Methodology for OATT Schedule 2 (VAR) Interest Calculation
The following are the steps that were used for the OATT Schedule 2 (VAR) Interest Calculation:

Determine the Changes in Credit
To calculate the delta for each settlement as:

1. Original Settlement Delta is calculated by taking the Current Month and subtracting the Original Billed Settlement.
The pool difference will be used as the principal for interest calculation.

2. The resettlement Delta is calculated by taking the Current month and subtracting the 90-day Billed Resettlement.

The pool difference will be used as the principal for the 90-day resettlement interest calculation.

Interest Rate Calculation
Interest is calculated using the FERC’s monthly interest rates compounded quarterly.  See link for rates:  http://www.ferc.gov/legal/acct-matts/interest-rates.asp#skipnavsub
FERC’s year runs from January through December therefore the quarter-ends are March, June, September, and December.  

To calculate interest, take the Principal Balance multiplied by the monthly interest rate.  At the end of a quarter, add the interest for the months calculated within that quarter to the Principal Balance (Principal amount for interest calculation will change each quarter).  This becomes the new Principal Balance for the following quarter.  
Below is an example:

Principal Balance - $100,000

Calculation period is August 15th to December 21st.

FERC Monthly Interest Rates:  

Aug  
.0066

Sep  
.0064

Oct 
.0069

Nov  
.0067

Dec  
.0069
August – ($100,000 * .0066)/31 days * 15days = $319.35 of interest

September – ($100,000 * .0064)/30 days * 30 days = $640.00

September is the end of a quarter therefore the interest above is added to the Principal Balance for October - $100,959.35.

October – ($100,959.35 * .0069)/31 days * 31 days = $696.62

November – ($100,959.35 * .0067)/30 days * 30 days = $676.43

December – ($100,959.35 * .0069)/31 days * 21 days = $471.90 

Total Interest Due on December 21st = $2,804.30

The timeline for the OATT Schedule 2 (VAR) interest runs from the original settlement to the current bill.
Interest Amount Allocation
The interest amount per participant is determined by the following steps:
1) For the Original Settlement:

a) Determine the delta between the Current settlement and the Original billed settlement by participant for the charges or payments.  
b) Next, calculate the interest for charges or payments by dividing the delta of the participants by the Pool Allocation Factor times the interest amount.  
2) For the 90-day Resettlement:

a) Determine the delta between the current settlement and the 90-day billed resettlement settlement by participant for the charges and the payments.  

b) Next, calculate the interest for charges and payments by dividing the delta of the participants by the Pool Allocation Factor times the interest amount.
3) Sum the interest amount obtained for the Original Settlement and the Resettlement.

4) If customers have both payment and charges, net the payment interest and the charge interest. 

Table 1 - Pool Allocator for Credit
	Remittance Date
	Obligation Month
	Run
	Pool Allocator
	Interest Amount

	8/23/07 4:00 AM
	Jun-07
	Original Settlement
	112,265.37 
	 $                4,604.69 

	11/26/07 5:00 AM
	Jun-07
	Resettlement*
	3,239.38 
	 $                     61.86 

	9/20/07 4:00 AM
	Jul-07
	Original Settlement
	117,164.22 
	 $                4,039.23 

	10/18/07 4:00 AM
	Aug-07
	Original Settlement
	116,981.24 
	 $                3,278.00 

	11/26/07 5:00 AM
	Sep-07
	Original Settlement
	121,236.95 
	 $                2,315.34 

	12/20/07 5:00 AM
	Oct-07
	Original Settlement
	121,217.04 
	 $                1,650.37 

	1/25/08 5:00 AM
	Nov-07
	Original Settlement
	121,312.65 
	 $                   699.51 


Note: Additional interest for the June obligation is calculated because of increased CC Payments in the resettlement.
Table 2 - Pool Allocator for Charges
	Remittance Date
	Obligation Month
	Run
	Pool Allocator
	Interest Amount

	8/23/07 4:00 AM
	Jun-07
	Original Settlement
	115,505.24 
	 $                4,604.69 

	11/26/07 5:00 AM
	Jun-07
	Resettlement
	115,505.24 
	 $                     61.86 

	9/20/07 4:00 AM
	Jul-07
	Original Settlement
	117,163.69 
	 $                2,444.04 

	12/20/07 5:00 AM
	Jul-07
	Resettlement*
	117,163.42 
	 $                1,595.19 

	10/18/07 4:00 AM
	Aug-07
	Original Settlement
	116,978.30 
	 $                3,278.00 

	11/26/07 5:00 AM
	Sep-07
	Original Settlement
	121,235.50 
	 $                2,315.34 

	12/20/07 5:00 AM
	Oct-07
	Original Settlement
	121,216.87 
	 $                1,650.37 

	1/25/08 5:00 AM
	Nov-07
	Original Settlement
	121,311.58 
	 $                   699.51 


Note: Interest for the July obligation is apportioned accordingly because of changes in Network Load in the resettlement.

