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EXHIBIT 1A

ISO NEW ENGLAND FINANCIAL ASSURANCE POLICY FOR
MARKET PARTICIPANTS

. FINANCIAL ASSURANCE REQUIREMENTS FOR NON -MUNICIPAL
APPLICANTS AND N ON-MUNICIPAL MARKET PARTICIPANTS

A. Proof of Financial Viability for Non -Municipal Applicants

Each NonMunicipal Applicant must, with its membership application and at its own
expense, submit proof of financial viability, as described below, satisfyin§@eequirements
to demonstrate the NeMu ni ci pal Applicantdés abil-ity to mee
Municipal Applicant that intends to establish a Credit Limit of greater than $0 under Section
[1.B.2 below must submit to the ISO: (i) all currentimgtagency reports from Standard and
Poorbés (AS&P0O), Moodyds and/ or Fitch (collect
financial statements for the two most recent years, or the period of its existence, if less than two
years, and unaudited finaial statements for its last concluded fiscal quarter if they are not
included in such audited annual financial statements. These unaudited statements must be
certified as to their accuracy by a Senior Offtagrsuch NoAMunicipal Applicant and must
include in each case, but are not limited to, the following information: balance sheets, income
statements, statements of cash flows and notes to financial statements, annual and quarterly
reports, and &, 10-Q and 8K Reports> Each NoaMunicipal Applicant, whether or not it

intends to establish a Credit Limit, must submit to the ISO: (i) at least one (1) bank reference

! For purposes of this Policy, ASeni or Of

Applicant or Market Participant with the title of vice president (or similar office) or higher, or
anoher officer designated in writing to the 1ISO by that officer.

If any of the abovanentioned financial statements are available on the Internet,
the Applicant may provide instead a letter to ISO stating where such statements may be located
and retrieved 9 I1SO or its designee.
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and three (3) utility company credit references, or in those cases whereMuNmmpal

Applicant does not have three (3) utility comparedit references, three (3) major trade payable
vendor references may be substituted; and (ii) relevant information as to any known or
anticipated material lawsuits, as well as any prior bankruptcy declarations by thdudarpal
Applicant, or by itgoredecessor(s), if any; and (iii) a completed ISO credit application. In the
case of certain NeMunicipal Applicants, some of the information and documentation described
in items (i) and (ii) of the immediately preceding sentence may not be applicabailable,

and alternate requirements may be specified by the 1SO or its designee in its sole disthetion.

ISO will not begin its review ofaNeMu ni ci p al Mar ket Participant 0:¢

accompanying material described above untédeives that NoMunicipal Market

Participantds application fee.

The 1SO shall prepare a report, or cause a report to be prepared, concerning the financial
viability of such NorMunicipal Applicant. In its review of each Ndviunicipal Applicant, the
ISO «a its designee shall consider all of the information and documentation described in the
immediately preceding paragraph. All costs incurred by the I1SO in its review of the financial
viability of a NonMunicipal Applicant shall be borne by sulslon-Municipal Applicant and
paid at the time that such Ndunicipal Applicant is required to pay its first annual fee under
the Participants Agreement. The report for each-Monicipal Applicant shall be completed
within three (3) weetNsnMaufmitche@al SQpP! i eaamit @pts «

applicationand application feand shall be provided to the Participants Committee or its

designee and the affected Nbtunicipal Applicant.
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C. Financial Assurance Requirement for NorMunicipal Market Participant

Ead NonMunicipal Market Participant that provides the 1SO with financial assurance pursuant

to this Section Il must provide the ISO with financial assurance in one of the forms described in
Section VII below and in an amount equal to the amount requiredl@r to avoid suspension

under Section |[-MumD diedaolw Kitrhaen diiNoln Assur ance F
Muni ci pal Mar k e-MuniBigalrFinancial Assurancé RequiMeonant shall remain in

effect as provided herein until the later of (2DXdays after termination of the Ndfunicipal

Mar ket Participantds member ship or-Mynicipalt he en
Market Participant and the final satisfaction of all obligations of the-Monicipal Market

Participant providinghat financial assurance; provided, however that financial assurances

required by this Policy related to potential billing adjustments chargeable to a terminated Non
Municipal Market Participant shall remain in effect until such billing adjustment reguest i

finally resolved in accordance with the provisions of the ISO New England Billing Policy.

Furthermore and without limiting the generality of the foregoflgany portion of a financial

assurance provided under this Policy that relates to a Disputedrirfas defined in the 1SO

New England Billing Policy) shall not be terminated or returned prior to the resolution of such
dispute, even if the NeNunicipal Market Participant providing such financial assurance is

terminated or voluntarily terminates MPSA and otherwise satisfies all of its obligations to the

ISO and (ii) the 1SO shall not return or permit the termination of any financial assurance

provided under this Policy by a Névlunicipal Market Participant that has terminated its

membership or N terminated to the extent that the ISO determines in its reasonable discretion

that that financial assurance will be required under this Policy with respect to an unsettled

liability or obligation owing from that Noitunicipal Market Participant
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D. Credit Test Calculations, Notice and Suspension from the New England
Markets

1. Credit Test Calculations and Notices

b. 90 Percent Test
WhenaNoAMu ni ci pal Mar ket Participantos Obliga
NonrMuni ci pal Mar k ditTed Aamountthen, ip addittordts theGictiens to be

taken whenthe NeMu ni ci p al Mar ket Participantdés Obliga

Credit Test Amountthe ISO shall issue notice thereof to such Ntumicipal Market
Participant, and if suctondition continues to exist five Business Days after the date of such
notice, the 1ISO shall issue notice thereof to the NEPOOL Budget and Finance Subcommittee and
to all members and alternates of the Participants Committee.
C. 100 Percent Test
WhenaNoAMu ni ci p al Mar ket Participantos Obiligatio
Munici pal Mar ket Part ithen,ipadditodts theGictiend o be takenst A m

whenthe NorMu ni ci p al Mar ket Participantadd®f0 Obl i gat.

percent (90%) of its Credit Test Amou(i),the 1SO shall issue notice thereof to such Non

Municipal Market Participant, (ii) that Nellunicipal Market Participant shall be immediately
suspended from submitting Increment Offers and Decrement Bidsuch time that its
Obligations are less than its Credit Test Amount, and (iii) if such condition continues to exist
through 12:00 p.m. Eastern Time on the next Business Day, (a) the event shall be a Financial
Assurance Default (defined in Section Yllow); (b) the ISO shall issue notice thereof to such
Non-Municipal Market Participant, to the NEPOOL Budget and Finance Subcommittee, and to

all members and alternates of the Participants Committee and the New England governors and
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utility regulatory agacies, and (c) such Nevunicipal Market Participant shall be suspended

from: (1) the New England Markets, as provided below; (2) receiving transmission service under

any existing or pending arrangements under the Tariff or scheduling any future trasrsmissi

service under the Tariff; (3) voting on matters before the Participants Committee and NEPOOL
Technical Committees; (4) entering into any future transactions in the FTR system; and (5)
submitting an offer olkewNon-CommercialCapacity(as defined in Seidn V below)in any

Forward Capacity Auction or any reconfiguration auction in the Forward Capacity Market (each

a AReconfiguration Auctionodo), in each case wun
the scheduling and receipt of transmissiawise, entering future transactions in the FTR

system, and submitting offers dewiNon-CommercialCapacity in Forward Capacity Auctions

and Reconfiguration Auctions, suchNdu ni ci p al Mar ket Participant

than 100% of its Credit Tegtmount; provided however (i) if any NorrMunicipal Market

Participantdés Obligations reach 100 percent o
Investment Rating or the Investment Rating of its Guarantor (as hereinafter defined) is

downgraded by one gde, then (x) for five Business Days after such downgrade, such

downgrade shall not by itself cause a change to suckMNom i c i p a l Mar ket Part.i
Test Amount and (y) no notice shall be sent and none of the other actions described in this

Secton I1.D.1.c. shall occur with respect to such downgrade if suchNllamcipal Market

Participant cures such default within such five Business Day period; and (ii) if ary Non

Munici pal Mar ket Participantds Oblougsolely ons r e
because the rating of the bank issuing a letter of credit on its behalf hereunder is downgraded

below the requisite corporate debt rating, then (x) for ten Business Days after such downgrade,

such downgrade shall not by itself cause a changedo NoAMu ni ci p al Mar ket Par
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Credit Test Amount and (y) no notice shall be sent and none of the other actions described in this
Section II.D.1.c.shall occur with respect to such downgrade if suchiMNmicipal Market
Participant cures such defawithin such ten Business Day period.
2. Suspension from the New England Markets
a. General

The suspension of a Néviunicipal Market Participant, and any resulting annulment,
termination or removal of OASIS reservations, removal from the settlemeetsgst the FTR
system, suspension of the ability to offézwNon-CommercialCapacity in the Forward
Capacity Market, forfeiture of FTRs, drawing down of financial assurance and rejection of
Increment Offers and Decrement Bids, shall not limit, inanywdy,e | SO6s right to
collect payment for any amounts owed (whether such amounts are due or becoming due) by such
suspended NeMunicipal Market Participant under the Transmission, Markets and Services

Tarifbor the | SO6s righbmio admbhistrafi-aeMar ket

Commercial Capacity in any Forward Capacity Auction or any Reconfiguration Auction.

In addition to the notices provided herein, the ISO will provide any additional
information required under the ISO New Enmgldnformation Policy.

Each notice issued by the ISO pursuant to this Section D shall indicate whether the
subject NoAMunicipal Market Participant has a registered load asset. If the ISO has issued a
notice pursuant to this Section D and subsequentlguthgct NoAMunicipal Market
Participantdés Obligations fall/l bel ow the appl
Non-Municipal Market Participant may request the 1ISO to issue a notice stating such fact.

However, the 1SO shall not be obligatedssue such a notice unless, in its sole discretion, the
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ISO concludes that suchNdhu ni ci pal Mar ket Participantds Ob

applicable percentage of its Credit Test Amount.

Notwithstanding the foregoing, if a Néviunicipal MarketPari ci pant 6s Obl i ga
equal or exceed 90 percent (90%) of its Credit Test Amount as a result of one or more Increment
Offers or Decrement Bids submitted by that Nuanicipal Market Participant and, but for such
Increment Offers and/or Decrement Bids,lston-Municipal Market Participant would be in
compliance with this Policy, a notice will not be issued.

faNonrMuni ci pal Mar ket Participantds Obligatd.i
of its Credit Test Amount as a result of one or more Incre@#gts or Decrement Bids
submitted by that NoeMunicipal Market Participant and, but for such Increment Offers and/or
Decrement Bids, such Naviunicipal Market Participant would be in compliance with this
Policy, a notice will be issued only to such Ndnicipal Market Participant, and such Non
Muni ci pal Mar ket Participant shal/l be Asuspen

Any such suspension as a result of one or more Increment Offers or Decrement Bids
submitted by a NoiMunicipal Market Participant shall take ett immediately upon submission
of such Increment Offers and/or Decrement Bids to remain in effect until sueMMaicipal
Market Participant is in compliance with this Policy, notwithstanding any provision of this
Section D to the contrary.

If a Non-Municipal Market Participant is suspended from the New England Markets in
accordance with the provisions of this Policy, then the provisions of this Section D shall control
notwithstanding any other provision of the Transmission, Markets and Services Tdw&f to
contrary. A suspended Naviunicipal Market Participant shall have no ability so long as it is

suspended (i) to be reflected in the | SOb6s se
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Transactions, as either a purchaser or a seller of any Market Pr@athetsthan (A)
ExistingCommercialCapacity and (BNewNon-CommercialCapacity during thélewNon
CommercialCapacity Cure Period, as definedSection Vbelow) that cause such Suspended
Non-Municipal Market Participant to incur a financial obligatiortime | SO6s sett | eme
or any liability to the ISO, NEPOOL, or the Market Participants, (ii) to submit Demand Bids,
Decrement Bids or Increment Offers in the New England Markets, or (iii) to stdamgffers

for NonCommercialCapacityeffersin any Forward Capacity Auction or Reconfiguration

Auction. Any transactions, including Bilateral Transactions with a suspendetNioicipal

Market Participant (other than transactions for E&)stirgCommercialCapacity and (B)
NewNon-CommercialCapacity duringhe NewiNon-CommercialCapacity Cure Period) that

cause such suspended Ndnnicipal Market Participant to incur a financial obligation in the

| SO6s settl ement system or any Iliability to t
Demand Bids, Deement Bids and Increment Offers submitted by a suspended/Noitipal

Market Participant shall be deemed to be terminated for purposes of thhBagl Market

Clearing and t he .IS8E&Vx puspesestofthesmaicyredsciorstioethm

Capacity Supply Obligations of a suspendedWNamicipal Market Participant that result from

cleared demand bids in a Forward Capacity Auction or Reconfiguration Auction or from a

Bilateral Transaction will be first applied to the Commercial CapacitieResources of that

suspended NoeMunicipal Market Participant and then, when all such Commercial Capacity has

been cleared, to the Ngbommercial Capacity of the Resources of that suspended Non

Municipal Market Participant
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II. FINANCIAL ASSURANCE PRO VISIONS FOR MUNICIPAL APPLICANTS
AND MUNICIPAL MARKET PARTICIPANTS

A. Proof of Financial Viability

1. Municipal Applicants

Each Municipal Applicant must with its application submit a credit application and proof
of financial viability, as described belogatisfying the ISO requirements to demonstrate the
Muni ci pal Applicantdéds ability to meet its obl
becoming effective financial assurance in one of the forms described in Section VIl below. A
Municipal Applicant that chooses to provide such financial assurance will not be required to

provide financial information to the ISOThe ISO will not begin its review of a Municipal

Mar ket Participantés credit applicattiion or th
receives that Municipal Mar ket Participant s
D. Other Financial Assurances for Municipal Market Participants

Municipal Applicants or Municipal Market Participants that do not satisfy the rating
requirement for Qualifying Municipaarket Participants and Qualifying Municipal Market
Participants that are subject to Section III.E below must provide financial assurance in the form
and amount required by this Policy. Each financial assurance provided hereunder, unless
replaced in accoahce with the terms hereof or no longer required pursuant to the terms hereof,
shall remain in effect until the later of (a) 120 days after termination of the Municipal Market
Participantdés membership or (b) thvarkeend dat e
Participant and the final satisfaction of all obligations of the Municipal Market Participant
providing that financial assurance; provided, however that financial assurances required by this
Policy related to potential billing adjustments chardgeéd a terminated Municipal Market
Participant shall remain in effect until such billing adjustment request is finally resolved in
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accordance with the provisions of ISO New England Billing Pali¢y addition, the ISO shall

not return or permit the teimation of any financial assurance provided under this Policy by a
Municipal Market Participant that has terminated its membership or been terminated to the
extent that the 1ISO determines in its reasonable discretion that that financial assurance will be
required under this Policy with respect to an unsettled liability or obligation owing from that
Municipal Market Participant.

V. ADDITIONAL FINANCIAL ASSURANCE PROVISIONS FOR FORWARD
CAPACITY MARKETS

Any Market Participartttransacting irany Forward Capaty Auctions, Reconfiguration
Auctions-andor Bilateral Transactionfor capacity thatrds otherwise required to provide
additional financial assurance under this Polegych & De si gnat ed $®&Gids Parti ci
required to provide additional financia$surance meeting the requirements of Section VII below
in the amounts described in this Section V (such amounts being referred to in this Policy as the

AFCM Requirementso).

A. ExistingCommercial Capacity

A Designated FCM Patrticipant offerikgkisting-Capeity-nrto-dhe capacity of a

Resource that (i) has been declared commercial and successfully tested for its capacity rating by

the 1SO and (ii) has not elected to be treated as, and is not required to be treated as, a New

Generating Capacity Resource onaection with new investment in that Resource pursuant to

the Market Rules (fAiCommer Eoward CaparityAuctiongan ) i nt o

upcomingReconfiguration Auction or providingxisttrgCommercialCapacity during any

Commitment Period musgenerally comply with the requirements of this Policy with respect to

such transactions; provided, however, that for any Resource repregeasiiggCommercial
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Capacity that has been permitted to retire at the end of a current Commitment Period under
Section 1.3.9 of the ISO Tariff and whose obligation to provide all of $aehtirgCommercial
Capacity during that Commitment Period has not been transferred to another Resource, the
Designated FCM Participant for such Resource shall provide, at lea)fiBesiness Days

prior to the applicable Commitment Period, additional financial assurance equal to two-and one
half (2.5) times the monthly FCM Payment due to such Designated FCM Participant with respect
to suchExistingCommercialCapacity during the afipable Commitment Period.

A Designated FCM Participant that seeks to transfer its obligation to provide
ExistingCommercialCapacity to another Market Participant or DRRIy Customer in a
Reconfiguration Auction must provide prior to the start of tretdRfiguration Auction and
thereafter maintain additional financial assurance equal to the positive difference, if any, between
(x) theproduct of (i) themaximum price offered by that Designated FCM Participant in that

Reconfiguration Auctiomultiplied by (ii) the Capacity Supply Obligation offered by that

Designated FCM Participant in that Reconfiguration Auctind (y) the amount that Designated

FCM Participant would have received for its obligation to provideBkattingCommercial
Capacity. If thaDesignated FCM Participant is successful in transferring its obligation to
provideExistingCommercialCapacity to another Market Participant or DRRly Customer in

such a Reconfiguration Auction, the amount of the additional financial assurance réguaired

that Designated FCM Participant with respect to that transferred obligation shall be reduced to

the positive difference, if any, between (x) therainringroduct of (i) theawarded price to be

paid by that Designated FCM Participant as a result oiReeonfiguration Auctiomultiplied

by (ii) the Capacity Supply Obligation transferred by that Designated FCM Participant in that

Reconfiguration Auctiomnd (y) the remaining amount that Designated FCM Participant is to
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receivein market settlemerfor its obligation to provide tha@xistingiransferred Commercial
Capacity.

A Designated FCM Participant that transfers its obligation to provide
ExistingCommercialCapacity to another Market Participant or DRRIy Customer in a
Bilateral Transaction must, pri to the effectiveness of that Bilateral Transaction, (1) pay, or
cause another entity to pay on its behalf, any penalties assessed with respect to that obligation
through the date of such transéd (2) provide and thereafter maintain additional fir@nc
assurance equal to the positive difference, if any, between (x) the unpaid amount to be paid by
that Designated FCM Participant in that Bilateral Transaction and (y) the remaining amount that
Designated FCM Patrticipant is to receimenarket settlemerfor its obligation to provide that
Existingransferred Commerci&apacity.

A Designated FCM Participant with an obligation to provigestingCommercial
Capacity shall also provide additional financial assurance satisfying the requirements of this

Policy in the amount of any penalties assessed to that Designated FCM Participant for a failure to

deliver thatexistingCommercialCapacity as required.

B. NewNon-Commercial Capacity

1. FCM Deposit

A Designated FCM Patrticipant offerid¢pwCapacity-inte-arthe capacity of a Resource

that (i) has not been declared commercial and successfully tested for its capacity rating by the

ISO or (ii) has elected to be treated as, or is required to be treated as, a New Generating Capacity

Resource in connection with nemvestment in that Resource pursuant to the Market Rules

(ANCommmer ci al Capaci tPprivgrd Gapactity Auetionyor amygcenvngli n g

Reconfiguration Auction or seeking to enter into a Bilateral Transaction to prgeigidon-
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CommercialCapacity mst provide, within ten (10) Business Days after its qualification for such
auction or Bilateral Transaction under the Market Rules, a deposit in one of the forms of

financial assurance described in Section VII below in an amount equal to $2/kW times the

number of kilowattsof Non-Commercial Capacityualified as-New-Capacitfor such Forward

Capacity Auction or Reconfiguration Auction or for a Bilateral Transaction by such Designated
FCM Participant (the AFCM Depos fetobsuch I f a De
NewNon-CommercialCapacity is accepted in such Forward Capacity Auction or

Reconfiguration Auction or the Designated FCM Participant enters into such Bilateral
Transaction, the FCM Deposit wil!/l be applied
Requirements (as described below) with respect toeeliNon-CommercialCapacity. If the
Designated FCM PhNerNonrG@mnmpeacialCapaxity & hot azaeptenl in such

Forward Capacity Auction or Reconfiguration Auction or the Designated F&htipant does

not enter into such Bilateral Transaction, the FCM Deposit will be returned to the Designated

FCM Participant providing it, within four (4) Business Days after the 1SO receives a written

request for that FCM Deposit from such Designated F&Givticipant.

2. NewNon-Commercial Capacity in Forward Capacity Auctions

A Designated FCM Patrticipant that had its offeb@faNon-CommercialCapacity

accepted in a Forward Capacity Auction must provide and thereafter maintain additional
financial assurarecat the following times and in the following amounts:

® within five (5) Business Days following announcement of the winning @fan
that Forward Capacity Auction, an amount that, when combined with the Designated FCM
Participant 6s udrtGtke 0o of NeviEntry (on as$/kidogth basis) fothe

Capacity Zone that each Resource offering 8@mmercial Capacity is qualified within and for
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the Commitment Period fahat Forward Capacity Auction multiplied by the number of kW of

capacity awrded to that Designated FCM Participant in that Forward Capacity Auction (such
amount being ref Bawoedommacakapacnt gs FAhAmbBbunt 0)
(i) at least fifteen (15) days prior to the next annual Forward Capacity
Auction after the Favard Capacity Auction in which such offer was accepted, an additional
amount required to make the total financial assurance provided with respectMewhain
CommercialCapacity equal to two (2) times thiwNon-CommercialCapacity FA Amount;
and
(i)  at least fifteen (15) days prior to the second annual Forward
Capacity Auction after the Forward Capacity Auction in which such offer was accepted, an
additional amount required to make the total financial assurance provided with respect to that
NewNon-CommercialCapacity equal three (3) times tRewNon-CommercialCapacity FA
Amount.

3-New_Non-Commercial Capacity in Reconfiguration Auctions and Bilateral
Transactions

A Designated FCM Patrticipant that has its offeNefxNon-CommercialCapacity

acceptedn a Reconfiguration Auction or enters into a valid Bilateral Transaction to provide

NewNon-CommercialCapacity in the Forward Capacity Market must provide and thereafter

maintain additional financial assurance within five (5) Business Days following the
announcement of its winning offer or the entry into a Bilateral TransactidwhefeNon
CommercialCapacity in an amount equal to (a) the Cost of New Entry (on a-#iikWith basis)

for the Capacity Zone that each Resource offering-8lommercial Capacity igualified within

and for the Commitment Periddr that Reconfiguration Auction or Bilateral Transaction

multiplied by (b) the number of kW of capacity awarded to that Designated FCM Participant in
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that Reconfiguration Auction or Bilateral Transaction (theduct of the amounts described in
clauses (a) and (b) being referred to herein
(c) (i) two (2) if there is one Forward Capacity Auction scheduled before the Commitment

Period applicable to such winningfer or such Bilateral Transaction or (ii) three (3) if there are

no Forward Capacity Auctions scheduled before the Commitment Period applicable to such
winning offer or such Bilateral Transaction. At least fifteen (15) days prior to any Forward
CapacityAuction immediately preceding the applicable Commitment Period, the Designated

FCM Participant must provide an additional amount required to make the total financial

assurance provided with respect to tRaiNon-CommercialCapacity equal three (3) timdset
Reconfiguration FA Amount.

A Designated FCM Patrticipant that seeks to transfer its obligation to prgeisiEon
CommercialCapacity to another Market Participant or DRRly Customer in a Reconfiguration
Auction must provide prior to the start of thed®nfiguration Auction and thereafter maintain
additional financial assurance equal to the positive difference, if any, between grddioet of
(i) the maximum price offered by that Designated FCM Participant in that Reconfiguration

Auction multiplied by (ii) the Capacity Supply Obligation offered by that Designated FCM

Participant in that Reconfiguration Auctiand (y) the amount that Designated FCM Participant

would have received for its obligation to provide tRatvNon-CommercialCapacity. If that
Designated FCM Participant is successful in transferring its obligation to prdeigldon
CommercialCapacity to another Market Participant or DRRly Customer in such a
Reconfiguration Auction, the amount of the additional financial assurance reqoimethfxt
Designated FCM Participant with respect to that transferred obligation shall be reduced to the

positive difference, if any, between (x) thenairingroduct of (i) theawarded price to be paid
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by that Designated FCM Participant as a result ofRe&ionfiguration Auctiomultiplied by (ii)

the Capacity Supply Obligation transferred by that Designated FCM Participant in that

Reconfiguration Auctiomnd (y) the remaining amount that Designated FCM Patrticipant is to

receivein market settlemerfor its obligation to provide thatlewtransferred NorCommercial
Capacity.

A Designated FCM Patrticipant that transfers its obligation to proveeNon
CommercialCapacity to another Market Participant or DRRIy Customer in a Bilateral
Transaction must, priootthe effectiveness of that Bilateral Transaction, (1) pay, or cause
another entity to pay on its behalf, any penalties and default charges assessed with respect to that
obligationthrough the date of such transéd (2) provide and thereafter maintagidéional
financial assurance equal to the positive difference, if any, between (x) the unpaid amount to be
paid by that Designated FCM Participant in that Bilateral Transaction and (y) the remaining
amount that Designated FCM Participant is to receivearket settlemerfor its obligation to

provide thatNewtransferred NorfCommercialCapacity.

The amount of any additional financial assurance provided by a Designated FCM

Participant with respect tdewNon-CommercialCapacity shall be increased, in actamce with

the provisions of this Policy, by the amount of any penalties and default charges assessed to that

Designated FCM Participant with respect to thatNon-CommercialCapacity.

4, Load Response Resources
Notwithstanding the foregoing, for a Loa@$ponse Resource that constitdtesNon
CommercialCapacity and is comprised of a number of discrete load response projects, (a) the
FCM Deposit required to be provided on any date will be calculated based on the portions of the

total NewNon-CommercialCgpacity that has been qualified by the 1SO for such Load Response
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Resource on such date and (b)#eexNon-CommercialCapacity FA Amount and the

Reconfiguration FA Amount will be based on the kW of capacity awarded to the Designated
FCM Participant with rgsect to that Load Response Resource in the applicable auction or

Bilateral Transaction.

5. Return of Financial Assurance
Once a Resource being awarded an offédeasNon-CommercialCapacity in any
Forward Capacity Auction or Reconfiguration Auction nteging into a Bilateral Transaction
for NewNon-CommercialCapacity is declared commercial and successfully tested for its

capacity rating by the 1SOr otherwise becomes a Resource meeting the definition of
ACommer ci al C that Resourteyshalb biger beeconsideredewNon-

CommercialCapacity under this Policy and will instead become subject to the provisions of this
Policy relating taexistingCommercialCapacity. The 1SO shall return any additional financial
assurance to the applicable Desited FCM Participant that is in excess of the amount required
hereunder within four (4) Business Days after the ISO receives a request to do so in writing from
that Designated FCM Patrticipant.

For any Load Response Resource that is comprised of a nuhtigcrete load response

projects, was awarded an offer as, or entered into a Bilateral Transaction to previtien
CommercialCapacity, and has achieved the milestones under the Market Rules for at least
seventyfive percent (75%) of the capacity awaddo it, the ISO will return to the Designated

FCM Participant for that Load Response Resource the portion of the financial assurance
provided by that Designated FCM Participant attributable to the portion of the Load Response
Resource that has satisfitebse milestones, within four (4) Business Days after receipt of a
written request by such Designated FCM Participant. In the event that any financial assurance is
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returned to a Designated FCM Participant under the immediately preceding sentence and the
applicable Load Response Resource subsequently fails to achieve dexeepgrcent (75%) of
all of its milestones and severiye percent (75%) of previously achieved milestones, that
Designated FCM Participant will reinstate the full amount of additifamancial assurance
required for such Load Response Resource being treatéslxddon-CommercialCapacity
hereunder within four (4) Business Days after the ISO provides notice to that Designated FCM
Participant.
6. Credit Test Amount Consequences

If a Provisional Member is required to provide additional financial assurance under this
Policy solely in connection with (A) an offer BiewNon-CommercialCapacity into any
Forward Capacity Auction or Reconfiguration Auction or a Bilateral Transaction to provide
NewNon-CommercialCapacity and (B) its obligation to pay Participant Expenses as a
Provisional Member, and that Provisional Member is maintaining the amount of additional
financial assurance required under this Policy, then the provisions of Sectiohthi® Bolicy
relating to the consequences of Ndu ni ci p al Mar ket Participantds
percent, 90 percent and 100 percent of its Credit Test Amount shall not apply to that Provisional
Member.

7. Financial Assurance for Multiple Auctions and Transactions

In the event that a Designated FCM Patrticipant has its offer of@dommercial Capacity

for a Resource accepted in multiple Forward Capacity Auctions and/or Reconfiguration Auctions

and/or enters into one or more valid Bilateral Tratisas to provide Nof€Commercial Capacity

for that Resource prior to the date on which that Resource satisfies the requirements for

Commer ci al Capaci ty, t hhat Designated FCM Part
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respect to that Resource will bgual to the largest financial assurance obligation applicable to

any of those offers or Bilateral Transactions. To the extent that the ISO draws down that

Designated FCM Participantds financi al assur a

Transation, that Designated FCM Participant must replenish that financial assurance to a level

that is equal to the largest financial assurance obligation applicable to the remaining offers and

Bilateral Transactions for that Resource.

C. Loss of Capacity and erfeiture of Financial Assurance

If a Designated FCM Participant offering or awardieghNon-CommercialCapacity in
any Forward Capacity Auction or Reconfiguration Auction or entering into a Bilateral
Transaction to providelewiNon-CommercialCapacity is indefault under this Policy or the 1SO
New England Billing Policy and does not cure such default within the appropriate cure period,
then: (i) beginning with the first Business Day following the end of such cure period, (A) the
ISO shall issue notice of dudefault to that Designated FCM Participant, to the NEPOOL
Budget and Finance Subcommittee, to all members and alternates of the Participants Committee,
and to the New England governors and utility regulatory agencies, and (B) that Designated FCM
Participant will be assessed a default charge of one percent (1%) of its total FCM Requirements
at that time for each Business Day that elapses until it cures such defaultesfiten

CommercialCapacity awards and Bilateral TransactionsNienNon-CommercialCapacity are

terminated under clause (ii) below; and (ii) if such default is not cured by 5:00 p.m. (Eastern

Time) on the sooner of (x) the fifth Business Day following the end of such cure period or (y) the
second Business Day prior to the start of the selxeduled Forward Capacity Auction or
Reconfiguration Auction ( suc kNespeCommdrcidbei ng r e

Capacity Cur eNeRe€s ommercial
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and-successiully tested-forits-capprating-by-the ISENon-Commercial Capacitthat was

awarded to such Designated FCM Participant in previous Forward Capacity Auctions and
Reconfiguration Auctions and that such Designated FCM Participant contracted to provide in
Bilateral Transactionshall be terminated, (B) the ISO will draw down the entire amount of the
financial assurance provided by that Designated FCM Participant with respect to such terminated
NewNon-CommercialCapacity awards or terminated Bilateral Transactions and will issue an
Invoice to the Designated FCM Participant for any shortfall resulting from that Designated FCM
Participantodés failure to maintain adequate fi
charges described in clause (i)(B) above shall not be assesbatibesignated FCM
Participant. All default charges collected under this paragraph will be deposited in the Late
Payment Account in accordance with the ISO New England Billing Policy.

If a Designated FCM Participant: (i) fails to meet a qualificatilestone foiNewNon
CommercialCapacity under the Market Rules and does not cure such failure within the

appropriate cure period; (ii) fails to havefitswiNon-CommercialCapacity declared commercial

and successfully tested for its capacity rating by 86 by the deadline for the applicable
Commitment Period (including all applicable cure periods) and does not replaisetiNdn-
CommercialCapacity with other qualified capacity for the same Commitment Period, or (iii)
otherwise takes any action or faitstake any action which, in the case of such action or failure
to act, results in the termination of its Capacity Supply Obligation under the Market Rules, the

ISO will terminate the relevant awardfé&wNon-CommercialCapacity or Bilateral Transaction

for NewNon-CommercialCapacity in its entirety for the remaining term of the Commitment

Period and will draw down the entire amount of the financial assurance provided by such

Designated FCM Participant with respect to such termingéedNon-CommercialCapaity or
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Bilateral Transaction fokewNon-CommercialCapacity. If the ISO determines that a Resource
being awarded an offer with respecttewNon-CommercialCapacity in any Forward Capacity
Auction or Reconfiguration Auction or entering into a Bilatenansaction to providelewNon
CommercialCapacity is not capable of delivering the full amount of #ratiNon-Commercial
Capacity, the ISO wilkither (i)bill the Designated FCM Participant for that Resource for the

amountdueof financial assurance due (thiat would have been due but for the Designated FCM
Participant 6s withgasgect to that shoreatl in capatdy (il draw)down

that amount of the financial assurance provided by the Designated FCM Patrtitipena

subsequentemsonal capacity test after the initial capacity test a Resource is determined to be not
capable of delivering the full amount of its seasonal capacity for a Commitment Period, the 1SO
will either (i)bill the Designated FCM Participant for that Resoutrdlie amountiuenf

financi al assurance due (or t hhat woul d have

positive Credit Limit)with respect to that shortfall in capaeitif-any-such-veice-is-hroet-paid in

angr (ii) draw down that

amount of thdinancial assurance provided by theplicabl®esignatedCM Participantand

suech-failure Failureto pay an Invoicéssued under this Section V. @ay also constitute a

payment defaultwher t he | SO6s Billing Policy. The ¢
payment on a bill or its drawing down of any financial assurance under this Section V.C (other
than with respect to the default charges described above) will be paid to kad setities

based on their capacity obligations in the applicable Commitment Period.

D. Composite FCM Transactions
For separate resources that seek to participate as a single composite resource in a Forward
Capacity Auction or Reconfiguration Auctionwhich multiple Market Participants and/or
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DRP-Only Customers provide that capacity (coll e

provisions of this Section V shall be applied as follows:

1. All Market Participants and DRPnly Customers participating the
same Composite FCM Transaction will indicate upon the submission of their composite offer to
the ISO whether (x) the Market Participant or D&Rly Customer providing capacity for the
summer <capacity season (the posSbleforgmovidiigaM Par t i
of the additional financial assurance required with respect to that Composite FCM Transaction,
pursuant to paragraph 2 below, or (y) each Market Participant aneCDRFCustomer
participating in that Composite FCM Transactioi e responsible for providing the additional
financial assurance required with respect to its Resources included in that Composite FCM

Transaction, pursuant to paragraph 3 below.

2. If the Summer FCM Patrticipant will be responsible for providing alhef t
additional financial assurance required with respect to the Composite FCM Transaction, then:

a. the FCM Requirements, if any, shall be determined as if the
Summer FCM Participant were providing all of the capacity in such Composite FCM
Transaction, andny FCM Requirements resulting from the Composite FCM Transaction will be
imputed solely to the Summer FCM Participant;

b. if any Resource in the Composite FCM Transactismesenting
an-Existing-Generating-Capacity-Resothas been permitted to retirethe end of a current
Capacity Commitment Period under Section 1.3.9 of the ISO Tariff, the FCM Requirements
under Section V.A with respect to that Resource will expire when that Resource is no longer

responsible for providing capacity;
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C. if the Composi FCM Transaction involves one or more

Resources seeking to provide or providaagpacity-as-aNew-Generathbogn-Commercial
CapacityResourece-oras-aNew Demand-Resquhe FCM Requirements under Section V.B
will be calculated based on the maximum amaimrtapaciyNon-Commercial Capacity
represented by allew-Generating-Capacity Resources-and-New-DerRasdurces included in

such Composite FCM Transaction in any month during the applicable Capacity Commitment
Period,;

d. the additional financial assuranprovided under Section V.B with
respect tdNew-Generatinjon-CommercialCapacityReseurces-and-New Demand-Resetliites
the Composite FCM Transaction will only be returned by the 1ISO under Section V.B.5 when (a)

all New Resources seeking to provide or

providingeapacitNon-Commercial Capacitin such Composite FCM Transaction have been
declared commercial and successfully tested for their capacity ratings by tbe h8@

otherwise become Resources meetingdtteef i ni t i on of @A Co mane(b)all al Ca |

of the other requirements of Section V.B.5 have been satisfied;

e. if the NewDemand Resources included in the Composite FCM
Transaction include one or more Load Response Resources, the provisieosaf 8.B.5
relating to the return of a portion of any financial assurance provided upon a Load Response
Resource achieving the milestones for at least se¥emtypercent (75%) of the capacity
awarded to it shall not apply to such Composite FCM Traimsgend

f. for purposes of Section V.C, any termination of capacity awards

shall apply to all Market Participants and DRBly Customers participating in the Composite
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FCM Transaction, and any Invoice issued thereunder will be issued to the Summer FCM

Paticipant.

3. If each Market Participant and DRPnly Customer participating in the
Composite FCM Transaction will be responsible for providing the additional financial assurance

required with respect to its Resources included in that Composite FCM Transtetn:

a. the FCM Requirements, if any, for each Market Participant and
DRP-Only Customer shall be determined solely with respect to the capacity being provided, or

sought to be provided, by that Market Participant or ElR#y Customer;

b. if any Resarrce in the Composite FCM Transactiapresenting
an-Existing-Generating-Capacity-Reseihas been permitted to retire at the end of a current
Capacity Commitment Period under Section 1.3.9 of the ISO Tariff, the FCM Requirements
under Section V.A withaspect to that Resource will expire when that Resource is no longer
responsible for providing capacity;

C. if the Composite FCM Transaction involves one or more
Resources seeking to provide or providirgpacity-as-aNew-Generathbgn-Commercial
CapacityReseource-orasa-New Demand-Resgulte FCM Requirements under Section V.B

for each Market Participant or DRPnly Customer with respect to that Composite FCM

Transaction will be calculated based on the maximum amowatpafcitNon-Commercial

Capacityas oci at ed with such Muanrlkye tCuPsatrotmecridpsa nRedsso uc
Composite FCM Transaction in any month during the applicable Capacity Commitment Period,;

d. the additional financial assurance provided under Section V.B by
each Market Partipant or DRPOnly Customer with respect to eddbw Generating-Capaceity
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Resource-or-New-DemaiResource that it has included in the Composite FCM Transaction will
be returned by the ISO to such Market Participant or{0RE Customer under Section V.B.5

when the correspondinis Resburce has been

declared commercial and successfully tested for its capacity ratings by tloe h&6 otherwise

become a Resource meeting t he dadallofthdothern o f

requirements of Section V.B.5 have been satisfied by that Market Participant €D BliRP
Customer;

e. if the-New Demand Resources included in the Composite FCM
Transaction include one or more Load Response Resources, the provisieosaf 8.B.5
relating to the return of a portion of any financial assurance provided upon a Load Response
Resource achieving the milestones for at least sexemtyercent (75%) of the capacity
awarded to it shall apply to such Composite FCM Transaciiuah;

f. for purposes of Section V.C, any termination of capacity awards
shall apply only to the Market Participant and D&Rly Customer participating in the
Composite FCM Transaction that has failed to satisfy its obligations, and any Invoice issued

theraunder will be issued only to that Market Participant or BRRRy Customer.

VIl.  ACCEPTABLE FORMS OF FINANCIAL ASSURANCE

Provided that the requirements set forth herein are satisfied, acceptable forms of financial
assurance include a cash deposit, a lefteredit or a corporate guarantrdepeositof-United
StatesTreasury-obligatio(except as otherwise provided herein). All costs associated with
obtaining financial security and meeting the provisions of this Policy are the responsibility of the
Applicant or Market Participant. Any Market Participant requesting a change to one of the

model forms attached to this Policy which would be specific to such Participant (as opposed to a
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generic improvement to such form) shall, at the time of making thatsegasy a $1000 change
fee, which fee shall be deposited into the Late Payment Account maintained under the ISO New
England Billing Policy. Any additional financial assurance provided by a new Market
Participant under this Section VII must be provideth®ISO at least five Business Days before
such Market Participant commences activity in the New England Markets.

B. Letter of Credit

An irrevocable standby letter of credit provides an acceptable form of financial assurance
to the 1ISO. For purposes ofghPolicy, the letter of credit shall be valued at $0 30 days prior to
the termination of such letter of credit. If the letter of credit amount is below the required level,

the Market Participant shall immediately replenish or increase the letter dfamesint or

obtain a substitute letter of credithe account party on a letter of credit must be either the
Market Participant whose obligations are secured by that letter of credit or an Affiliate of that

Market Participant.

The bank issuing the lettef credit must (i) have a minimuasrperate-deligsuerrating
of a;m WMWY S&P, or AHAA3I® by Motodly,d6sanddr( iAiiA) be

of the United States or any state thereof or be the United States branch of a foreign bank.

D—Upliod-StarosTroasuny-Oblications
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ATTACHMENT 2

SAMPLE LETTER OF CREDIT

THE FOLLOWING TERMS AND CONDITIONS APPLY:

THIS LETTER OF CREDIT SHALL EXPIRE AT THE CLOSE

OF BUSINESS [DATE].

THE AMOUNT WHICH MAY BE DRAWN BY YOU UNDER THIS LETTER
OF CREDIT SHALL BE AUTOMATICALLY REDUCED BYTHE AMOUNT
OF ANY-UNREIMBURSEDDRAWINGS HEREUNDER AT OUR
COUNTERS. ANY NUMBER OF PARTIAL DRAWINGS ARE PERMITTED

FROM TIME TO TIME HEREUNDER.

* * * *

THIS LETTER OF CREDIT SHALL BE GOVERNED BY THE UNIFORM
CUSTOMS AND PRACTICE FOR DOCUMENTARY CREDIT89932007REVISION,
INTERNATIONAL CHAMBER OF COMMERCE PUBLICATION NO586600(THE
nUCPO) , EXCEPT TO THE EXTENT THAT TERMS HEREO
THE PROVISIONS OF THE UCP, INCLUDING BUT NOT LIMITED TO ARTICLES314(b)
AND 1736 OF THE UCP, IN WHICH CASHHE TERMS OF THE LETTER OF CREDIT

SHALL GOVERN.
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PRESENTATION OF ANY DRAWING CERTIFICATE UNDER THIS STANDBY LETTER
OF CREDIT MAY BE SENT TO US BY COURIER, CERTIFIED MAIL, REGISTERED
MAIL, TELEGRAM, OR FACSIMILE WITH A CONFIRMING COPY OF SUCH
FACSIMILE SENT AFTER THE DRAWING BY CERTIFIED MAIL TO THE ADDRESS
SET FORTH BELOW, OR SUCH OTHER ADDRESS AS MAY HEREAFTER BE
FURNISHED BY US. OTHER NOTICES CONCERNING THIS STANDBY LETTER OF
CREDIT MAY BE SENT BY SIMILAR COMMUNICATIONS FACILITY TO THE
RESPECTIVE ADDRESSES SET FORTH BELOW. ALL SUCH NOTICES AND
COMMUNICATIONS SHALL BE EFFECTIVE WHEN ACTUALLY RECEIVED BY THE

INTENDED RECIPIENT PARTY.

IF TO THE BENEFICIARY OF THIS LETTER OF CREDIT:

ISO NEW ENGLAND, INC.

ATTENTION: CREDIT DEPARTMENT
1 SULLIVAN RD.

HOLYOKE, MA 01040

FAX: 4135354024

IF TO THE ACCOUNT PARTY:

[NAME]
[ADDRESS]
EAX

[PHONE]
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IF TO US

[NAME]
ADDRESS
FAX

[PHONE]

41858937.7
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