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16.2.7


Determination of Total Estimated Liability
16.2.7.1   Determination of initial Total Estimated Liability
ERCOT shall calculate the QSE’s initial Total Estimated Liability (TEL), using the following formula:  

TEL = DES x BEF x AEP x 40

Where:


TEL = Total Estimated Liability

DES = Estimated Daily Actual Load Schedule (average MWh) plus estimated Daily Actual Generation Schedule initially provided by the QSE in its Service Filing 

BEF = Balancing Energy Factor is the greater of twenty percent (20%) or the estimated actual Load Imbalance or Resource Imbalance percentage for QSEs that schedule only Load or Generation; or, 

the greater of ten percent (10%) or the estimated actual net Load Imbalance and Resource Imbalance percentage for QSEs that schedule both Load and Generation. 

AEP = Average Energy Price in the ERCOT Region.  AEP is initially based upon on seasonal historic average prices for balancing energy.  

         16.2.7.2   Total Estimated Liability Monitoring 

During the shorter of the first twenty-one (21) days or the first Invoice cycle of a QSE’s operation in the ERCOT market, ERCOT shall monitor the QSE’s actual outstanding liability incurred to date plus the additional forecasted liability that the QSE may incur in a 40-day settlement cycle. To the extent that ERCOT reasonably determines that the TEL so calculated is insufficient to provide adequate financial security to the ERCOT market, ERCOT may specify a larger TEL than would be produced by the use of the above formula.  The QSE shall maintain security in an amount sufficient to satisfy the greater of the initial TEL or the revised TEL, minus the QSE’s Unsecured Credit Limit. If at any time an Entity exceeds the twenty percent (20%) BEF (Load side), which is intended to account for the QSEs potential imbalance energy, collateral must be posted to cover the estimated energy use as determined by ERCOT. During the initial 21-day period, ERCOT shall monitor the QSEs actual liability to ERCOT and follow the notification procedures in accordance with this Section.

16.2.7.3
Determination of Estimated Aggregate Liability

This subsection applies to all QSEs.  After a QSE receives its first Invoice, ERCOT shall monitor daily and calculate, at least weekly, the QSE’s Estimated Aggregate Liability (EAL) based on the formula below.  Any QSE that is required to post security is responsible, at all times, for maintaining posted security at or above the amount of their EAL, minus the QSE’s Unsecured Credit Limit.

EAL = Greater of ADTE or [Highest TEL or ADTE in effect during the previous 60-day period (adjusted for the SAF)] + OUT – TCR ar
Where:

EAL = Estimated Aggregate Liability

TEL = Total Estimated Liability (as defined in Section 16.2.7 Determination of Total Estimated Liability) 

ADTE=Average daily transaction, extrapolated, which is calculated as (ADT x 40 days x SAF)

ADT = Average daily transaction, which is calculated from(the sum of the Initial Settlement Statements included in the two most recent Settlement Invoices less the TCR congestion credits for the same Invoice period)/ the number of Initial Settlement Statements included in the Invoices.
OUT = Outstanding, unpaid transactions, which includes Outstanding Invoices + estimated unbilled items, to the extent not adequately accommodated in the ADTE calculation above (including but not limited to Balancing Energy, Ancillary Services, resettlements, final, and true-ups). Invoices will not be considered outstanding for purposes of this calculation if prepaid on or before the second (2nd) Business Day following issuance of the Invoice.
TCRar= TCR auction revenue as described in Section 7.5.4 estimated for the 60-day forward period.

SAF = 
Seasonal Adjustment Factor, which compares size of overall market settlement from statement to statement, and is used to more precisely forecast the liability in the period for which settlement data is not yet available.  ERCOT shall set this factor equal to 1.

To the extent that ERCOT, using commercially reasonable measures determines that the EAL so calculated does not adequately match the financial risk to the ERCOT market, ERCOT may specify a larger or smaller EAL than would be produced by the use of the above formula.  ERCOT will to the extent practical, exchange with the QSE that information utilized in determining credit requirements.  ERCOT will provide written notification to the QSE of the basis for ERCOT’s assessment of the QSE’s financial risk.
16.2.7.4    Determination of Net Balancing Energy Liability

This subsection applies to all QSEs. For any un-invoiced operating weeks in which a QSE’s total estimated load as calculated by ERCOT exceeds its scheduled load by more than twenty percent (20%), ERCOT will monitor daily and calculate, at least weekly, an incremental net balancing energy liability based on the formula below.  Any QSE that is required to post security is responsible, at all times, for maintaining posted security at or above the amount of their EAL, plus the QSE’s incremental net balancing energy liability, minus the QSE’s Unsecured Credit Limit. 
NBEL = [ELI x EBESMCP] – [LIQ eal x MCPQ eal] (for all un-invoiced weeks plus one forward week)
NBEL = Net balancing energy liability
ELI – Estimated load imbalance, which is:
1) Estimated load imbalance for operating weeks that are completed but not billed, calculated as the higher of [ERCOT’s estimate of the QSE’s load imbalance for the period] and [the QSE’s estimate of load imbalance for the period]; and
2) Estimated load imbalance for an operating week not yet completed, calculated as the higher of [ERCOT’s estimate of the QSE’s load imbalance for the most recent seven-day period] or [the QSE’s forecast of load imbalance for the next seven-day period].
EBESMCP= Estimated balancing energy service market clearing price, which is:
1) Estimated balancing energy service market clearing price for each operating week completed but not billed, calculated as the average, for the period, of the [higher of the daily Balancing Up and Balancing Down weighted average Balancing Energy Service Market Clearing prices (calculated by dividing the total charges for each BES by the total amount of such BES, in MWh, delivered that day)].
2) Estimated balancing energy service market clearing price for an operating week not yet completed, calculated as150% of the most recent average, for the period, of the [higher of the daily Balancing Up and Balancing Down weighted average Balancing Energy Service Market Clearing prices (calculated by dividing the total charges for each BES by the total amount of such BES, in MWh, delivered that day)]; except that the estimated balancing energy service market clearing price will not be less than $30 per MWh.
a. ERCOT will review the price per MWh and multiplier at least quarterly to ensure that the EBESMCP as calculated in 1) above each day for the previous seven-day period captures no less than 95% of the price volatility for a one year period.  Changes will be reviewed and approved by the Finance and Audit Committee.  ERCOT will provide notice to Market Participants of any change at least 14 days prior to the effective date along with the analysis supporting the change.
LIQeal = Load imbalance volume factored into a QSE’s EAL calculation.
MCPQ eal = Market Clearing Prices factored into a QSE’s EAL calculation. 
To the extent that ERCOT, using commercially reasonable measures determines that the NBEL so calculated does not adequately match the financial risk to the ERCOT market, ERCOT may specify a larger or smaller NBEL than would be produced by the use of the above formula.  ERCOT will to the extent practical, exchange with the QSE that information utilized in determining credit requirements.  ERCOT will provide written notification to the QSE of the basis for ERCOT’s assessment of the QSE’s financial risk.

16.2.8   Monitoring of Creditworthiness by ERCOT

ERCOT shall monitor the creditworthiness of each QSE.  With respect to a QSE that meets ERCOT creditworthiness requirements pursuant to 16.2.5.1.1, Requirements for Establishing Creditworthiness Rating, for any portion of its creditworthiness requirement, such QSE shall inform ERCOT within three (3) Business Days if it has experienced a material change that might reduce the QSE’s Unsecured Credit Limit.  ERCOT may require the QSE to meet one of the credit requirements of subsection 16.2.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements.  If the QSE fails to promptly satisfy ERCOT creditworthiness requirements, then ERCOT may, after providing notice to each Entity represented by the QSE, suspend the QSE’s right to schedule.

With respect to QSEs meeting creditworthiness requirements using an alternative means provided in subsection 16.2.5.1.2, Alternative Means of Satisfying ERCOT Creditworthiness Requirements, for any portion of its creditworthiness requirement, each QSE is responsible, at all times, for maintaining security in an amount at or above its TEL, EAL, and NBEL, as applicable, minus the QSE’s Unsecured Credit Limit.  ERCOT shall promptly notify each QSE of changes to its TEL, EAL and NBEL and allow the QSE a reasonable time to provide additional security if necessary to maintain compliance with subsection 16.2.5, QSE Financial Security.  If a QSE fails to provide additional security within the time allowed by ERCOT, ERCOT may, after providing notice to each Entity represented by the QSE, refuse to accept schedules from the QSE and take any other action deemed appropriate. 

ERCOT shall issue notifications to the QSE as follows:

(1) When the QSE’s EAL reaches seventy-five percent (75%) of the QSE’s posted security, ERCOT shall electronically issue an initial warning advising the QSE that they should consider increasing the amount of security posted with ERCOT; and

(2) When the QSE’s EAL reaches ninety (90%) of the QSE’s posted security, ERCOT shall electronically issue a second warning requiring the QSE to increase its posted security by an amount determined by ERCOT within two (2) Banking Days.  If the additional security is not provided by the QSE within the two (2) Banking Days, then ERCOT will notify the Entities the QSE represents of the QSE’s potential suspension.  A Banking Day is any day during which the New York Federal Reserve Bank of New York the United States is open for normal business activity.
A QSE’s scheduling privilege shall be suspended when the sum of its EAL and NBEL is equal to or exceeds one hundred percent (100%) of its posted security.  The QSE is responsible, at all times, for managing its TEL, EAL and  NBEL or posting additional security in order to avoid reaching its limit. Any failure by ERCOT to issue a notification as set forth in this subsection shall not relieve the QSE of the obligation to maintain security in an amount not less than its TEL, EAL and NBEL.  To the extent that a QSE fails to maintain security in an amount not less than its TEL,EAL and NBEL, ERCOT shall take the following actions:

(1) ERCOT shall promptly notify the QSE of the amount of additional security that the QSE must post and allow the QSE two (2) Banking Days from the date of the notification to post the additional security.

(2) ERCOT shall require the QSE to self-arrange all of its Ancillary Service Obligations and not permit the QSE to bid into the Ancillary Service markets run by ERCOT until it has posted the additional security. 

(3) At the same time as it notifies the QSE, ERCOT shall promptly notify each LSE and Resource represented by the QSE that such LSE(s) and Resource(s) may be required to designate a new QSE(s) if their QSE fails to post the additional security.

(4) If the QSE posts the additional security within two (2) Banking Days, then ERCOT shall notify each LSE and Resource represented by the QSE and permit the QSE to resume procuring Ancillary Services from ERCOT to meet the QSE’s Ancillary Service Obligations.

(5) If the QSE fails to post the additional security within two (2) Banking Days, then ERCOT shall suspend the QSE’s right to schedule and notify the affected LSE(s) and Resource(s) that their QSE is no longer recognized by ERCOT.  In such event, the affected Resource(s) and LSE(s) shall within three (3) Business Days designate a QSE(s).  

16.2.9   Late Payments by QSEs

It is the sole responsibility of each QSE to ensure that amounts due to ERCOT, by such QSE and any Subordinate QSEs it has designated, are submitted on a timely basis.  Each Subordinate QSE will receive a separate invoice.  Netting of the amounts due by Subordinate QSEs is not allowed.  The amount due on the separate invoices for each Subordinate QSE must be submitted by the close of bank Business Day of the due date.  If a Subordinate QSE does not submit the full amount due by close of bank Business Day of the due date, ERCOT shall deduct the amount due by that Subordinate QSE from the QSE and/or any other Subordinate QSE of that QSE to the extent of the amount due and not paid by the late paying Subordinate QSE before calculating short payments to other ERCOT Market Participants.

Regardless of reason, if the payment is not received by ERCOT’s financial institution by close of bank Business Day of the due date, the payment will be considered to be a “Late Payment.”  An incomplete payment shall be considered a Late Payment.  In the event of a Late Payment, ERCOT will immediately contact a Senior Representative of the QSE telephonically and demand payment of the past due amount. 

In the event of a Late Payment, ERCOT may immediately draw upon a QSE’s security at any time. 
In the event of a Late Payment, ERCOT may immediately accelerate the due date on all remaining outstanding debt (amounts due by a QSE). 
ERCOT shall track the number of Late Payments received from each QSE in any rolling-12-month period.  ERCOT is hereby empowered to, and ERCOT shall, take action for Late Payment as follows:   
           16.2.9.1  First Late Payment in any rolling 12-month period

For the first Late Payment in any rolling 12-month period, ERCOT shall review the circumstances and reason for the Late Payment, and shall, in its sole discretion, determine whether it should take Level I Enforcement action against the QSE.  ERCOT will send a notification to a Senior Representative of the QSE advising the QSE whether or not ERCOT is taking Level I Enforcement action, and advising the QSE of the action required under Level I Enforcement, if applicable.  
            16.2.9.2  Second Late Payment in any rolling 12-month period

For the second Late Payment in any rolling 12-month period, ERCOT shall review the circumstances and reason for the Late Payment, and shall take action as follows:

(1) If ERCOT did not take Level I Enforcement action in the case of the First Late Payment, ERCOT shall take Level I Enforcement action related to this Late Payment.

(2) If ERCOT did take Level I Enforcement action in the case of the First Late Payment, ERCOT shall take Level II Enforcement action related to this Late Payment.

(3) ERCOT shall send notification to a senior representative of the QSE; advising the QSE of the action required under Level I or Level II Enforcement.

16.2.9.3  Third Late Payment in any rolling 12-month period

For the third Late Payment in any rolling 12-month period, ERCOT shall review the circumstances and reason for the Late Payment, and shall take action as follows:

(1) If ERCOT did not take Level II Enforcement action in the case of the Second Late Payment, ERCOT shall take Level II Enforcement action related to this Late Payment.

(2) If ERCOT did take Level II Enforcement action in the case of the Second Late Payment, ERCOT shall take Level III Enforcement action related to this Late Payment.  

(3) ERCOT shall send notification to a Senior Representative of the QSE advising the QSE of the action required under Level II or Level III Enforcement.
16.2.9.4  Fourth and all subsequent Late Payments in any rolling 12-month period

For the fourth and all subsequent Late Payments in any rolling 12-month period:

(1) ERCOT shall take Level III Enforcement action related to this Late Payment.  

(2) ERCOT shall send notification to a Senior Representative of the QSE advising the QSE of the action required under Level III Enforcement.
16.2.9.4.1  Level I Enforcement  

Under Level I Enforcement, the QSE shall comply with one of the following requirements; whichever is appropriate:

(1) If the QSE does not have security posted, the QSE shall post security, within two (2) Banking Days, in an amount at or above one hundred ten percent (110%) of the amount of the QSE’s Total Estimated Liability (TEL) or Estimated Aggregate Liability (EAL), whichever is applicable.

(2) If the QSE does have security posted, the QSE shall increase its posted security, within two (2) Banking Days, to an amount at or above one hundred ten percent (110%) of its TEL or EAL, whichever is applicable.
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