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	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	
	
	

	MARKET SEGMENT
	
	
	

	Consumer
	
	
	

	LSE:
General, Including NOIE
	
	
	

	LSE:
CR & REP
	
	
	

	QSE
	
	
	

	Resource
	
	
	

	TDSP
	
	
	


	Comments


At the October meeting of the ERCOT Board, ERCOT requested that the Board consider the treatment of late payments under the Protocols and how they relate to payment plans to repay prior short payments. Upon recommendation from the Finance and Audit Committee, the Board referred the issue to TAC for consideration of how to handle the issue in the future. On November 4th, TAC referred the consideration of the issue to the PRS. The following is a summary of the issue and recommended language to address the future handling of late payment amounts that exceed court-approved interest amounts.

ERCOT Systems calculate and accrue Late Fees (pursuant to §9.4.6) in the financial settlement process in connection with various short payments at a rate of Prime plus 2% (This is an automatic function of ERCOT systems). However, if a Market Participant which made a short-pay files bankruptcy and the bankrupt court orders that Market Participant to make payments under a payment plan and the court-ordered payment plan provides for interest at a rate less than Prime plus 2%, the Late Fees accrued by the ERCOT system would exceed the amount of interest allowed under the bankruptcy court-approved payment plan. In such a case, ERCOT Staff believes that the bankruptcy court’s determination of the proper interest amount supersedes the Protocols’ provision regarding Late Fees. 

Additionally, the Protocols address only how to calculate and distribute collected Late Fees for short payments; they do not authorize ERCOT to uplift uncollected Late Fees.

Therefore, ERCOT staff believes it cannot charge Market Participants any interest in excess of the amount the bankruptcy court establishes because to do so would violate the court-ordered payment plan terms. As a result, the ERCOT systems must be modified to be able to calculate and accrue Late Fees at a rate other than the Late Fee rate set forth in the Fee Schedule.

In order to clarify this issue, PRS should consider adding the following changes to Section 9.4.6 in addition to the language modifications considered in Section 9.4.4 in this PRR.

	Revised Proposed Protocol Language


9.4.6
Late Fees

The defaulting Invoice Recipient shall pay late fees (“Late Fees”) to ERCOT on the default amount for the period from and including the date on which the payment was originally due through the date on which ERCOT receives the payment, together with any related costs incurred by ERCOT. ERCOT shall calculate Late Fees based on the ERCOT Fee Schedule; provided, however, if a Governmental Authority establishes a different manner or rate for calculating Late Fees, ERCOT shall calculate the Late Fees based on the methodology established by the Governmental Authority.

ERCOT shall distribute to the short-paid Entities, on a pro rata basis of monies owed to each such Entity, any Late  Fees collected from the short-paying Entity, less ERCOT’s costs. If no Entities were short paid, ERCOT will apply the Late Fees collected from the short-paying Entity to the Equalization Adjustment described in Section 9.6.2, Equalization Adjustment.
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