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Letters of Credit
Frequently Asked Questions

Q.
How do I submit new or amended Letters of Credit for processing?
A. 
All new or amended Letters of Credit may be electronically submitted to creditdepartment@iso-ne.com for processing as long as a hard copy is received by Market and Credit Risk on the next business day.  The mailing address is:





ISO New England





One Sullivan Road





Holyoke, MA 01040





Attn: Market and Credit Risk

Q.
Is there a special format that a Letter of Credit must follow?  If so, where can the template be found?

A.
Yes.  All Letters of Credit must conform to the FERC”s approved ISO NE template.  This template can be found on our website at http://www.iso-ne.com/static-assets/documents/stlmnts/assur_crdt/pol_amndts/letter_of_credit_template.doc.
Q.
Which banks are eligible to issue Letters of Credit?

A.
The Approved Letter of Credit Banks list, which includes CME Approved and/or ISO Approved institutions, can be found on our website at http://www.iso-ne.com/static-assets/documents/stlmnts/assur_crdt/approved_letter_of_credit_banks.pdf.

Q. 
Can a Letter of Credit be issue on behalf of the customer?

A.
Yes.  A Letter of Credit can be issued on a company’s behalf.  However, the companies must be affiliates of one another.  

Per the Financial Assurance Policy (FAP) the account party on a letter of credit must be either the Posting Entity whose obligations are secured by that letter of credit or an Affiliate of that posting entity.
Q.
My bank will not approve the language contained in the Letter of Credit template.  What is the process for seeking approval of a Letter of Credit that does not follow the FERC’s approved ISO New England’s template language?

A.
Material changes to the approved template language must be brought before the NEPOOL Budget & Finance Subcommittee.  There is a $1,000 fee associated with this process.  The fee will be billed on the next non-hourly invoice. 


In lieu of an expiration date, evergreen language is available upon request.  The insertion of the ISO approved evergreen language is a non-material change that is not subject to the $1,000 change fee mentioned above.

Q.
How long does it take to process a new or amended Letter of Credit?

A.  
Typically processing of a new or revised Letter of Credit will take up to four (4) days.  However, it may take less or more time depending on the circumstances.  

Q.
Can a company have more than one currently effective Letter of Credit?

A.
Yes.  There is no limit to how many Letters of Credit may be issued.  However, there is a limit to how much a single bank may issue to any one company.  The current limit is set to $100M.  

Q.
What are the steps I need to take to renew my current Letter of Credit?

A.
In order to renew a current Letter of Credit an amendment for extending the expiration date must be received prior to the Letter of Credit being set to zero.  Per the Financial Assurance Policy the Letter of Credit will be zeroed out 30 days prior to the stated expiration date:

“An irrevocable standby letter of credit provides an acceptable form of financial assurance to the ISO. For purposes of the ISO New England Financial Assurance Policy, the letter of credit shall be valued at $0 at the end of the Business Day that is 30 days prior to the termination of such letter of credit.”


At the same time the expiration date is extended you must verify the language of the Letter of Credit matches the current template.  An amendment to extend the Letter of Credit will not be accepted if the language does not conform to the current template provided.


In lieu of an expiration date, The ISO approved evergreen language is available upon request.  
Q.
How do I change the amount of the Letter of Credit that is currently effective?

A.
The issuing bank needs to send an amendment original to Market and Credit Risk indicating the new amount the Letter of Credit should be.  

Q.
How do I cancel my Letter of Credit?  

A. 
In order to cancel a Letter of Credit you will need your Issuing Bank to issue an amendment canceling the Letter of Credit.  

Q.
Is there a limit to how much a bank may issue to a group of affiliates? 

A.
Yes.  The current cap for Letters of Credit issued by a single bank to a group of affiliated entities is $150M.  If companies become affiliated after a bank had issued Letters of Credit that exceeded the $150M, those companies would be notified and would have five (5) business days to rectify the situation with new Letters of Credit.
Q.
Can a single Letter of Credit be used to collateralize multiple Market Participant’s obligations?

A. 
No.  Each Market Participant must have their own Letter of Credit in place for Financial Assurance.  Letters of Credit may not be divided up or shared amongst multiple entities.

Q.
Who can I contact if I have Letters of Credit related questions?

A.  
All questions and inquiries may be submitted via the Ask ISO system located at:  https://askiso.force.com/s/ or by contacting Customer Service at custserv@iso-ne.com or by phone at 413-540-4220. 
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