ERCOT Protocols Revision Request


	PRR Number
	495PRR
	PRR Title
	Effect of Short Payments Owed on Estimated Aggregate Liability (EAL)

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	16.2.7.3, Determination of Estimated Aggregate Liability

	Requested Resolution (Normal or Urgent)
	Urgent

	Revision Description
	Modify the determination of Estimated Aggregate Liability (EAL) to include the effects of short payment amounts owed to QSEs by ERCOT.

	Reason for Revision
	To the extent that ERCOT owes money to a QSE, the QSE should be credited with the amount owed in calculating the QSE’s credit liability because the amount owed by ERCOT constitutes a receivable and is therefore a natural offset to any financial exposure to ERCOT on behalf of the QSE.

	Timeline

	Date Posted
	03/03/04


	Sponsor

	Name
	Manny Munoz

	E-mail Address
	Manuel.munoz@centerpointenergy.com

	Company
	CenterPoint Energy

	Company Address
	1111 Louisiana

	Phone Number
	(713) 207-5398

	Fax Number
	(713) 207-9270


	ERCOT/Market Segment Impacts and Benefits


Instructions:  To allow for comprehensive PRR consideration, please fill out each block below completely, even if your response is “none,” “not known,” or “not applicable.”  Wherever possible, please include reasons, explanations, and cost/benefit analyses pertaining to the PRR.

	
	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	None
	None
	More Accurate credit exposure calculation

	MARKET SEGMENT                      
	
	
	

	Consumer
	See “Benefit”
	None
	Potential to lower power prices

	LSE:
General, Including NOIE
	See “Benefit”
	None
	Potential to lower power prices

	LSE:
CR & REP
	See “Benefit”
	None
	Potential to lower power prices

	QSE
	See “Benefit”
	None
	Potential to lower power prices

	Resource
	See “Benefit”
	None
	Potential to lower power prices

	TDSP
	None
	None
	None


	Comments


Incorporate the suggested redline to the definition of EAL in Subsection 16.2.7.3, Determination of Estimated Aggregate Liability, as described below.
	Proposed Protocol Language Revision


16 Registration and Qualification of Market Participants

16.1 Registration and Qualification of Qualified Scheduling Entities

16.2.6 Determination of Total Estimated Liability

16.2.6.1 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 its 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 – TCRar  – SP
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 include 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, Allocation Method and Timing for Distributing TCR Auction Revenues, estimated for the sixty (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 one (1).
SP = 
Short payment amount ($) owed by ERCOT to the QSE.

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.
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