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	Comments


	Overall Market Benefit
	Providing financial statement for all parties to a transaction provides the best way for ERCOT to monitor an entity’s ability to pay their bills. 

	Overall Market Impact
	

	Consumer Impact
	


ERCOT supports the current Protocol language that requires all Qualified Scheduled Entities (QSEs) and guarantors to provide financial information.  
If providing audited financial statements for QSEs is too costly for Market Participants, ERCOT could also support a Protocol change allowing for certified QSE financial information with an audited financial statement of the QSE’s parent company.   
ERCOT believes it is best practice to receive and review financial information for all parties to a transaction.  Having financial information about the legal entity with whom ERCOT does business and relies on for financial performance is basic to understanding the QSE’s ability to pay its bills.  In those instances where ERCOT accepts a Guarantee, whether from a parent or a third party, having financial information about the guarantor is also critical to understanding its ability to “stand in” for the QSE, if needed.   Understanding the financial situation of BOTH entities provides the best picture of the QSE’s entire financial situation.
While ERCOT understands that having financial information on either the QSE OR the guarantor is a common practice in the energy industry, ERCOT believes the best practice standard best serves the needs of ERCOT Market Participants for the following reasons:

· Collateral held for forward activity in the ERCOT Region is based only on historical activity, not on potential future exposure.  In unexpected circumstances, the Guarantee held may not cover actual liability.
· Volume taken from the Balancing Energy Services (BES) can change (potentially dramatically) before additional collateral is put in place
· Prices can change in the BES thus increasing exposure before additional collateral is put in place

· The Protocol change does not require any substantive support from the guarantor.  

· For example, a guarantor could guarantee $1 million of a $20 million Estimated Aggregate Liability (EAL) and the QSE would not have to provide financial statements

· Several QSE’s use guarantees to meet only a portion of their EAL requirement.   In these situations the guarantor is NOT the primary entity responsible for payment.

· Guarantees are not “haircut” or reduced to reflect additional risk
· Guarantees are currently limited to a specific dollar amount.  Because exposure can exceed Guarantee amounts, it is important to understand the financial condition of both entities responsible for payments.
· Guarantees can be provided by parties other than affiliated entities (e.g. third parties).  ERCOT believes it is particularly important in these situations that ERCOT understand the QSE activity at least as well as the guarantor’s financial situation so ERCOT can enforce the guarantee, if and when needed. 
As drafted and without addressing the above, ERCOT believes that PRR744 has negative credit implications.

	Revised Proposed Protocol Language


None.
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