	CPS Energy

Simon Castillo
	I have no comments in general on the creditworthiness standards document. I do have a question regarding the letter of credit limitation per financial institution. Will that issue be discussed at the meeting on the 20th? Our concern is that in the event we ever needed to post a letter of credit, we would not want to be too limited on the financial institutions we could use. 



	LCRA

Sridhar Pushpavanam
	I don't have a concern with this language per se. I can see why ERCOT would want to limit its bank concentration risk. The concern I have is how these proposed changes might be implemented in practice, and its potential to drive up costs for market participants.  

If there is a lack of transparency on which are the banks with highest concentration risk or how much of the ERCOT credit capacity with the individual banks are used up etc., it’ll likely drive up the transaction costs for market participants (banks that have credit capacity and are in good standing with ERCOT will want higher premiums; participants may have to negotiate with multiple banks simultaneously) as well as create a real timing risk for participants (participants will not know till late in the process if the LOC will be acceptable to ERCOT). 



	Luminant Energy

Patricia Egan


	Months

Limit per Counter-Party per Financial Institution

Overall Limit per Financial Institution for all ERCOT Counter-Parties

All months except June-August and the Annual Auction months 

$150 million

June-August

Annual Auction months



	IPR-GDF Suez
	a. The foreign guarantor must:

i. Provide to ERCOT annual audited financial statements, prepared in accordance with U.S. generally accepted accounting principles or international accounting standards 
ii. 
iii. 
iv. 
1. 

	NRG 
Arleen Spangler
	We understand your concern and recognize that it is prudent to diversify your sources of collateral; however, our preference is as follows:

1) We would like to delete 2. c.   Our view is that ERCOT is monitoring the credit quality of the banks on an ongoing basis and have a rating threshold already, so ERCOT always has the option not to accept an LC from a bank with deteriorating credit quality.  In addition, LCs are cash equivalents (irrevocable, immediate pay).  My understanding is that if a bank’s branches totally go away (through bankruptcy or liquidation) and you cannot draw on the LC that you have recourse to the market participant and can demand collateral.  LCs are typically backed by revolving credit, so the market participant should have access to cash.

2) If #1 is not an option, then we can accept some limit per counterparty per financial institution, but no overall limit.  We propose that 2.c. says, “Subject to a limit of $250 million per Counter-Party per financial institution.

3) We prefer not having an overall limit, but if most market participants demand that there be an overall limit, then 2.c. should say, “Subject to a limit of $250 million per Counter-Party per financial institution and an overall limit of $2 billion per Financial Institution for all ERCOT Counter-Parties.  The overall limit concept is very difficult to manage internally, so ERCOT must periodically update Counter-Parties with the overall limit per financial institution, so that we can manage our internal banking relationships. (this does not need to be broadcast across all market participants, but maybe specific for each Counter-Party)  For example, if we are holding availability of one bank for excess collateral needs, we can’t find out when we need to post collateral that that particular bank if full. 



	Tenaska
Mark Holler
	If market participants decide that creating caps on LC amounts is the correct way to address this issue then we would like to see the changes that we are proposing.  However, we believe that ERCOT should evaluate other methods of controlling LC concentration risk such as credit insurance products prior to going this route.

2. Letter of Credit 

a. Must be issued by a bank with a minimum rating of A- with Fitch or S&P or A3 with Moody’s.

b. Must be issued on the standard form document approved by the ERCOT Board of Directors; no modifications are permitted 

c. Subject to a limit of $100 million per Counter-Party per financial institution and an overall limit of $xxx million per Financial Institution for all ERCOT Counter-Parties, provided that a Counter-Party will be permitted to provide a Letter of Credit in an amount in excess of this limit if the Letter of Credit is confirmed by another bank meeting the minimum rating requirements in Section 2(a) of these standards. 



