1.2, Payments for PTP Options Settled in DAM,

Section 7.9.1.5, Payments and Charges for PTP Obligations with Refund Settled
in DAM; and

Section 7.9.1.6, Payments for PTP Options with Refund Settled in DAM.

Real-Time Liability Estimate

(1) ERCOT shall estimate RTL for an Operating Day as the sum of estimates tor the
tollowing RTM Settlement charges and payments:

(a)

(b)

Section 6.6.3.1, Real-Time Energy Imbalance Payment or Charge at a Resource
Node, using Real-Time Metered Generation (RTMG@) as generation estimate;

Section 6.6.3.2, Real-Time Energy Imbalance Payment or Charge at a Load Zone,
using 14-day or seven-day-old LRS for Load estimate;

INPRR829: Replace item (b) above with the following upon systemt implementation. |

(b) Section 6.6.3.2, Real-Time Energy Imbalance Payment or Charge at a Load
Zone, using 14-day or seven-day-old LRS for Load estimate and Real-Time
telemetry of net generation as the generation estimate;

(c) Section 6.6.3.3, Real-Time Energy Imbalance Payment or Charge at a Hub;,

(d) Section 6.6.3.4, Real-Time Energy Payment for DC Tie Import;

(e) Section 6.6.3.8, Real-Time Payment or Charge for Energy from a Settlement Only

Distribution Generator (SODG) or a Settlement Only Transmission Generator
(SOTG), using the Real-Time telemetry, if provided, of net generation as the
outtlow estimate and the Real-Time Price for each SODG or SOTG site;

INPRR995 and NPRR1077: Replace applicable portions of item (e} above with the
Jollowing upon system implementation:|
(e) Section 6.6.3.8, Real-Time Payment or Charge for Energy from a Settlement
Only Distribution Generator (SODG), Settlement Only Transmission Generator
(SOTG), Settlement Only Distribution Energy Storage System (SODESS), or
Settlement Only Transmission Energy Storage System (SOTESS), using the
Real-Time telemetry of net generation as the outflow estimate and the Real-
Time Price for each SODG, SOTG, SODESS, or SOTESS site;
() Section 6.6.4, Real-Time Congestion Payment or Charge tor Self-Schedules; and
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INPRRI10I3: Insert items (g)-(k) below upon system implementation of the Real-Time Co-
Optimization (RTC) project and renumber accordingly:]

(g) Section 6.7.5.1, Regulation Up Payments and Charges;

(h) Section 6.7.5.2, Regulation Down Payments and Charges;

(1) Section 6.7.5.3, Responsive Reserve Payments and Charges;

) Section 6.7.5.4, Non-Spinning Reserve Payments and Charges; and

(k) Section 6.7.5.5, ERCOT Contingency Reserve Service Payments and Charges.
() Section 7.9.2.1, Payments and Charges for PTP Obligations Settled in Real-Time.

16.11.4.3.3

Forward Adjustment Factors

(h Forward adjustment factors are used to adjust TPEA based on electricity futures prices.

(a) Futures Weekly Average Price (FWAP):
FWAP,, = (1/nfivh) * 20w [FHP g rius]

(b) Projected Real-Time Forward Average Price (PRFAP):
PRFAP =Y3,_ [RWF . * FWAP ]

(<) Projected Day-Ahead Forward Average Price (PDFAP):
PDFAP=Y2_ [DWF . * FWAP,]

(d) Historic Real-Time Settled Average Price (HRSAP):
HRSAP = (I/nhrh) * Y S [RTSPP s, 1. us]/4

(e) Historic Day-Ahead Settled Average Price (HDSAP):
HDSAP = (1/nhdh) ¥ SHAE DASPP i, o]
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(f)

(g)

Real-Time Forward Adjustment Factor (RFAF):

RFAF = PRFAP/HRSAP

Day-Ahead Forward Adjustment Factor (DFAF):

DFAF = PDFAP/HDSAP

The above variables are defined as follows:

Variable Unit Description

PRFAP $MWh | Projected Real-Time Forward Average Price—The average RTM price per MWh
projecled forward bascd on Tutures markel prices.

PDFAP $MWh | Projected Day-Ahead Forward Average Price—The average DAM price per MWh
projected forward based on futures market prices.

w Nong Onc of the three conseculive forward wecks beginning with the current Operating
Day.

RWE, None Real-Time Weight Iractor for forward week w such that

5?v:]_ RWE, w = 1
DIV, None Dav-Ahead Weight Factor for forward week w such thal
42 DWE, =1

Jwh None fromvard Week Hour—An Opcraling Hour (rom a forward week w.

afwh None Number of Forward Week Hours—Tolal numbcr ol hours in a forward wecek,

rhub None Reference {fub—The electrical Hub used as a reference for futures mark-to-market
prices.

FWAP, $MWh | Furures Weekly Average Price for week w—The average futures price for the hours
of the forward week w.

FHP fos, v $MWh | Futwres Howrly Price of the Reference Hub rhub for Forward Week Hour fwh—The
most recent mark-to-market price available for an clectricily fulures product that is
applicable o the forward wecek hour Avk Tor the relerence Hub rhuh,

ERCOT will disclose to the market the source of its selected electricity futnres
product(s) nsed for FHP. In the event that an ERCOT-selected electricity futures
product(s) becomes unavailable or unsuitable for the intended purpose, ERCOT will
sclect a substitute cleetricity Tutures product(s). ERCOT shall set the value of RFAF
o 1 and DFAF to 1. and provide Notice of this change as soon as practicable, until
such time as a substitule clectricity fulures product(s) is sclected and implemented by
ERCOT. ERCOT will notily Market Participants ol any change in the ¢lectricily
[utures producit(s) al lcast 60 days prior to the beginning of their use. Tn the event
that 60 days” Notice cannel be given, ERCOT will notily Markel Participants as soon
as praclicablc prior 10 usc.

hrh None Historic Real-Time {four—An Operating Hour that is settled and used in the most
recent RTLE calenlation.

nhrh None Number of Historic Real-1ime {fours—Total munber of historic Real-Time hours
that are settled and used in the most recent RTLE calculation.

i Nong Sefffement Inferval—A 15-minute interval that is part of an Operating Hour.

RTSPPy, 5 $/MWh | Real-Time Settlement Point Price for / interval that is part of Operating Hour Ar#

rhusb for the Settlement Point ##h.

HRSAP $MWh | [listoric Real-Time Setiled Average Price—The average historic Real-Time settled

price.
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HDSAP $MWh | flisioric Day-1head Settled Average Price—The average historic Dav-Ahead settled
price.

hdh None Historic Day-Ahead {four—An Operating Hour that is settled and used in the most
recent DALE calcnlation.

nhdh None Number of Historic Day-Ahead Howrs—Tolal numbcer ol historic day-ahcad hours

that arc scilled and wsed in the most recent. DALE calculation.

DASPP $/MWh | Day-Ahead Settlement Point Price for Operating Hour Adf for the Settlement Point
rhusb rhith.

RFAF None Real-Time Forward Adiusiment Factor.
DFAF None Dav-Ahead Irorward Adiustment Iractor.

The above parameters are defined as follows:

Parameter Unit Current Value*

rhith None ERCOT North Hub

RWT, Nong 1/3

RIWFT Nong 1/3

RiVEs None 173

DIF; None 173

DR Nong 1/3

DR Nong 1/3

* The current value for the parameters referenced in the table above will be recommended by TAC and
approved by the ERCOT Board. ERCOT shall updaic parameter valucs on the first day of the month
following ERCOT Board approval unless otherwise dirceted by the ERCOT Board. ERCOT shall provide a
Markel Notice prior (o implementation of a revised parameler value.

16.11.4.4 [RESERVED]

16.11.4.5  Determination of the Counter-Party Future Credit Exposure

(1) ERCOT shall monitor and calculate the Counter-Party’s FCE for all the CRR Account
Holders represented by the Counter-Party as CRR Owner of record at ERCOT.

FCE 2 = FCEOBL 2+ FCEOPT 2

The above variables are defined as follows:
Variable Unit Description

FCE , % Future Credit Fxposure for all CRRs held by aff CRR Account {{olders represented
by the Counter-Party.
FCEOBL . | § Future Credit Exposiire for PTP Oblisations for all PTP Obligations held by all

CRR Account Holders represented by the Counter-Party as CRR Owner of record
at ERCOT, for all Operating Days in the current operating month, Prompt Mounth,
and all Forward Months.

FCEOPT ., | § Future Credit Bxposiire for 117 Opfions for all PTP Options held by all CRR
Account Holders represented by the Counter-Party as CRR Owner of record at
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Variable Unit

Description

ERCOT. for all Operating Days remaining in the current operating month and
Pronmipt Month.

a nonc

All CRR Account Holders represented by the Counter-Parly.

(2) The Counter-Party’s FCE tor PTP Obligations (FCEOBL) held by all CRR Account
Holders represented by the Counter-Party as CRR Owner of record at ERCOT are

calculated as follows:

FCEOBL

PWACP )]

PWACP ,»

Y [Cr Y s NAOBLMW o 5, 6. 5) * (-Min(0, PWA 100, ms

>4 25 EINAOBLMW 4. .65 * EACPomn iyl / 2020k

[NAOBLMW ., 7, 4. 0]

The above variables are defined as follows:

Variable

Unit

Description

FCEOBL .

$

Furure Credit Bxposure for P11 Obligations for all PTP Obligations held by
all CRR Account Holders represented by the Counter-Party as CRR Owner of
record at ERCOT for all Operating Days in the current operating month,
Prompt Month, and all Forward Months.

NAOBLMW .., 5, ¢ &

Net Awarded P17 Oblisations—INet awarded PTP Obligations with the source
Jand sink & lor the hour 7 and month s owned by all CRR Account Holders
represented by the Counter-Parly as CRR Owner of record al ERCOT for all
Opcrating Days in the current operating month, Prompt Month, and Forward
Months.

PWA oo m

MW
per
hour

Portfolio Weighted Adder—The porifolio weighled adder calculaicd as the
1004 percentile of a volume weighted average rolling consccutive DAM
scitled price for all CRR Account Holders represented by the Counter-Party as
CRR Owner of record al ERCOT bascd on volumes owned for the month #,
over a period that represents a momnth for each product type (18 days for 5*16.
8 davs for 2*16, 28 davs for 7*8). The look-back period for DAM settled
prices shall be the lesser of January 1, 2011 to the current time, and the current
time minus three vears. If historical Day-Ahead Settlement Point Prices
(DASPPs) are not available for a Settlement Point for one or more Operating
Days, ERCOT will designate a proxy Settlement Point for this purpose, and the
DASPPs of the proxy Settlement Point of corresponding Operating Days are
used.

PWACP ,;

MW
per
hour

Porifolio Weighted Auction Clearing Price—The portlolio weighted auction
clearing price calculated as the volume weighted auction clearing price lor all
CRR Account Holders represented by the Counter-Parly as CRR Owner of
record al ERCOT based on the most recent auction clearing price lor the
month # and volumes owned lor the month m.
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Variable Unit | Description
EACP o, 5, ¢ $/IMW | Effective Auctfion Clearing rice— The anction clearing price with the source f
per and sink & for the hour 4, and month .
hour | For cach CRR PTP Obligation, this valuc is cqual to the auction clearing price
of an awarded CRR sclected as follows:
(a) Awarded CRRs wilh the source 7 and sink & containing hour /2 and
operating month m are sclected from the set of unexpired awarded
PTP Obligations. T no awarded CRRs are found the EACP value is
#CT0.
(b) Tr (a) results in more than onc awarded CRR, awarded CRRs with the
most recent award date are sclected.
(c) If (b) results in more than one awarded CRR, then the awarded CRR
with the lowest auction clearing price is selected.
¥ none | A source Settlement Point.
k None A sink Sclllement Point,
m none | An operating month.
h nonc | An Opcerating Hour.
a none | All CRR Account Holders represented by the Connrter-Party.
cil o none 100™ pereentile conlidence interval,

(3) The FCE tor PTP Options (FCEQOPT) held by all the CRR Account Holders represented
by the Counter-Party as CRR Owner of record at ERCOT are calculated as follows:

FCEOPT .

- 2m 20 25 k [(NAOPTMW n 4. ¢, 1)) * Max(0, A civg, cton. ¢. )]
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The above variables are defined as follows:

Variable Unit | Description

FCEOPT . $ fruture Credit Fxposure for PTP Options—TFCE lor all PTP Options held by all
CRR Account Holders represented by the Counter-Party as CRR Owner of
record at ERCOT for all Operating Dayvs remaining in the current operating
month and Prompt Month.

A 200, ctom, 6, 16 $MW | Path Specific DAM Based Adder—Path specific DAM based adder calculated
per as 99th percentile of the average rolling consecntive DAM settled price for the
hour CRR source / and sink & over a period that represents a month for each CRR

Time Of Use (TOU) cion product type (18 davs for 5%16, 8 days for 2*106, 28
days for 7*8). The look-back period for DAM settled prices shall be the lesser
of Jamary 1, 2011 to the current time. and the current time nminus three years.
1T historical DASPPs arc not available lor a Scttlement Poinl for onc or more
Opcraling Days, ERCOT will designatc a proxy Scitlement Point (or (his
purpose, and the DASPPs of the proxy Scttlement Point ol corresponding
Opecraling Days arc uscd.

NAOPTMW ., 5 ¢ 4 MW Net Awarded PTP Opiions—Ncl awarded PTP Options with the source 7 and
sink & for the hour & and month m owned by all CRR Account Holders
represenied by the Counter-Parly as CRR Owner of record at ERCOT lor
remaining Operating Days in the current operating month, and Prompt Month.

j nonc | A source Scitlement Point.

k none | A sink Settlement Point.

m nonc | Anoperating month.

clou none | CRR Time Of Use block.

h none | An Operaling Hour.

a none | All CRR Account Holders represented by the Connrter-Party.

iy none | 99" percentile conlidence interval,

16.11.4.6  Determination of Counter-Party Available Credit Limits

(1)  ERCOT shall calculate an Available Credit Limit for the CRR Auction (ACLC) and an
Available Credit Limit for the DAM (ACLD) as follows:

(a) ACLC for each Counter-Party equal to the maximum of zero and the net of its:

(i) Secured Financial Security; minus
(it)  (1+ACLIRF) * TPES; minus
(ii1)  Net Positive Exposure of approved CRR Bilateral Trades; minus
(iv)  Maximum of:
(A) Zero;and
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(B)  ((I+ACLIRF) * TPEA),
(b) ACLD for each Counter-Party equal to the maximum of zero and its:
(i) Remainder Collateral; minus
(i)  ACLIRF * TPES; minus

(i)  (1+ACLIRF) * TPEA.

(c) If all or part of a Counter-Party’s ACLC and/or ACLD cannot be computed due to
an ERCOT computer system failure or Market Suspension, then ERCOT shall
esttimate ACLC and/or ACLD for that Counter-Party and provide the information
used to determine such estimates to that Counter-Party. If all or part of ACLC

and/or ACLD cannot be estimated with current data, then the most recently

available values shall be used to determine the Counter-Party’s ACLC and/or

ACLD. ERCOT shall provide electronic Notice, as soon as practicable, to
Counter-Parties when utilizing this methodology, and shall further provide

electronic Notice to Counter-Parties when current data is restored and available to

calculate ACLC and ACLD under paragraphs (a) and (b) above.

The above parameters are defined as follows:

Parameter Unit Current Value*

ACLIRE Percentage 10%  ACL fncremental Risk Factor.

* The current value or the parameiters relerenced in this table above will be recommended by TAC and
approved by the ERCOT Board. ERCOT shall update parameier valucs on the first day ol the month
following ERCOT Board approval unless otherwise directed by the ERCOT Board. ERCOT shall provide a
Market Notice prior to implementation of a revised parameter value.

16.11.4.6.1 Credit Requirements for CRR Auction Participation

(1) As a requirement for participation in any CRR Auction, each Counter-Party participating
in any CRR Auction, including those 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 prior to the

close of the CRR bid submission window.

(2) Consistent with paragraph (4)(c)(ii) of Section 7.5.1, Nature and Timing, ERCOT shall
only modify the credit limit date in paragraph (1) above under a condition in which an

ERCOT computer system failure causes Counter-Parties to be delayed or unable in
submitting their credit limits for the CRR Auction and ERCOT determines that the
successful execution of the CRR Auction would be jeopardized without such
modification. In such an event, ERCOT will issue a Market Notice advising of the
revised credit limit date and its cause.
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(3)  ERCOT shall assign the ACL locked for CRR Auction for each Counter-Party
participating in any CRR Auction as the lower of the Counter-Party’s:

(a) Requested credit limit, as described in paragraph (1) above;

(b) ACLC, calculated in accordance with paragraph (1)(a) of Section 16.11.4.6,
Determination of Counter-Party Available Credit Limits, at the time of the closure
of the CRR bid submission window; or

(c) Pre-auction screening credit exposure amount, calculated in accordance with
paragraph (2) of Section 7.5.5.3, Auction Process.

(4)  ERCOT shall impose a credit limit in awarding bids and offers in the CRR Auction as
described in Section 7.5.5.3.

16.11.4.6.2 Credit Requirements for DAM Participation

(N ERCOT shall impose a credit limit of the ACLD on each Counter-Party participating in
the DAM.

(2) ERCOT shall impose the credit limit for DAM participation calculated in paragraph (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.

(3) A new credit limit will be sent to each Counter-Party participating in the DAM daily.

16.11.4.7  Credit Monitoring and Management Reports

(1) ERCOT shall post twice each Business Day on the Market Information System (MIS)
Certified Area each active Counter-Party’s credit monitoring and management related
reports as listed below. The first posting shall be made by 1200 and the second posting
shall be made as close as reasonably possible to the close of the Business Day but no later
than 2350. The reports listed in items (f) and (g) below are not required to be included in
both first and second posting if the Counter-Party has no active CRR ownership. The
reports listed 1n items (c), (d), (e), (f), and (g) below are not required to be included in the
second post if there are no changes to the underlying data. ERCOT shall post one set of
these reports on the MIS Certified Area on each non-Business Day tor which an ACL is
sent.

(a) Available Credit Limit (ACL) Summary Report;
(b) Total Potential Exposure (TPE) Summary Report;
(c) Minimum Current Exposure (MCE) Summary Report;

(d) Estimate Aggregate Liability (EAL) Summary Report;
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(e) Estimated Aggregate Liability (EAL) Detail Report;

(f) Future Credit Exposure for CRR PTP Obligations (FCEOBL) Summary Report;
and

(¢)  Future Credit Exposure for CRR PTP Options (FCEOPT) Summary Report.

[NPRR1103: Insert item (h) befow upon system implementation:]

(h) Securitization Credit Exposure Report.

[NPRR1184: Insert paragraph (2) below upon system implementation and renumber
accordingly:]

(2) ERCOT shall post, no later than the 15th Bank Business Day of each month, the
following reports on the MIS Certified Area for each active Counter-Party:

(a) Monthly Collateral and Interest Report; and

(b)  Annual Collateral and Interest Report.

(2) The reports listed in paragraph (1) above will be posted to the MIS Certified Area in
Portable Document File (PDF) tormat and Microsoft Excel (XLLS) tormat. There shall be

A 1

a provision to “open”, “save” and “print” each report.

INPRRI1184: Replace paragraph (2) above with the following upon system
implementation:|

(3) The reports listed in paragraphs (1) and (2) above shall be posted to the MIS Certified
Area in Portable Document File (PDF) format and Microsoft Excel (XLS) format.

There shall be a provision to “open”, “save” and “print” each report.

16.11.5  Monitoring of a Counter-Party’s Creditworthiness and Credit Exposure by ERCOT

(N ERCOT shall monitor the creditworthiness and credit exposure of each Counter-Party.
To enable ERCOT to monitor creditworthiness, each Counter-Party shall provide to
ERCOT:

(a) Its own or its Ultimate Parent’s quarterly (semi-annually, if the Ultimate Parent is
foreign and rated by a rating agency acceptable to ERCOT) unaudited financial
statements not later than 60 days (90 days if the Ultimate Parent is foreign and
rated by a rating agency acceptable to ERCOT) after the close of each of the
1ssuer’s fiscal quarters; if an 1ssuer’s financial statements are publicly available
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(2)

(b)

(c)

(d)

electronically and the issuer provides to ERCOT sufficient information to access
those financial statements, then the issuer is considered to have met this
requirement.

Its own or its Ultimate Parent’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
congidered to have met this requirement. ERCOT may extend the period for
providing interim unaudited or annual audited statements on a case-by-case basis.
Annual audited financial statements must be prepared in accordance with U.S.
Generally Accepted Accounting Principles (GAAP) or Financial Reporting
Standards (IFRS).

For paragraphs (a) and (b) above, financial statements shall include the Counter-
Party’s or its Ultimate Parent’s:

(i) Statement of Financial Position (balance sheet) as of the applicable
quarterly or annual ending date;

(i1) Statement of Income (or Profit and Loss); and
(iii)  Statement of Cash Flows.

Notice of a material change. A Counter-Party shall inform ERCOT within one
Business Day 1f it has experienced a material change in its operations, financial
condition or prospects that might adversely affect the Counter-Party.

A Counter-Party is responsible at all times tor maintaining:

(a)

(b)

Financial Security in an amount equal to or greater than that Counter-Party’s:
(i) TPES; plus

(it)  Net Positive Exposure of approved CRR Bilateral Trades; plus

(iii)  ACL locked tfor CRR Auction, it any; and

Remainder Collateral in an amount equal to or greater than that Counter-Party’s
TPEA.

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 (6)(a) below, to
provide additional Financial Security to maintain compliance with this Section.

When either the Counter-Party’s TPEA or TPES as defined in Section 16.11.4,
Determination and Monitoring of Counter-Party Credit Exposure, reaches 90% of its
requirement, ERCOT shall use reasonable eftorts to electronically issue a warning to the
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Counter-Party’s Authorized Representative and credit contact advising the Counter-Party
that it should consider increasing its Financial Security. However, tailure to issue that
warning does not prevent ERCOT from exercising any of its other rights under this
Section,

(5)  ERCOT may suspend a Counter-Party when:

(a) That Counter-Party’s TPES as defined in Section 16.11.4, equals or exceeds
100% of its Financial Security; or

(b) That Counter-Party’s TPEA as defined in Section 16.11.4 equals or exceeds 100%
of its Remainder Collateral.

The Counter-Party is responsible at all times tfor managing its activity within both its

TPEA and its TPES or increasing its Financial Security to avoid reaching its limits. 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 appropriate Financial Security in amounts

equal to or greater than that Counter-Party’s TPES and TPEA as defined in Section

16.11.4.

(6) To the extent that a Counter-Party fails to maintain Financial Security in amounts equal
to or greater than its TPES or Remainder Collateral in amounts equal to or greater than its
TPEA, each as defined in Section 16.11.4:

(a) ERCOT shall promptly notify the Counter-Party of the amount by which its
Financial Security must be increased and allow it
(1) 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; or
(it)  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.
ERCOT shall notify the QSE’s Authorized Representative(s) and Credit Contact
1f 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 ERCOT notifies the Counter-Party that is the QSE, ERCOT may
notify each LSE and Resource represented by the Counter-Party that the LSE or
Resource may be required to designate a new QSE if its current QSE fails to
increase its Financial Security.

(<) 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
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(7)

(8)

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 cbligations 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 1t has increased 1ts Financial Security. ERCOT may reject any bids or offers
from the Counter-Party in the DAM until it has increased its Financial Security.

If a Counter-Party increases its Financial Security as required by ERCOT by the deadline
in paragraph (6)(a) above, then ERCOT may notify each LSE and Resource represented
by the Counter-Party.

If a Counter-Party increases its Financial Security as required by ERCOT by the deadline
in paragraph (6)(a) above, then ERCOT shall release any payments held.

16.11.6  Payment Breach and Late Payments by Market Participants

(1

(2)

It 1s 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, are paid tc ERCOT
by the applicable time and date specified in the Protocols. It no time is specified in the
Protocols for a particular type of payment, then payment must be made by the close of
the Bank Business Day on which payment is due.

If a Market Participant receives separate Invoices for Subordinate QSE or varicus 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
18 not permitted. The amounts due to ERCOT on the separate Invoices for each Market
Participant must be paid by the applicable time and date specified in the Protocols. 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.

The tailure 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 a Late Payment and constitutes an event of Payment Breach. For purposes of
designating a Late Payment, ERCOT shall consider multiple Invoices unpaid when due
on a single Business Day by a single Market Participant as constituting one Late
Payment. 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 unless cured within one Bank Business Day after ERCOT delivers to the
Market Participant written notice of the Payment Breach.
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(4)

(6)

(7)

(8)

Upon a Payment Breach, ERCOT shall immediately attempt to contact the Market
Participant’s Authorized Representative and/or Credit Contact named in the Counter-
Party Credit Application telephonically to inform the Market Participant of the Payment
Breach, and demand payment of the past due amount. ERCOT shall also provide the
Market Participant with written notice of the Payment Breach via email. Upon a
Payment Breach, ERCOT may impose remedies tor Payment 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, these Protocols or at commeon law.

If a Market Participant makes a payment (or a partial payment, if allowed by these
Protocols) or satisfies a collateral call to ERCOT after the required due date and time, or
if a short-paid Invoice is settled by a draw on available security greater than the amount
of Market Participant’s cash collateral held in excess of that required to cover its TPE
(“Excess Collateral”), then that payment will be deemed a “Late Payment.”

For purposes of assessing if a payment is a Late Payment, the time of receipt of a
payment will be determined as follows:

(a) For cash payments, the timestamp for when funds are credited to ERCOT’s bank
account, or;

(b) For non-cash Financial Security,

(i) The timestamp of the email or facsimile, if the required documentation is
delivered to ERCOT by email or facsimile, or;

(1)  The timestamp of the delivery receipt, if the required documentation is
mailed or physically delivered to ERCOT.

ERCOT may, in its sole discretion, and upon a Market Participant’s showing that the
failure to pay when due was not within the control of the Market Participant, deem that a
failure to pay when due was neither a Payment Breach nor a Late Payment.

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, ERCOT’s Remedies for Late Payments by a Market
Participant.

16.11.6.1 ERCOT’s Remedies

(1) 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.
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16.11.6.1.1 Neo Payments by ERCOT fo Market Participant

(1) ERCOT is not required to make any payment to a Market Participant unless and until the
Market Participant satisfies 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, and may apply all withheld funds toward the payment of the delinquent
amount(s), 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

(1) Upon a Payment Breach, ERCOT, at its option, without notice to the Market Participant
and in 1ts 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

(1) ERCOT shall aggregate all amounts due it by the Market Participant under any
agreement with ERCOT and these 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 turther 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

(1) ERCOT, at its sole discretion, may repossess CRRs held by a Market Participant with a
Payment Breach or other Default. 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. CRRs that settle in the same calendar month
as the repossession but subsequent to the eftective date of the repossession shall be
volded. The Market Participant will neither be charged, nor entitled to credit, tor the
voided CRRs in the DAM Settlement. ERCOT shall offer a portfolio of CRRs containing
all of the remaining unveided repossessed CRRs, with each repossessed CRR in its
existing configuration, in a one-time auction to Market Participants (other than the
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Market Participant(s) in Payment Breach or other Default) for sale to the highest bidder
with a positive bid price for the entire portfolio. PTP Options with Refund and PTP
Obligations with Refund will be voided and will not be included in the portfolio of
repossessed CRRs available in the one-time auction. ERCOT shall offset net revenues
from that sale against amounts owed to ERCOT by the Market Participant. If revenues
trom the sale exceed amounts owed to ERCOT then the excess shall be remitted to the
Market Participant. If ERCOT receives no positive bids for the portfolio of CRRs in the
one-time auction, ERCOT shall void all of the repossessed CRRs,

(1)

[NPRR1023: Replace paragraph (1) above with the following upon system
implementation:|

ERCOT, at its sole discretion, may repossess CRRs held by a Market Participant in
Default under an Agreement with ERCOT. ERCOT shall effect that repossession by
sending a written notice to the Market Participant of the repossession and by removing
the Market Participant’s access to the repossessed CRRs. The repossessed CRRs will
be handled as specified in Section 16.11.6.1.6, Liquidation of Repossessed or Forfeited
CRRs,

16.11.6.1.5 Declaration of Forfeit of CRRs

(1

At ERCOT’s sole discretion, 1f it does not receive full payment on the due date of a CRR
Auction Invoice, may declare any of the CRR bids cleared and Pre-Assigned Congestion
Revenue Rights (PCRRs) allocated to the Market Participant forteited. ERCOT shall
etfect that forfeiture by sending a written notice to the Market Participant of the forteiture
and of not delivering the CRRs or PCRRs to the Market Participant’s CRR account.
ERCOT shall either (a) offer all forfeited CRRs, with each forfeited CRR in 1ts existing
contiguration, in a one-time auction to Market Participants (other than the Market
Participant(s) in Payment Breach or other Default) tor sale to the highest bidder with a
positive bid price or (b) 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 specitfied in Section 7.5.7, Method for
Distributing CRR Auction Revenues.

(1

[NPRR1023: Replace paragraph (1) above with the following upon system
implementation: |

At ERCOT’s sole discretion, if it does not receive full payment on the due date of a
CRR Auction Invoice, it may declare any of the CRR bids cleared and Pre-Assigned
Congestion Revenue Rights (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 by not delivering the CRRs or PCRRs to the Market
Participant’s CRR account. The forfeited CRRs or PCRRs will be liquidated as
specified in Section 16.11.6.1.6, Liquidation of Repossessed or Forfeited CRRs.
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(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 oftset net revenues due to the Market
Participant from CRRs offered and cleared against amounts owed to ERCOT by the
Market Participant.

[NPRR1023: Replace paragraph (2) above with the following upon system
implementation: |

(2) ERCOT may also, at its sole discretion, honor any of the sell ofters that were cleared
in the CRR Auction made by a Market Participant who fails to fully pay the CRR
Auction Invoice when due. ERCOT shall offset net revenues due to the Market
Participant from CRRs offered and cleared against amounts owed to ERCOT by the
Market Participant.

[NPRR1023: Insert Section 16.11.6.1.6 below upon system implementation and renumber
accordingly: |

16.11.6.1.6 Liquidation of Repossessed or Forfeited CRRs

(1) If any repossessed or forfeited CRRs have the following characteristics, they will be
irrevecably voided, the capacity will be dissolved, and they will not settle in the DAM
bevond the effective date of the repossession or forfeiture nor be offered into any
future CRR Auctions:

(a)  PTP Options with Refund and PTP Obligations with Refund;

(b) Awarded PCRRs that have not vet been priced in a CRR Auction and paid for
by the breaching or defaulting Market Participant; and

(c)  Partial-month CRRs resulting from bilateral trades.

(2) The remaining unvoided CRRs in the repossessed or forfeited porttolio will be
liquidated 1n the following manner, based on the characteristics of the CRRs:

(a) For CRRs that settle in the same month as the effective date of the repossession
or fortfeiture, for CRRs where the timing of the Market Participant Payment
Breach or Default does not allow for the repossessed or forfeited CRRs to be
offered into the CRR Monthly Auction in the calendar month following the
Payment Breach or Default, for forfeited CRRs that were awarded in a CRR
Monthly Auction, and for repossessed CRRs that have been offered into every
available auction but were not fully awarded, the CRRs will settle in the DAM
and may result in net payments or charges accruing for Operating Days
throughout the month, as follows:
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(1) If the CRR portfolio results in a net charge in the DAM, the payment
will, to the extent possible, be made by drawing en any available
Financial Security of the Market Participant from whom the CRRs were
repossessed or forfeited. If this is insufficient to pay the charge in full,
the remainder due will be short-paid for the Operating Day in
accordance with Section 9.7.3, Enforcing the Financial Security of a
Short-Paying Invoice Recipient. Regardless of the short pay, any
Market Participant from whom CRRs were repossessed or torfeited
shall remain liable for any charges associated with the liquidation of its
CRRs in accordance with paragraph (4) of Section 16.11.6.1.7,
Revocation of a Market Participant’s Rights and Termination of
Agreements.

(i) It the CRR porttolio results in a net payment in the DAM, the payment
amount will be added to the cash cellateral held by ERCOT for the
Market Participant from whom the CRRs were repossessed or forfeited.

(b) For any remaining unvoided repossessed or forfeited CRRs for one-month or
multi-month strips, ERCOT will ofter each CRR into the next available auction
for the effective time period of the repossessed or forfeited CRR.

(1) CRRs will be offered into auctions at -$0.01 for PTP Options and -
$500.00 for PTP Obligations,

(i) It a CRR is offered into an auction but is not fully awarded, the
remaining MW of the CRR will be offered into the next available
auction for the effective time period of the repossessed or forfeited
CRR. ERCOT may adjust the offer price for a PTP Obligation in
subsequent auctions to increase the likelihood of the sell offer being
fully awarded.

If another auction will net be held for the effective time period of the
repossessed or torfeited CRRs, the remaining unawarded MW of each
CRR will settle in the DAM and may result in net payments or charges
accruing for Operating Days throughout the month, as noted in
paragraph (2)(a) above.

(iii)  Prior to offering repossessed or forfeited CRRs into an auction, ERCOT
will calculate the value of all PTP Obligations tor each CRR Account.
Holder associated with the defaulting Counter-Party by summing the
value of all existing PTP Obligations for which the most recent auction
clearing price for the effective time period of the auction was negative.
The value of each CRR will be calculated per the tollowing formula:
(MW amount) x (TOU hours) x (auction clearing price). The total
value of the PTP Obligations for the defaulting Counter-Party will be
evaluated to determine if it exceeds 10% of the value of all existing PTP
Obligations for which the most recent auction clearing prices for the
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effective time period of the auction were negative. If the total value of
the PTP Obligations for the defaulting Counter-Party to be offered into
an auction exceeds the 10% threshold, ERCOT will prorate the CRR
MW amounts to be offered inte the auction to reduce the total portfolio
value to be below the 10% threshold. The remaining CRR MW will be
offered into the next available auction for the eftective time period of
the repossessed or forfeited CRRs or will settle in DAM if there will not
be another auction. for the effective time period.

(1v) A charge resulting from the sale of the CRRs into an auction will, to the
extent possible, be paid by drawing on any available Financial Security
of the Market Participant from whom the CRRs were repossessed or
forfeited. If this is insufficient to pay the charge in full, the remainder
due will be short-paid in accordance with Section 9.7.3. Regardless of
the short pay, any Market Participant from whom CRRs were
repossessed or forfeited shall remain liable for any charges associated
with the liquidation of its CRRs in accordance with paragraph (4) of
Section 16.11.6.1.7.

(v) A payment resulting trom the sale of the CRRs into an auction will be
added to the Financial Security of the Market Participant from whom
the CRRs were repossessed or forfeited.

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

(N 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 or Terminated Qualified
Scheduling Entity — Notification to LSEs and Resource Entities Represented, and Section
16.2.6.1, Designation as an Emergency Qualitfied Scheduling Entity or Virtual Qualitied
Scheduling Entity, apply.

(3) If a breaching Market Participant is also an LSE (whether or not the Default occurred
pursuant to the Market Participant’s activities as an LSE), then:

(a) Within 24 hours of receiving notice ot 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 Public Utility Commission of Texas (PUCT), ERCOT shall initiate a Mass
Transition of the Market Participant’s ESI 1Ds pursuant te Section 15.1.3.1, Mass
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Transition Process, 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

(N If a Market Participant makes any Late Payments, and even if ERCOT does not
immediately implement the above-referenced remedies for any Payment Breach by a
Market Participant, the Market Participant is subject to the actions enumerated in this
Section.

(2)  This Section does not waive ERCOT’s right to impose remedies for Payment 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, these Protocols, or at common law, for any
Payment Breach by the Market Participant in each rolling 12-month period for purposes
of imposing the Late Payment remedies set forth in this Section,

16.11.6.2.1 First Late Payment in Any Rolling 12-Month Period

(1) For the first Late Payment in any rolling 12-month period, ERCOT shall take Level I
Enforcement action, as described in Section 16.11.6.2.5, Level I Enforcement.

(2) ERCOT shall send written notice to the Market Participant’s Authorized Representative
and/or Credit Contact via email, advising the Market Participant of the action required
under Level I Enforcement.

16.11.6.2.2 Second Late Payment in Any Rolling 12-Month Period

(N For the second Late Payment in any rolling 12-month period, ERCOT shall take Level 11
Enforcement action, as described in Section 16.11.6.2.6, Level 11 Enforcement.

(2) ERCOT shall send written notice to the Market Participant’s Authorized Representative
and/or Credit Contact via email, advising the Market Participant of the action required
under Level 11 Enforcement.

16.11.6.2.3 Third Late Payment in Any Rolling 12-Month Period

(1) For the third Late Payment in any rolling 12-month period, ERCOT shall take Level IIT
Enforcement action, as described in Section 16.11.6.2.7, Level IIT Enforcement.
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(2) ERCOT shall send written notice to the Market Participant’s Authorized Representative
and/or Credit Contact via email, advising the Market Participant of the action required
under Level III Enforcement, and informing the Market Participant that a fourth Late
Payment in any rolling 12-month period shall result in ERCOT taking action under
Section 16.11.6.1.6, Revocation of a Market Participant’s Rights and Termination of
Agreements.

16.11.6.2.4 Fourth Late Payment in Any Rolling 12-Month Period

(N For the fourth Late Payment resulting from a Payment Breach in any rolling 12-month
period, ERCOT shall take action under Section 16.11.6.1.6, Revocation of a Market
Participant’s Rights and Termination of Agreements.

16.11.6.2.5 Level I Enforcement

(N Under Level I Enforcement, ERCOT shall notify the Market Participant to comply with
one of the following requirements:

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

(2) Increased Financial Security requirements under this Section remain in effect for a
minimum of 60 days and remain in effect thereafter until ERCOT, at its sole discretion,
determines to reduce such Financial Security requirements to the normally applicable
levels.

16.11.6.2.6 Level IT Enforcement

(N Under Level Il Enforcement, ERCOT shall notify the Market Participant that 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 115% of
the Market Participant’s TPE or for any other liability to ERCOT that the Market
Participant has or 1s expected to have for activity in the ERCOT Region,

(2) Increased Financial Security requirements under this Section remain in eftect for a
minimum of 60 days and remain in effect thereafter until ERCOT, at its sole discretion,
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determines to reduce such Financial Security requirements to the normally applicable
levels.

16.11.6.2.7 Level HI Enforcement

(1

(2)

Under Level 111 Enforcement, ERCOT shall notify the Market Participant that the Market
Participant shall provide Financial Security within two Bank Business Days at 120% of
the Market Participant’s TPE or for any other liability to ERCOT that the Market
Participant has or is expected to have for activity in the ERCOT Region. Required
Financial Security in excess of TPE must be in the form of a cash deposit.

Increased Financial Security requirements under this Section remain in effect for a
minimum of 90 days and remain in effect thereafter until ERCOT, at its sole discretion,
determines to reduce such Financial Security requirements to the normally applicable
levels.

16.11.7  Release of Market Participant’s Financial Security Requirement

(1)

Following the termination of a Market Participant’s Standard Form Market Participant
Agreement, ERCOT shall retain Financial Security to cover potential future obligations
of the terminated Market Participant. These obligations may include, but are not limited
to, Resettlement Statements, Final or True-Up Settlements, and Default Uplift Invoices.

(1)

[NPRR1023: Replace paragraph (1) above with the following upon system
implementation: |

Following the termination of a Market Participant’s Standard Form Market Participant
Agreement, ERCOT shall retain Financial Security to cover potential future
obligations of the terminated Market Participant. These obligations may include, but
are not limited to, the Invoices associated with the liquidation of repossessed or
forfeited CRRs, Resettlement Statements, Final or True-Up Settlements, and Default
Uplitt Invoices.

[NPRR1023: Insert paragraph (2) below upon system implementation and renumber
accordingly:]

(2) Regardless of whether a Market Participant’s Agreement with ERCOT has been
terminated, ERCOT shall not return or release any Financial Security of a Market
Participant from whom CRRs were repossessed or forfeited until all such repossessed
or forfeited CRRs have been voided, settled in the DAM, or sold in a CRR Auctien in
accordance with Section 16.11.6.1.6, Liquidation of Repossessed or Forfeited CRRs,
and all Invoices associated with the liquidation have been paid in full.
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(2) Required Financial Security for potential future obligations of a terminated Market
Participant will be the maximum of the Counter-Party’s TPE, as applicable, or $5,000.

INPRR1023: Replace paragraph (2) above with the following upon system
implementation:|

(3) Except as specified in paragraph (2) above, required Financial Security for potential
future obligations of a terminated Market Participant will be the maximum of the
Counter-Party’s TPE, as applicable, or $5,000.

(3) If a terminated Market Participant elects to withdraw non-cash Financial Security
tollowing termination, and ERCOT determines that Financial Security continues to be
necessary to cover potential future obligations, then the terminated Market Participant
must provide ERCOT with Cash Collateral in the amount determined by ERCOT under
this section betore ERCOT will return or release the non-cash Financial Security to the
terminated Market Participant.

(4) Upon ERCOT’s scle determination that no sums remain owed or are necessary to cover
potential future obligations to ERCOT by the terminated Market Participant, ERCOT
shall return or release any Financial Security held by ERCOT to the terminated Market
Participant.

INPRR1023: Insert Section 16.11.8 below upon system implementation and renumber
accordingly:]

16.11.8 Conversion of Letters of Credit and Surefy Bonds to Cash Collateral

(1) To facilitate Settlement of Market Participant Invoices arising in consequence of a
Payment Breach or other Default by a Market Participant, including but not limited to
those described in Section 16.11.6.1.4, Repossession of CRRs by ERCOT, Section
16.11.6.1.5, Declaration of Forfeit of CRRs, and Section 16.11.6.1.6, Liquidation of
Repossessed or Forfeited CRRs, ERCOT may at its sole discretion initiate conversion
of letters of credit, or surety bonds held as Financial Security to cash collateral.

16.11.8  Acceleration

(N 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.
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16.12  User Security Administrator and Digital Certificates

(1) Each Market Participant is allowed access to certain ERCOT computer systems through
the use of Digital Certificates upon execution of the Standard Form Market Participant
Agreement (as provided for in Section 22, Attachment A, Standard Form Market
Participant Agreement), and completion of applicable registration and qualification
requirements. Digital Certificates expire atter one year.

(2) A User Security Administrator (USA) is responsible for managing the Market
Participant’s access to non-public ERCOT computer systems through Digital Certificates.
A USA may also be responsible for managing the Market Participant’s access to the
online Resource Integration and Ongoing Operations (“RIOO”) system, which does not
require a Digital Certificate. Each Market Participant that will receive Digital
Certificate(s) must, as part of the application for registration with ERCOT, designate an
individual employee or authorized agent as 1ts USA, and optionally, a backup USA. If a
Market Participant has designated a backup USA and the primary USA fails to perform,
or 1s unable to perform, the functions required of a USA, then the backup USA shall
perform any and all functions required of the primary USA. The Market Participant is
responsible for revising its USA list as the need arises. The Market Participant’s USA 1s
responsible tor registering all Market Participant’s Digital Certificate holders
(“Certificate Holders™) and administering the use of Digital Certificates on behalf of the
Market Participant. ERCOT Critical Energy Infrastructure Information (ECEII) posted
on the Market Information System (MIS) Secure or Certified Area may be accessed only
by those individuals that are issued ECEII-eligible Digital Certiticates. Each Market
Participant that will receive Digital Certificates and having 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 the Digital Certificate user guide.

(3) Only Market Participants registered with ERCOT as either a Municipally Owned Utility
(MOU) or an Electric Cooperative (EC), and as a Distribution Service Provider (DSP)
and/or Load Serving Entity (LSE), may be eligible to opt out of designating a USA and
receiving Digital Certificates it the Market Participant demonstrates to ERCOT’s
satisfaction that it does not need a Digital Certificate to perform its obligations under the
ERCOT Protocols, market guides, or other applicable rules.

(4) An eligible Market Participant that wishes to opt out of designating a USA and receiving
Digital Certificates shall submit a request form, found on the ERCOT website,
confirming its desire to opt out subject to ERCOT’s review and approval. ERCOT will
notify the requesting Market Participant of 1ts approval or disapproval of the request
within 14 Business Days. ERCOT may subsequently revoke, at its sole discretion,
Market Participant’s election to opt out it the Market Participant’s lack of a Digital
Certificate causes administrative burdens or reliability concerns, ERCOT will send
notice of revocation to the Market Participant who will have ten Business Days to fill out
a Notice of Change of Information (NCI) form (Section 23, Form E, Notice of Change of
Intormation) and submit it to ERCOT. Once the NCI is submitted, the request tor a

ERCOT Nonal PROTOCOIS — JuLy 1, 2024 16-79
PUBLIC



SECTION 16; REGISTRATION AND QUALIFICATION OF MARKET PARTICIPANTS

Digital Certificate will be subject to the same requirements applicable to the processing
of an initial request by a new Market Participant.

(5) Market Participants that have received approval from ERCOT to opt out of designating a
USA and receiving Digital Certificates are not excused from obligations under the
ERCOT Protocols, other than the obligations required in this Section 16.12 regarding
Digital Certificates. Market Participants who opt out shall still be required to submit the
Digital Certificate Audit Attestation (DCAA) required by paragraph (2) of Section
16.12.3, Market Participant Audits of User Security Administrators and Digital
Certificates, for the portion of the year, if any, during which they had a USA and Digital
Certificate(s).

(6) A Market Participant that has been granted approval by ERCOT to opt out of designating
a USA and receiving Digital Certificates will not have access to information that would
ordinarily be retrievable with a Digital Certificate. A Market Participant that has been
granted approval by ERCOT to opt out of designating a USA and receiving Digital
Certificates may, at any time, cancel its opt-out status by submitting an NCI form
(Section 23, Form E).

16.12.1  USA Responsibilities and Qualifications for Digital Certificate Holders
(1) The USA and the Market Participant are responsible for the following:

(a) Requesting Digital Certificates for authorized 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 that 1t determines, after reasonable background review, poses a
threat to ERCOT’s market or computer systems.

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

(i)  The Certificate Holder is eligible to review and receive technology and
software under applicable export control laws and regulations. ERCOT
shall post links to such laws and regulations on the ERCOT website.
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(iv)  The Market Participant has conducted a reasonable review of the
Certificate Holder and has confirmed that the Certiticate Holder is not on
any U.S. terrorist threat lists such as the Consolidated Screening List or
the Federal Bureau of Investigation Most Wanted Terrorists List. ERCOT
will post links to relevant lists on the ERCOT website.

(v) The Certiticate Holder does not violate the conditions of use specitied by
the software vendor that provides the Digital Certiticates for the Market
Participant’s use and provided to the Certificate Holder. ERCOT will post
links to relevant conditions of use on the ERCOT website.

(b) Requesting revocation of Digital Certificates. The Market Participant or USA
shall request revocation of Digital Certificates by proceeding with the ERCOT
Digital Certificate revocation process as described in the Digital Certificate User
Guide. The Market Participant or USA shall request revocation of a Digital
Certificate under any of the tollowing 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 tor
identifying when job function changes occur) so that the
Certificate Holder no longer needs the Digital Certificate;

(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:

(A)  Violating the requirements if any of paragraph (1)(a)(1) — (v)
above;

(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 tor each Certificate Holder by assigning and
maintaining Digital Certificate roles for each authorized user in accordance with
the process set forth in ERCOT’s Digital Certificate user guide.

(d) Requesting annual renewal of Digital Certificates.

(e) If needed, 1ssuing Digital Certiticates for use by electronic systems not limited to
servers.
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(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
(h 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 the Digital Certiticate user guide.

(b) A Digital Certiticate may not be traded or sold.

(c) 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.

(d) The Market Participant is wholly responsible for any use of Digital Certificates
1ssued by 1ts USA.

16.12.3  Market Participant Audits of User Security Administrators and Digital Certificates
(1) During September of each year, each Market Participant that has been issued any Digital

Certificates shall generate a list of its registered USA and Certiticate 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 Certiticate 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 ERCOT’s Digital Certificate user guide to
rectify the discrepancy. The audit must, at a minimum contirm that:

(a) The Market Participant and each listed USA and Certificate Holder meet the
applicable requirements of paragraph (1)(a) of Section 16.12.1, USA
Responsibilities and Qualifications for Digital Certificate Holders, and are not
subject to any of the conditions that would require revocation as described in
paragraph (1)(b) of Section 16.12.1;

(b) Each listed USA and Certificate Holder 1s 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,;
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(2)

(3)

(4)

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

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

By October 1 of each year, a Market Participant shall submit to ERCOT a DCAA (as
provided for in Section 23, Form L, Digital Certificate Audit Attestation) from an
individual who: (a) is an officer, executive, or employee of the Market Participant or of
an Aftiliate of the Market Participant; and (b) has authority to bind the Market
Participant. The attestation shall certify 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 paragraph (1)(a) of Section 16.12.1, the
USA shall inform ERCOT as described in paragraph (1)(b) of Section 16.12.1 and
note the findings in the response; and

(c) The USA and all Certificate Holders have been qualitied through a reasonable
screening process and background review required by paragraphs (1)(a)(i)-(v) of
Section 16,121,

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 1s approved or denied. ERCOT
may approve no more than one extension request per Market Participant.

By December 1 of each year, ERCOT shall acknowledge receipt of each DCAA audit
received and indicate whether any required information is missing trom the DCAA.

16.12.4 ERCOT Audit - Consequences of Non-compliance

(1

(2)

ERCOT, or its designee, shall review the DCAA submitted under Section 16.12.3,
Market Participant Audits of User Security Administrators and Digital Certificates, and
may audit the Market Participant for compliance with the provisions of this Section
16.12, User Security Administrator and Digital Certiticates. The Market Participant shall
cooperate fully with ERCOT in such audits.

On or about December 15 of each year, ERCOT shall report to the Public Utility
Commission of Texas (PUCT) all Market Participants failing to properly perform and/or
submit complete DCAAC(s) as described in Section 16.12.3 or non-compliance with
Section 16,123,
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(4)

16.13

(1)

16.14

(1

(2)

ERCOT, after providing notice to the Market Participant and PUCT Staff, may disqualify
the Market Participant’s USA and/or revoke any or all Digital Certificates assigned to the
Market Participant 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.

ERCOT’s decision to disqualify a Market Participant’s USA or revoke a Market
Participant’s Digital Certificates as described above is subject to the following:

(a) A Market Participant’s Digital Certiticates may not be revoked unless the Market
Participant is given a reasonable opportunity to work with ERCOT to resolve the
reason for revocation;

(b) A Market Participant’s USA may not be disqualified unless 1t is given a
reasonable opportunity to authorize a new USA and assign new Digital
Certificates as necessary to prevent disruption of the Market Participant’s
business; and

(<) A Market Participant may dispute ERCOT’s decision to disqualify the Market
Participant’s USA and/or revoke its Digital Certificates through the Alternative
Dispute Resolution (ADR) Procedure in accordance with Section 20, Alternative
Dispute Resolution Procedure, and may appeal the result of the ADR process to
the PUCT as provided in Section 20,

Registration of Emergency Response Service Resources

An Emergency Response Service (ERS) Resource shall be deemed to have registered
with ERCOT when its duly autherized Qualified Scheduling Entity (QSE) submits an
offer on behalf of the Resource in accordance with Section 3.14.3.1, Emergency
Response Service Procurement.

Termination of Access Privileges to Restricted Computer Systems and Control
Systems

All Market Participants and ERCOT are required to have processes in place to terminate
access privileges, as soon as practicable, to Restricted Systems tor any employee,
consultant, or contractor, upon termination of employment or where access 1s no longer
required.

“Restricted Systems” include computer or control systems that are essential to the
operation of Restricted Facilities.
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(3)

(4)
(3)

(6)

(7)

16.13

(1

“Restricted Facilities” include Facilities and assets that support the reliable operation of
the bulk ERCOT System (100 kV and above), such as but not limited to:

(a) Generation Resources;
(b)  Transmission substations;

(<) Control/dispatch centers and backup control/dispatch centers related to items (a)
and (b) above;

(d) Systems and Facilities critical to system restoration (including but not limited to
Black Start generators and substations); and

(e) Systems and Facilities critical to automatic firm load shedding.
Access privilege is defined to include computer and electronic access.

Each Market Participant and ERCOT shall have internal controls in place to ensure these
processes are reviewed at least on an annual basis.

Each Market Participant and ERCOT are required to notify the compliance monitoring
authority within two Business Days after the discovery of any incident where a
terminated employee, contractor or employee of a contractor has accessed a Restricted
System when access privileges have been or should have been revoked.

Failure by a Market Participant or ERCOT to follow its processes that results in access to
any Restricted Systems by any employee, consultant, contractor or affiliate after his or
her termination will be considered a violation of these Protocols.

Registration of Independent Market Information System Registered Entity

Each Entity intending to qualify to access ERCOT’s Market Information System (MIS)
Secure Area, independent of any other Market Participant role, shall register with
ERCOT, including any applicable fees, designating Authorized Representatives, contacts,
and a User Security Administrator (USA) (per the Application for Registration as an
Independent Market Information System Registered Entity (IMRE)), and execute a
Standard Form Market Participant Agreement (as provided in Section 22, Attachment A,
Standard Form Market Participant Agreement) prior to receiving a USA Digital
Certificate for setting access to ERCOT’ s MIS Secure Area.

An Entity must have a genuine professional or business purpose for obtaining access to
the MIS Secure Area to qualify for registration as an IMRE. ERCOT may determine, in
its sole discretion, whether the Entity’s purpose qualifies for registration.

Continued status as an IMRE 1s contingent upen compliance with all applicable
requirements in these Protocols. ERCOT may suspend an IMRE’s rights as a Market
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16.16

16.16.1

(1

Participant when ERCOT reasconably determines that it is an appropriate remedy for the
Entity’s failure to satisty any applicable requirement.

Additional Counter-Party Qualification Requirements

Counter-Party Criteria

In order to participate in the ERCOT Real-Time, Day-Ahead and Congestion Revenue
Right (CRR) markets, in addition to satisfying any other eligibility requirements set forth
in the ERCOT Protocols, each Counter-Party must satisty, and at all times remain in
compliance with, the following requirements:

(a)

(b)

(c)

(d)

Expertise in Markets. All employees or agents transacting in ERCOT markets
pursuant to the ERCOT Protocols have had appropriate training and/or experience
and are qualified and authorized to transact on behalf of the Counter-Party.

Market Operational Capabilities. Counter-Party has appropriate market
operating procedures and technical abilities to promptly and effectively respond to
all ERCOT market communications.

Allowable Contract Participants. Each Counter-Party must be one of the
following:

(i) An “Appropriate Person” as defined in sections 4(c)(3)(A) through (J) of
the Commodity Exchange Act (7 U.S.C. § 6(c)(3)A)-(1));

(ii)  An “Eligible Contract Participant,” as defined in section 1a(18)(A) of the
Commedity Exchange Act (7 U.S.C. § Ta(18)(A)) and in Commodity
Futures Trading Commission (CFTC) regulation 1.3(m) (17 C.F.R.

§ 1.3(m)); or

(iii) A “person who actively participates in the generation, transmission, or
distribution of electric energy,” as that term is defined in the CFTC’s final
exemption order (78 Fed. Reg. 19,879).

ERCOT may request necessary information to verify compliance with this
requirement.

Independent Amount. Counter-Party shall provide an Independent Amount as
follows:

(i) For a Counter-Party seeking authorization to participate or participating in
all ERCOT markets, $500,000 Independent Amount.
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16.16.2

(1)

(ii) For a Counter-Party seeking authorization to participate or participating in
all ERCOT markets except for the CRR market, $200,000 Independent
Amount.

(1)  For purposes of assessment of the Independent Amount, ERCOT will
deem a Counter-Party that is or is applying to be a CRR Account Holder
as having a desire to participate in all ERCOT markets.

(iv)  Financial Security posted pursuant to this section is tully available to
ERCOT in the event of the Counter-Party’s Payment Breach.

(v)  ERCOT shall add the Independent Amount to that Counter-Party’s Total
Potential Exposure Secured (TPES) pursuant to Section 16.11 and
designate it as the Independent Amount. ERCOT will require Financial
Security for the Independent Amount in the same way as it does for other
TPES elements.

(vi)  Any non-payment of the Independent Amount is considered a Payment
Breach pursuant to Section 16.11.6, Payment Breach and Late Payments
by Market Participants. ERCOT may use any of the remedies provided in
Section 16.11.6 to collect the Independent Amount for each Counter-Party

(e) Risk Management Capabilities. Each Counter-Party shall maintain appropriate,
comprehensive risk management capabilities with respect to the ERCOT markets
in which the Counter-Party transacts or wishes to transact. ERCOT may review
documentation supporting a Counter-Party’s risk management framework as part
of its processes for verifying the implementation of a Counter-Party’s risk
management tramework as described in Section 16.16.3, Veritication of Risk
Management Framework,

Annunal Certification

Each Counter-Party must submit to ERCOT annually a notarized certificate, signed by an
ofticer or executive with authority to bind the Counter-Party, in the torm of Section 22,
Attachment ), Annual Certification Form to Meet ERCOT Additional Minimum
Participation Requirements, certifying that the Counter-Party 1s in compliance with each
of the Counter-Party criteria and agrees to procedures for verification of its risk
management framework as described in Section 16.16.3, Verification of Risk
Management Framework,

(2)  The certificate must be received by ERCOT no later than 120 days after the close of the
fiscal year of the Counter-Party or its parent. ERCOT may extend the period tor
providing the certificate on a case-by-case basis.

(3)  Fornew entry Counter-Parties, the certificate must be received by ERCOT prior to
participation in any ERCOT markets.
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(4) A Counter-Party shall notify ERCOT within one day if it has experienced a material
adverse change that would make its most recent annual certificate inaccurate.

16.16.3  Verification of Risk Management Framework

(h ERCOT will periodically perform or cause to be performed procedures to assess the risk
management framework of Counter-Parties, including its implementation.

(2) ERCOT may retain a third party either to assess the sufficiency of the Counter-Party’s
risk management framework or to provide guidance and advice as to what constitutes
appropriate content with respect to generally accepted risk management practices in their
respective markets, commensurate and proportional in sophistication, scope and
frequency to the volume of transactions and the nature and extent of risk taken by the
Counter-Party.

(3) ERCOT shall, identify the nature and scope of generally accepted risk management
practices in their respective markets by which Counter-Party risk management
frameworks will be assessed. Key elements will include:

(a) The risk management framework is documented in a risk policy addressing
market and credit risks that has been approved by a Counter-Party’s risk
management function which includes appropriate corporate persons or bodies that
are independent of the Counter-Party’s trading tfunctions, such as a risk
management committee, a designated risk ofticer, participant Counter-Party’s
board or board committee, or, if applicable, a board or committee of the Counter-
Party’s parent company.

(b) A Counter-Party maintains an organizational structure with clearly defined roles
and responsibilities that clearly segregate trading and risk control functions.

(c) There is clarity of authority specifying the transactions into which traders are
allowed to enter.

(d) A Counter-Party ensures that traders have adequate training and/or experience
relative to their delegations of authority in systems and the markets in which they
transact.

(e) As appropriate, a Counter-Party has risk limits in place to control risk exposures.

(f) A Counter-Party has reporting in place to ensure risks are adequately
communicated throughout the organization.

53] A Counter-Party has processes in place for independent confirmation of executed
transactions.

(h) A Counter-Party pertorms a periodic valuation or mark-to-market of risk
positions, as appropriate.
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(4) The ERCOT Boeard may approve minimum standards under an Other Binding Document,

(5) Upon notice of being selected for veritication, a Counter-Party will make available or
submit to ERCOT, or a third party acting on ERCOT’s behalf, such documentation as is
necessary to provide evidence of the sufficiency and implementation of its risk
management framework. Such information may include, but not be limited to,
documents of the following nature: risk policies, organizational charts, Delegations of
Authority, training records, risk limit structure, reporting frameworks, and relevant
procedures, all in a level of detail acceptable to ERCOT. Along with such
documentation, a Counter-Party will provide a written explanation to ERCOT or its agent
of how its risk management framework contorms to the risk management standards noted
above. Requested information and documents must be made available for review by
ERCOT, or a third party acting on ERCOT s behalf, 30 days after Notice of the request.
ERCOT will provide Counter-Party Notice of inadequate documentation and will give
Counter-Party ten Business Days to correct the inadequacy. At ERCOT’s sole discretion,
these deadlines may be extended on a case-by-case basis.

(6) If necessary, Counter-Parties will support the verification process by, among other things,
making appropriate personnel available for interviews, permitting on-site observation of
credit and risk management processes and procedures, and providing written responses to
written inquiries on a timely basis. A Counter-Party may request that ERCOT or a third
party performing verification on ERCOT’s behalf perform the review on-site at the
Counter-Party’s location. Any resulting additional expenses will in this case be the sole
responsibility of the Counter-Party making the request.

(7) ERCOT will perform procedures to verify the risk management framework at least
annually for any Counter-Party if that Counter-Party or its parent:

(a) Has had one or more late payments or represents a Qualified Scheduling Entity
(QSE) or CRR Account Holder that has short-paid Settlement Invoices in the year
preceding the date of the annual certificate; and

(b) Has had exposure in CRR Obligations in the ERCOT CRR market during the year
preceding the date of the annual certificate.

(i) Notwithstanding the above, ERCOT will perform risk management
tramework verification procedures on other Counter-Parties at its sole
discretion.

(8) Upon completion of its review, ERCOT will notify the Counter-Party whether or not any
material deficiencies were noted. If material deficiencies exist, ERCOT may, in its sole
discretion, establish in consultation with the Counter-Party, a remediation plan for any
deficiencies. The remediation period allowed for specific deficiencies should be
consistent with the severity of those deficiencies and may have incremental deadlines.
The total remediation period will not exceed 90 days, unless extended, at ERCOT’s sole
discretion, on a case-by-case basis.
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(9)

(10)

(11)

(12)

16.17

(1

Risk management deficiencies remaining beyond the ERCOT-defined remediation
periods constitute a material breach under the Counter-Party’s Standard Form Market
Participant Agreement as provided tor in Section 22, Attachment A, Standard Form
Market Participant Agreement. Upon a material breach, ERCOT may, in addition to any
other rights or remedies ERCOT has under any agreement, these Protocols or at common
law, suspend any or all future activities in the ERCOT market, pending remediation of
deficiencies. An action by ERCOT to suspend activities in the ERCOT market is subject
to the provisions of Section 20, Alternative Dispute Resolution Process.

Participation in ERCOT markets 1s contingent on verification by ERCOT, or by a third
party acting on ERCOT’s behalf, that the proposed measures have been implemented.

If a Counter-Party provides evidence that its risk management framework has been
deemed sufficient for transacting in another Regional Transmission Operator/Independent
System Operator market in the United States, ERCOT may elect to forege verification
processes.

In conjunction with providing its annual certificate, it a Counter-Party certifies that there
has been no material change in 1ts risk management capabilities since the framework was
last verified, ERCOT may elect to forego verification. ERCOT may not forego
verification more than once in any 24-month period.

Exemption for Qualified Scheduling Entities Participating Only in Emergency
Response Service

A Qualified Scheduling Entity (QSE) that 1s not also registered as a Congestion Revenue
Rights (CRR) Account Holder, that does not participate in the Day-Ahead Market
(DAM) or Real-Time Market (RTM), that represents only Emergency Response Service
(ERS) Resources, and whose Total Potential Exposure (TPE) (as calculated in Section
16.11.4.1, Determination of Total Potential Exposure for a Counter-Party) 1s zero may
request designation as an ERS-only QSE.

A QSE must submit a written request for designation as an ERS-only QSE at least five
Business Days before the desired effective date of the designation.

Upon determining that the QSE has addressed all financial risk to ERCOT’s satisfaction,
ERCOT shall designate the QSE as an ERS-only QSE, and shall notify the QSE of that
designation in writing.

Except as provided in paragraph (5) below, an ERS-only QSE 1s exempt from the
following requirements:

(a) The requirement to maintain sufticient collateral under Sections 16.11.1, ERCOT
Creditworthiness Requirements for Counter-Parties, and 16.11.5, Monitoring of a
Counter-Party’s Creditworthiness and Credit Exposure by ERCOT;

ERCOT Nonal PROTOCOIS — JuLy 1, 2024 16-90

PUEBLIC



SECTION 16; REGISTRATION AND QUALIFICATION OF MARKET PARTICIPANTS

(5)

(6)

(7)

(8)

(b) The requirement to submit financial statements and any notice of material
changes under paragraph (1) ot Section 16.11.5; and

(c) All requirements under Section 16.16, Additional Counter-Party Qualification
Requirements.

If ERCOT posts an RTM True-Up Statement or RTM Resettlement Statement providing
tor a resettlement of any ERS Time Period, and as a result of that resettlement alone,
ERCOT determines that an ERS-only QSE has a positive TPE as calculated in Section
16.11.4.1, ERCOT will require that QSE to comply with Section 16.11.5, excluding
paragraph (1), until its TPE again equals zero. If the QSE fails to pay when due any
payment or Financial Security obligation owed to ERCOT, ERCOT may terminate the
QSE’s ERS-only status.

ERCOT shall ensure that its systems prevent participation by ERS-only QSEs in the
DAM and RTM.

A QSE must request termination of its ERS-only status in writing. Termination of ERS-
only status will be etfective only upon ERCOT s written confirmation that the QSE has
satisfied all creditworthiness requirements applicable to QSEs.

Nothing in this Section affects an ERS-only QSE’s obligation under paragraph (6) of
Section 16.2.1, Criteria for Qualification as a Qualified Scheduling Entity, to provide
ERCOT notice of any material change that could adversely aftect the reliability or safety
of the ERCOT System. Additionally, ERCOT may at any time require any ERS-only
QSE to demonstrate that its risk management policies and practices are sufficient to
ensure that it will be capable of meeting its ERS performance requirements during any
ERS Standard Contract Term tor which it has submitted an offer or for which it is
committed to provide ERS.

16.18

(1)

[NPRR857: Insert Section 16.18 below upon system implementation and satisfying the

Jollowing conditions: (1) Southern Cross provides ERCOT with funds to cover the entire
estimated cost of the project; and (2) Southern Cross has signed an interconnection
agreement with a TSP and the TSP gives ERCOT written notice that Southern Cross has
provided it with: (a) Notice to proceed with the construction of the interconnection; and (b)
The financial security required to fund the interconnection facilities; and renumber
accordingly:]

Registration of a Direct Current Tie Operator

Each Entity that operates a Direct Current Tie (DC Tie) shall register as a Direct
Current Tie Operator (DCTQO) with ERCOT. To register as a DCTO, an Entity must.
execute a Standard Form Market Participant Agreement (using the form provided in
Section 22, Attachment A, Standard Form Market Participant Agreement), designate a
DCTO Authorized Representative and contacts, confirm that it is either registered with
ERCOT as a Transmission Service Provider (TSP) that is subject to a Public Utility
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Commission of Texas (PUCT)-approved code of conduct or is subject to Federal
Energy Regulatory Commission (FERC)-approved standards of conduct, and be
capable of performing the functions of a DCTO, as applicable, as described in these
Protocols.

16.18  Cybersecurity Incident Notification

(1) Each Market Participant shall designate and maintain a Cybersecurity Contact tor
communications with ERCOT with respect to Cybersecurity Incidents. Registered
Market Participants shall use the Notice of Change of Information form, as provided for
in Section 23, Form E, Notice of Change of Information, to designate a Cybersecurity
Contact, and maintain updated Cybersecurity Contact information.

(2) As soon as practicable upon determination of a Cybersecurity Incident on a Market
Participant’s computer network or system that interfaces with an ERCOT computer
network or system, the Market Participant shall notify ERCOT.

(3) For purposes of this section, in the event a Market Participant delegates authority to an
agent, the Market Participant shall ensure that the agent is obligated to notity the Market
Participant, as soon as practicable, upon the agent’s discovery of a Cybersecurity Incident
on the agent’s computer network or system that interfaces with an ERCOT computer
network or system.

(4) A Market Participant shall notity ERCOT, as soon as practicable, upon the agent’s
notification to the Market Participant of a Cybersecurity Incident on the agent’s computer
network or system that interfaces with an ERCOT computer network or system for the
purpose of transacting with ERCOT on behalf of the Market Participant. It a Market
Participant’s agent is also registered with ERCOT as a Market Participant, only the agent
18 required to report a Cybersecurity Incident on 1ts computer network or system that
interfaces with an ERCOT computer network or system to ERCOT. The failure of an
agent to notify the Market Participant of a Cybersecurity Incident shall not constitute a
violation of this section if the Market Participant can demonstrate that a reporting
mandate exists in a contract between the Market Participant and its agent.

(5) In order to notify ERCOT of a Cybersecurity Incident, Market Participants shall submit a
Notice of Cybersecurity Incident (Section 23, Form O, Notice of Cybersecurity Incident)
to NCSI{wercot.com. If, as a result of the Cybersecurity Incident, a Market Participant is
unable to securely send the Notice of Cybersecurity Incident to ERCOT, the Market
Participant shall call the ERCOT HelpDesk at (512) 248-6800 and/or its Client Service
Representative to request a secure means for sending the Notice of Cybersecurity
Incident to ERCOT.

(a) A Market Participant may designate a temporary cybersecurity contact for a
particular Cybersecurity Incident by providing contact information for such
individual in the Notice of Cybersecurity Incident form submitted to ERCOT.
Should a Market Participant designate a temporary cybersecurity contact in its
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(6)

16.19

(1

(2)

(4)

Notice of Cybersecurity Incident, ERCOT will direct communications concerning
that particular Cybersecurity Incident to the temporary cybersecurity contact.

(b) Following initial notification, Market Participant shall provide ERCOT with
updated information concerning the Cybersecurity Incident as it becomes
available, and upon ERCOT’s request, until ERCOT provides notice to Market
Participant that information regarding the Cybersecurity Incident is no longer
needed. To the extent practicable, the Notice of Cybersecurity Incident torm shall
be used to provide ERCOT with updated information.

In the event ERCOT determines that a Cybersecurity Incident may materially impact
computer networks or systems of ERCOT and/or Market Participants, ERCOT shall issue
a Market Notice to all Market Participants with general information concerning the
Cybersecurity Incident. ERCOT may utilize the information contained in a Notice of
Cybersecurity Incident, except that in no event shall the Market Notice contain
information 1dentitiable to a specific Market Participant or ERCOT Critical Energy
Intrastructure Information (ECEII).

Designation of Transmission Operators

Each Transmission Service Provider (TSP) shall either register as a Transmission
Operator (TO) or designate one or more other Transmission and/or Distribution Service
Providers (TDSPs) as its TO for each Transmission Facility owned by the TSP. Each
DSP shall either register as a TO or designate another TDSP as 1ts TO. A TDSP shall
designate another Entity as its TO only with the written consent of that other Entity.

A TO shall have full authority to act on behalf of the designating TDSP in the
performance of all TO responsibilities provided in the ERCOT Protocols or Other
Binding Documents, including effectuating any Load-shed that may be necessary during
any Energy Emergency Alert (EEA) event, Under-Frequency Load Shed (UFLS) event,
or Under-Voltage Load Shed (UVLS) event.

To quality for designation as a TO, a TDSP shall be connected to the ERCOT Wide Area
Network (WAN) and maintain 24-hour, seven-day-per-week operations and Hotline
communications with ERCOT. A TO has a responsibility to answer each TO Hotline
call.

A TSP shall enter a TO designation for each Transmission Facility it owns in the
Network Operations Model. Any designation or change to that designation shall be
submitted to ERCOT within the time required for submitting physical changes to the
Network Operations Model specified in paragraph (3) of Section 3.10.1, Time Line for
Network Operations Model Changes. Any TSP designated as a TO tor another TSP’s
facilities may unilaterally reject or resign from that designation by providing written
notice to the designating TSP and the TSP shall promptly update the TO designation in
the Network Operations Model tor the affected Transmission Facility.
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(5)

(6)

(7)

ERCOT shall post a Transmission Operator Designation Form on the ERCOT website. A
Distribution Service Provider (DSP) may designate a TO or make any change to its
designation, including revoking a TO designation, by properly completing the
Transmission Operator Designation Form and submitting it via email to ERCOT with a
copy provided to the TDSP designated as TO. Any such change shall be submitted to
ERCOT at least 30 days before the change becomes effective. The designation of a TO
shall not be effective unless the Transmission Operator Designation Form has been
signed by an officer or other Authorized Representative of the designating DSP and the
TDSP designated as TO.

A TO tor a DSP may unilaterally resign from a designation as TO by submitting a
properly completed Transmission Operator Designation Form to ERCOT retlecting the
TO’s resignation of 1ts TO status at least 30 days before the resignation becomes
effective. The resigning TO shall provide simultanecus notice of the resignation to the
DSP it represents.

On the eftective date of a TO’s resignation, the DSP previously represented by the
resigning TO shall be deemed its own TO and shall assume all TO responsibilities unless
and until it has properly designated another TDSP as its TO.

16.19

(1)

2)

“)

INPRR1045: Replace Section 16.19 above with the following upon system implementafion
of NPRR857:]

Designation of Transmission Operators

Each Transmission Service Provider (TSP) shall either register as a Transmission
Operator (TO) or designate one or more other Transmission and/or Distribution
Service Providers (TDSPs) as its TO for each Transmission Facility owned by the TSP,
Each Direct Current Tie Operator (DCTO) shall designate a TDSP as its TO for each
DC Tie it operates. Each Distribution Service Provider (DSP) shall either register as a
TO or designate another TDSP as its TO. A TDSP or DCTO shall designate another
Entity as its TO only with the written consent of that other Entity.

A TO shall have full authority to act on behalf of the designating TDSP or DCTO in
the pertormance of all TO responsibilities provided in the ERCOT Protocols or Other
Binding Documents, including effectuating any Load-shed that may be necessary
during any Energy Emergency Alert (EEA) event, Under-Frequency Load Shed
(UFLS) event, or Under-Voltage Load Shed (UVLS) event.

To qualify for designation as a TO, a TDSP shall be connected to the ERCOT Wide
Area Network (WAN) and maintain 24-hour, seven-day-per-week operations and
Hotline communications with ERCOT. A TO has a responsibility to answer each TO
Hotline call.

A TSP or DCTO shall enter a TO designation for each Transmission Facility it owns in
the Network Operations Model. Any designation or change to that designation shall be
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submitted to ERCOT within the time required for submitting physical changes to the
Network Operations Model specified in paragraph (3) of Section 3.10.1, Time Line tor
Network Operations Model Changes. Any TSP designated as a TO for another TSP or
DCTQ’s facilities may unilaterally reject or resign from that designation by providing
written notice to the designating TSP and the TSP shall promptly update the TO
designation in the Network Operations Model for the atfected Transmission Facility.

(5)  ERCOT shall post a Transmission Operator Designation Form on the ERCOT website.
A DSP may designate a TO or make any change to its designation, including revoking
a TO designation, by properly completing the Transmission Operator Designation
Form and submitting it via email to ERCOT with a copy provided to the TDSP
designated as TO. Any such change shall be submitted to ERCOT at least 30 days
before the change becomes effective. The designation of a TO shall not be effective
unless the Transmission Operator Designation Form has been signed by an officer or
other Authorized Representative of the designating DSP or DC TO and the TDSP
designated as TO.

(6) A TO for a DSP may unilaterally resign from a designation as TO by submitting a
properly completed Transmission Operator Designation Form to ERCOT reflecting the
TO’s resignation of its TQO status at least 30 days before the resignation becomes
eftective. The resigning TO shall provide simultaneous notice of the resignation to the
DSP it represents.

(7) On the effective date of a TO’s resignation, the DSP previously represented by the
resigning TO shall be deemed its own TO and shall assume all TO responsibilities
unless and until it has properly designated another TDSP as its TO.
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