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	PRR Number
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	PRR Title
	Late Fees and Late Fee Recovery

	

	Date
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	Submitter’s Information

	Name
	BJ Flowers for COPS

	E-mail Address
	Bj.flowers@TXU.com

	Company
	n/a

	Company Address
	

	Phone Number
	

	Fax Number
	


	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
	Not addressed
	Not addressed
	Not addressed

	MARKET SEGMENT                      
	
	
	

	Consumer
	Not addressed
	Not addressed
	Not addressed

	LSE:
General, Including NOIE
	Not addressed
	Not addressed
	Not addressed

	LSE:
CR & REP
	Not addressed
	Not addressed
	Not addressed

	QSE
	Not addressed
	Not addressed
	Not addressed

	Resource
	Not addressed
	Not addressed
	Not addressed

	TDSP
	Not addressed
	Not addressed
	Not addressed


	Comments


After PRS referred this PRR to COPS it appeared that some existing language in Sections 9 and 16 of the Protocols needed clarification or correction, and the addition of a new definition for “Short Payment” to Section 2, Definitions.  COPS used this opportunity to clean up some of those issues.  These recommendations are contained in the proposed revised language  below.

This PRR was edited with the Protocols that existed prior to PRR 550.  With the approval of PRR 550, language from PRR 550 will need to be incorporated in Section 9.4.4 (5).  The language for PRR 550 as approved by TAC is identified in the box below:
PRR 550 as approved by TAC:

(5)
One hundred eighty (180) days following a short pay occurrence, if sufficient funds continue to be unavailable for ERCOT to pay all amounts in full to short paid Entities, and the short paying Entity is not in compliance with a payment plan designed to enable ERCOT to pay all amounts in full to short paid Entities, the total short pay amount, less the total payments expected from a payment plan, will be collected from the QSEs representing LSEs, on a Load Ratio Share basis,  using the Load Ratio Share for the calendar month two months prior to the date on which the Invoice is issuedfor the short pay period, and paid to the QSEs that were previously short paid. Any uplifted short payment amount greater than two and one half million dollars ($2,500,000) shall be scheduled such that two and one half million dollars ($2,500,000) is charged on each set of invoices until the total short payment amount is uplifted.  Short pay Invoices shall be issued at least thirty (30) days apart from each other.  Payments will be due on the date specified on the short pay Invoice.  Any short and late payments will be handled pursuant to Section 9.4.4, Partial Payments and 9.4.6, Late Fees, respectively.

COPS is not taking any position on the merits of uplifting Short Payments of late fees.  The intent of these comments is to put forth a concept approved by PRS.
	Proposed Protocol Language Revision


Add to Section 2

Short Payment

When a recipient of a Settlement Invoice owing monies to ERCOT fails to pay the full amount of the Net Amount Owed (NAO) shown on the Settlement Invoice.  The amount of the Short Payment is equal to the NAO less any payments received. 
9.2.5
Resettlement Statement

A Resettlement Statement will be produced using corrected settlement data due to resolution of disputes or correction of data errors.  Any Resettlement occurring after a True-Up Statement has been issued must meet the same IDR Data Threshold requirements defined in Protocol Section 9.2.6.  The Board may, in its discretion, direct ERCOT to run Resettlement of any Operating Day to address unusual circumstances.

Resettlement due to data error will occur when the total of all significant errors in data results in an impact greater than two-percent (2%) of the ERCOT Operating Day market transaction dollars, excluding bilateral transactions.  A Resettlement Statement of this sort will be produced as soon as possible to correct the errors.  ERCOT will review this percentage on an annual basis.  Upon this review, ERCOT may make a recommendation to revise this percentage in accordance with Section 21: Process for Protocols Revision.

Any settlement and billing dispute of Initial Statements resolved in accordance with Section 9.5, Settlement and Billing Dispute Process will be corrected on the Final Statement for the Operating Day.  In the event that a dispute from an Initial Statement on a given Operating Day cannot be resolved by the Final Statement, ERCOT will resolve the dispute on a Resettlement Statement for that Operating Day.

In the event a settlement and billing dispute regarding a Final Statement is submitted within ten (10) Business Days of the Final Statement issuance and is resolved in accordance with Section 9.5, Settlement and Billing Dispute Process, ERCOT shall issue a Resettlement Statement twenty-one (21) Business Days after the Final Statement.  This Statement will aggregate all settlement and billing disputes determined valid by ERCOT.

Any dispute of Final Statements resolved in accordance with Section 9.5, Settlement and Billing Dispute Process will be corrected on the next available Invoice after the Resettlement Statement has been issued.  For late settlement and billing disputes resolved in accordance with Section 9.5, Settlement and Billing Dispute Process and submitted prior to ten (10) Business Days before the True-Up Statement, adjustments will be made on the True-Up Statement.  Resolved disputes will be corrected on the next available invoice run after the True-Up Statement has been issued.

A Resettlement Statement will not be issued less than ten (10) days prior to a scheduled Final or True-Up Statement for the relevant Operating Day.  A Resettlement Statement will reflect differences to financial records generated on the previous Statement for the given Operating Day.

9.4.4
Non-Payments or Partial Payments
Each Settlement Invoice recipient owing monies to ERCOT must pay the Net Amount Owed (NAO) shown on its Invoice.  The NAO includes Late Fees.  In the event of a Short Payment, ERCOT will follow the procedure set forth below:

 
(1)
ERCOT will make every reasonable attempt to collect full payment from the defaulting QSE (“Short Payor”) prior to one hour preceding the close of the Bank Business Day CPT on the day that ERCOT disburses payments to Settlement Invoice recipient(s).

(2)
ERCOT will draw on any available security pledged to ERCOT by the Short Payor.
(3)
ERCOT will offset or recoup any amounts owed or to be owed from ERCOT to a Short Payor against the Short Payment amount, and ERCOT will apply the amount offset or recouped to cover the Short Payment. 
(4)
If, after taking the actions set forth in items (2) and (3), above, ERCOT still does not have sufficient funds to pay all the Net Amounts Due (NAD) to other QSEs in full, ERCOT will deduct ERCOT administrative fees as specified in Section 9.6, Settlement Charges, and payments for RMR Services from the amount received or collected and then reduce payments to all Settlement Invoice recipients owed monies from ERCOT (“Short Payees”) except for monies owed for RMR Services.  The reductions will be based on a pro rata basis of monies owed to each Short Payee, for services other than RMR Services, in the settlement process for each Settlement Invoice to the extent necessary to clear ERCOT’s accounts to the extent possible on the payment date to ensure revenue neutrality for ERCOT.  ERCOT shall provide to all QSEs payment details on all Short Payments and subsequent reimbursements.  Details will include the identity of and dollar amount attributable to each Short Payor and dollar amounts broken down by Invoice numbers.  In addition, ERCOT shall provide the adjusted amount due to the Short Payees as a result of the Short Payment.
(5)
One hundred eighty (180) days following a Short Payment occurrence, if sufficient funds continue to be unavailable for ERCOT to pay all amounts in full (including Late Fees) to Short Payees and the Short Payor is not in compliance with a payment plan designed to enable ERCOT to pay all amounts in full (including Late Fees) to Short Payees, the total unpaid amount, less the total payments expected from a payment plan, will be collected from the QSEs representing LSEs, on a Load Ratio Share basis for the short pay period, and paid to Short Payees.
(6)
Upon the entrance of a payment plan with a Short Payor, ERCOT will post to the ERCOT website:

(a)
the payment plan to recover the Short Payment amount;

(b)
the schedule of quantifiable expected payments; and
(c)
the Invoice(s) to which the payments will be applied.  The schedule will be updated when or if modifications are made to the payment plan.
(7)
To the extent ERCOT subsequently collects past due funds owed by a Short Payor , ERCOT shall allocate such funds as are collected to the earliest Invoice for which that Entity remains a Short Payor.  ERCOT shall use its best efforts to distribute past due funds on a pro rata basis of monies owed on the next Business Day after receipt of the monies.
9.4.5
Enforcing the Security of a Defaulting QSE

ERCOT will make reasonable efforts to enforce the security of the Short Payor (pursuant to Section 16.2.9, Payment Default and Late Payments by QSEs) to the extent necessary to cover the Short Payment amount.  QSEs shall restore the level of their security in accordance with Section 16, Registration and Qualification of Market Participants of these Protocols.
9.4.6
Late Fees

9.4.6.1
Late Fees Assessed against Short Payors
ERCOT shall calculate Late Fee charges due from Short Payors based on the ERCOT Fee Schedule on the Short Payment amount for the period from and including the date the Short Payment occurred through the date on which ERCOT receives the Short Payment amount.  ERCOT shall also charge the Short Payor any related costs incurred by ERCOT..
9.4.6.2
Late Fees Credited to Short Payees
ERCOT shall calculate Late Fee credits  due to Short Payees based on the ERCOT Fee Schedule on the Short Payment amount for each QSE for the period from and including the date on which the Short Payment occurred through the date on which ERCOT receives the funds for the unpaid amount.
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 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 + PUL
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 to the extent Secured) / 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)

PUL =
Potential uplift, to the extent and in the proportion that a QSE represents Entities to which an uplift of a Short Payment will be made pursuant to Section 9.4.4, Non-Payments and Partial Payments, item (5).  The sum of:

(1)
Amounts expected to be uplifted within one year of the date of the calculation; and

(2)
Twenty-five percent (25%) [or such other percentage based on available statistics regarding default of reorganized Entities of any short payment amounts being repaid under a payment plan ordered by a bankruptcy court for a defaulting QSE] of amounts due more than one year from the date of the calculation
Secured =
The owner of the TCR credit has granted ERCOT a first priority security interest in receivables generated under or in connection with the TCR Account Holder Agreement to secure any and all obligations arising under: (i) the QSE Agreement, (ii) any agreement identified in Section 16.1 and/or (iii) these Protocols.
To the extent that ERCOT, using commercially reasonable measures, determines that the EAL so calculated does not adequately match the financial risk to the Market Participants in the market in the ERCOT Region, 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.

16.2.8
Monitoring of Creditworthiness by ERCOT

(6)
Notwithstanding the foregoing, upon ERCOT’s notification to the QSE that the sum of its EAL and NLRI equals or exceeds one hundred percent (100%) of its posted security, until the QSE posts the required collateral, ERCOT shall not be required to make any payment to that QSE unless or until the defaulting QSE (pursuant to Section 16.2.9, Payment Default and Late Payments by QSEs) posts the additional collateral.  The payments that will not be made to a defaulting QSE include TCR Revenues, TCR Credits, reimbursements for Short Payments, and any other reimbursements or credits under any other agreement.  All such amounts may be retained by ERCOT until the defaulting QSE has fully complied with its security and/or collateral posting obligations to ERCOT under the QSE Agreement, other agreements, and/or these Protocols.

16.2.9
Payment Default and Late Payments by QSEs

It is the sole responsibility of each QSE to ensure that amounts due to ERCOT, or its designee, if applicable, by such QSE and any Subordinate QSEs it has designated are fully submitted to ERCOT 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.

16.2.9.1.1
No Payments by ERCOT to Defaulting QSE

ERCOT shall not be required to make any payment to a defaulting QSE unless or until the defaulting QSE cures the Payment Default.  The payments that will not be made to a defaulting QSE include TCR Revenues, TCR Credits, reimbursements for Short Payments, and any other reimbursements or credits under any other agreement.  All such amounts shall be retained by ERCOT until the defaulting QSE has fully discharged all payment obligations owed to ERCOT under the QSE Agreement, other agreements and/or these Protocols.
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