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then the ISO shall be required to make an informational filing with the Commission as 

soon as reasonably practicable after taking such action.  If the ISO chooses to prohibit (in 

the case of an applicant) or terminate (in the case of a customer) participation in the New 

England Markets, then the ISO must file for Commission approval of such action, and the 

prohibition or termination shall become effective only upon final Commission ruling.  No 

action by the ISO pursuant to this subsection (b) shall limit in any way the ISO’s rights or 

authority under any other provisions of the ISO New England Financial Assurance Policy 

or the ISO New England Billing Policy.  

2. Risk Management

(a)  Each customer and applicant shall submit, on an annual basis (by April 30 each year), a 

certificate in the form of Attachment 3 to the ISO New England Financial Assurance 

Policy stating that the customer or applicant has: (i) either established or contracted for 

risk management procedures that are applicable to participation in the New England 

Markets; and (ii) has established or contracted for appropriate training of relevant 

personnel that is applicable to its participation in the New England Markets.  The 

certificate must be signed on behalf of the customer or applicant by a Senior Officer of 

the customer or applicant and must be notarized.  An applicant that fails to provide this 

certificate will be prohibited from participating in the New England Markets until the 

deficiency is rectified.  If a customer fails to provide this certificate by end of business on 

April 30, then the ISO shall issue a notice of such failure to the customer on the next 

Business Day and, if the customer does not provide the certificate to the ISO within 5 

Business Days after issuance of such notice, then the customer will be suspended as 

described in Section III.B.3 of the ISO New England Financial Assurance Policy until the 

deficiency is rectified. 

(b) Each applicant prior to commencing activity in the FTR market shall submit to the ISO or 

its designee the written risk management policies, procedures, and controls applicable to 

its participation in the FTR market relied upon by the Senior Officer of the applicant 

signing the certificate provided pursuant to Section II.A.2 (a).  On an annual basis (by 

April 30 each year), each customerDesignated FTR Participant with FTR transactions in 

any of the previous twelve months or in any currently open month that exceed 1,000 MW 

per month (on a net basis, as described in the FTR Financial Assurance Requirements 
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provisions in Section VI ) shall submit to the ISO or its designee a certificate in the form 

of Attachment 5 to the ISO New England Financial Assurance Policy stating that, since 

the customer’s delivery of its risk management policies, procedures, and controls or its 

last certificate pursuant to this Section II.A.2(b), the customer either: (i) has not made any 

changes to the previously submitted written risk management policies, procedures, and 

controls; or (ii) that changes have been made to the previously submitted written risk 

management policies, procedures, and controls and that all such changes are clearly 

identified and attached to such certificate.  If any such applicant fails to submit the 

relevant written policies, procedures, and controls, then the applicant will be prohibited 

from participating in the FTR market.  If any such customer fails to provide a certificate 

in the form of Attachment 5 by end of business on April 30, then the ISO shall issue a 

notice of such failure to the customer, and if the customer does not provide the certificate 

to the ISO within two Business Days after issuance of such notice, then the customer will 

be suspended (as described in Section III.B.3.c of the ISO New England Financial 

Assurance Policy) from entering into any future transactions in the FTR system.  

The ISO, at its sole discretion, may also require any applicant or customer to submit to 

the ISO or its designee the written risk management policies, procedures, and controls 

that are applicable to its participation in the New England Markets relied upon by the 

Senior Officer of the applicant or customer signing the certificate provided pursuant to 

Section II.A.2(a).  The ISO may require such submissions based on identified risk factors 

that include, but are not limited to, the markets in which the customer is transacting or the 

applicant seeks to transact, the magnitude of the customer’s transactions or the 

applicant’s potential transactions, or the volume of the customer’s open positions.  Where 

the ISO notifies an applicant or customer that such a submission is required, the 

submission shall be due within 5 Business Days of the notice.  If an applicant fails to 

submit the relevant written policies, procedures, and controls as required, then the 

applicant will be prohibited from participating in the New England Markets.  If a 

customer fails to submit the relevant written policies, procedures, and controls, then the 

ISO shall issue a notice of such failure to the customer, and if the customer fails to submit 

the relevant written policies, procedures, and controls to the ISO or its designee within 

two Business Days after issuance of such notice, then the customer will be suspended (as 

described in Section III.B of the ISO New England Financial Assurance Policy). 



BoPP FAP Redlines – 10/3/16 Version 

ISO-NE PUBLIC 

Policy stating that the customer or applicant has either established or contracted to 

establish procedures to effectively communicate with and respond to the ISO with respect 

to matters relating to the ISO New England Financial Assurance Policy and the ISO New 

England Billing Policy.  Such procedures must ensure, at a minimum, that at least one 

person with the ability and authority to address matters related to the ISO New England 

Financial Assurance Policy and the ISO New England Billing Policy on behalf of the 

customer or applicant, including the ability and authority to respond to requests for 

information and to arrange for additional financial assurance as necessary, is available 

from 9:00 a.m. to 5:00 p.m. Eastern Time on Business Days.  Such procedures must also 

ensure that the ISO is kept informed about the current contact information (including 

phone numbers and e-mail addresses) for the person or people described above.  The 

certificate must be signed on behalf of the customer or applicant by a Senior Officer of 

the customer or applicant and must be notarized.  An applicant that fails to provide this 

certificate will be prohibited from participating in the New England Markets until the 

deficiency is rectified.  If a customer fails to provide this certificate by end of business on 

April 30, then the ISO shall issue a notice of such failure to the customer on the next 

Business Day and, if the customer does not provide the certificate to the ISO within 5 

Business Days after issuance of such notice, then the customer will be suspended as 

described in Section III.B.3 of the ISO New England Financial Assurance Policy until the 

deficiency is rectified.  

4. Capitalization

(a) To be deemed as meeting the capitalization requirements, a customer or applicant shall 

either: 

(i) be Rated and have a Governing Rating that is an Investment Grade Rating of 

BBB-/Baa3 or higher; 

(ii)  maintain a minimum Tangible Net Worth of one million dollars; or 

(iii) maintain a minimum of ten million dollars in total assets, provided that, to meet 

this requirement, a customer or applicant may supplement total assets of less than 

ten million dollars with additional financial assurance in an amount equal to the 

difference between ten million dollars and the customer’s or applicant’s total 

assets in one of the forms described in Section X (any additional financial 

assurance provided pursuant to this Section II.A.4(a) shall not be counted toward 
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satisfaction of the total financial assurance requirements as calculated pursuant to 

the ISO New England Financial Assurance Policy). 

(b) Any customer or applicant that fails to meet these capitalization requirements will be 

suspended (as described in Section III.B.3.c of the ISO New England Financial 

Assurance Policy) from entering into any future transactions of a duration greater than 

one month in the FTR system or any future transactions for a duration of one month or 

less except when FTRs for a month are being auctioned for the final time.  Such a 

customer or applicant may enter into future transaction of a duration of one month or less 

in the FTR system in the case of FTRs for a month being auctioned for the final time.  

Any customer or applicant that fails to meet these capitalization requirements shall 

provide additional financial assurance in one of the forms described in Section X of the 

ISO New England Financial Assurance Policy equal to 25 percent of the customer’s or 

applicant’s FTR Financial Assurance Requirements.  Any additional financial assurance 

provided pursuant to this Section II.A.4(b) shall not be counted toward satisfaction of the 

total financial assurance requirements as calculated pursuant to the ISO New England 

Financial Assurance Policy. 

(c) For markets other than the FTR market: 

 (i) Where a customer or applicant fails to meet the capitalization requirements, the 

customer or applicant will be required to provide an additional amount of 

financial assurance in one of the forms described in Section X of the ISO New 

England Financial Assurance Policy in an amount equal to 25 percent of the 

customer’s or applicant’s total financial assurance requirement (excluding FTR 

Financial Assurance Requirements). 

(ii) An applicant that fails to provide the full amount of additional financial 

assurance required as described in subsection (i) above will be prohibited from 

participating in the New England Markets until the deficiency is rectified.  For a 

customer, failure to provide the full amount of additional financial assurance 

required as described in subsection (i) above will have the same effect and will 

trigger the same consequences as exceeding the “100 Percent Test” as described 

in Section III.B.2.c of the ISO New England Financial Assurance Policy. 

(iii)  Any additional financial assurance provided pursuant to this Section II.A.4(c) 

shall not be counted toward satisfaction of the total financial assurance 
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(i) two and one-half (2.5) times the average monthly Non-Hourly Charges for such Non-

Market Participant Transmission Customer  over the two most recently invoiced calendar 

months (which amount shall not in any event be less than $0); plus  

(ii) amount of any unresolved Disputed Amounts received by such Non-Market 

ParticipantTransmission Customer.  

2. Financial Assurance for Transmission Charges

Each Non-Market Participant Transmission Customer must provide the ISO with

additional financial assurance hereunder such that the sum of (x) its Transmission Credit

Limit and (y) the excess of (A) the available amount of the additional financial assurance

provided by that Non-Market Participant Transmission Customer over (B) the amount of

that additional financial assurance needed to satisfy the requirements of Section V.D.1

above is equal to two and one-half (2.5) times the average monthly Transmission Charges

for such Non-Market Participant Transmission Customer over the two most recently 

invoiced calendar months (which amount shall not in any event be less than $0)

3. Notice of Failure to Satisfy NMPTC Financial Assurance Requirement

A Non-Market Participant Transmission Customer that knows or can reasonably be

expected to know that it is not satisfying its NMPTC Financial Assurance Requirement

shall notify the ISO immediately of that fact.  Without limiting the availability of any

other remedy or right hereunder, failure by any Non-Market Participant Transmission

Customer to comply with the provisions of the ISO New England Financial Assurance

Policy (including failure to satisfy its NMPTC Financial Assurance Requirement) may

result in the commencement of termination of service proceedings against that non-

complying Non-Market Participant Transmission Customer.

VI. ADDITIONAL PROVISIONS FOR FTR TRANSACTIONS

Market Participants must complete an ISO-prescribed training course prior to participating in the FTR 

Auction. All Market Participants transacting in the FTR Auction that are otherwise required to provide 

additional financial assurance under the ISO New England Financial Assurance Policy, including all 

FTR-Only Customers (“Designated FTR Participants”) are required to provide financial assurance in an 

amount equal to the sum of the FTR Settlement Risk Financial Assurance, the Unsettled FTR Financial 

Assurance,FTR Bid Financial Assurance, the FTR Award Financial Assurance and the Settlement 
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Financial Assurance, each as described in this Section VI (such sum being referred to in the ISO New 

England Financial Assurance Policy as the “FTR Financial Assurance Requirements”).  

A. FTR Settlement Risk Financial Assurance  

A Designated FTR Participant is required to provide “FTR Settlement Risk Financial 

Assurance” for each bid it submits into an FTR Auction and for each bidFTR that is 

awarded to it in an FTR Auction, as described below.  

After bids are finalized for an FTR Auction, but before the auction results are final, a 

Designated FTR Participant must provide FTR Settlement Risk Financial Assurance 

based on its bids for each FTR path. The ISO will calculate an FTR Settlement Risk 

Financial Assurance amount for each direction (prevailing flow and counter flow) of each 

FTR path on which the Designated FTR Participant has bid, equal to the total number of 

MW bid for that direction of the FTR path multiplied by the applicable proxy value for 

the FTR path (as described below) multiplied by the number of hours associated with the 

bid. For that FTR path, the Designated FTR Participant must provide FTR Settlement 

Risk Financial Assurance equal to the higher of the amounts calculated for each direction. 

Once an FTR Auction’s results are final, a Designated FTR Participant must provide FTR 

Settlement Risk Financial Assurance based on awarded FTRs, equal to the MW value of 

each awarded FTR multiplied by the applicable proxy value for the FTR path (as 

described below) multiplied by the number of hours associated with the FTR. For 

purposes of this calculation, the ISO will net the MW values of a Designated FTR 

Participant’s awarded FTRs having  the same or opposite path, same contract month, and 

same type (on-peak or off-peak). For purposes of this netting, annual FTRs may be 

converted into monthly positions. 

The proxy value for each FTR path, which shall be calculated separately for on-peak and 

off-peak FTRs, will be based on the standard deviation observed in the difference 

between the average congestion components of the Locational Marginal Price in the Day-

Ahead Energy Market at the path’s sink and source for the previous 36 months, with 

differing multipliers for annual and monthly FTRs and for  prevailing flow and counter 

flow paths. These multipliers will be reviewed and approved by the NEPOOL Budget and 
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Finance Subcommittee and shall be posted on the ISO’s website. Where there is 

insufficient data to perform these calculations for a node, zonal data will be used instead.  

FTR Settlement Risk Financial Assurance will be adjusted as the awarded FTRs are 

settled.The amount of a Designated FTR Participant’s FTR Settlement Risk Financial 

Assurance for each FTR bid or awarded FTR bid shall be based upon the node(s)-specific 

on-peak and off-peak proxy value to which such FTR bid or awarded FTR bid relates (the 

“Nodal Amount”) multiplied by the number of MW-months included in the Designated 

FTR Participant’s bid or remaining in the awarded FTR bid.  The Nodal Amount for each 

node shall be determined from time to time by the ISO based on historical data for that 

node according to a methodology approved from time to time by the NEPOOL Budget 

and Finance Subcommittee and shall be posted on the ISO’s website. Such Nodal 

Amounts may be adjusted from time to time.  In no event will the FTR Settlement Risk 

Financial Assurance be less than $0. 

B. FTR Bid Financial Assurance 

A Designated FTR Participant is required to provide “FTR Bid Financial Assurance” for 

each bid it submits into an FTR Auction.  The amount of a Designated FTR Participant’s 

FTR Bid Financial Assurance for any FTR Auction is the maximum dollar value of the 

bids submitted by such Designated FTR Participant in such FTR Auction at the time such 

FTR Auction closes.  For purposes of calculating FTR Bid Financial Assurance, negative 

bids are treated as having a value of $0. 

BC.  Unsettled FTR Financial AssuranceFTR Award Financial Assurance 

A Designated FTR Participant is required to maintain, at all times, “Unsettled FTR 

Award Financial Assurance” for alleach FTRs awarded to it in any FTR Auctions.  

Immediately after FTRs are awarded in an FTR Auction, the Unsettled FTR Financial 

Assurance for those FTRs shall be zero. After subsequent FTR Auctions, the Unsettled 

FTR Financial Assurance for each FTR awarded in a previous FTR Auction shall be 

adjusted to reflect any change in the clearing price for that FTR based on non-zero 

volume. The adjustment will be equal to the change in the clearing price multiplied by the 

number of MW of the previously awarded FTR, with increases in the clearing price 

reducing the Unsettled FTR Financial Assurance amount and decreases in the clearing 

price increasing the Unsetteled FTR Financial Assurance amount. For purposes of these 
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calculations, the ISO will consider FTRs having  the same or opposite path, same contract 

month, and same type (on-peak or off-peak) together. A Designated FTR Participant’s 

Unsettled FTR Financial Assurance may be a charge or a credit, and in the case of a 

credit, may offset the Designated FTR Participant’s other FTR Financial Assurance 

Requirements (but not to less than zero). A Designated FTR Participant’s Unsettled FTR 

Financial Assurance will be adjusted as the awarded FTRs are settled.The amount of a 

Designated FTR Participant’s FTR Award Financial Assurance shall be the total dollar 

amount of any FTRs awarded to that Designated FTR Participant in any FTR Auctions.  

Once an FTR is awarded, the FTR Bid Financial Assurance that relates to the bid for that 

FTR will be converted to the FTR Award Financial Assurance related to such awarded 

FTR.  The required amount of the FTR Award Financial Assurance will be based on the 

amount of the awarded FTR, not the FTR Bid Financial Assurance, and will decrease 

proportionately as the amount due with respect to such awarded FTR decreases in a 

manner approved by the NEPOOL Budget and Finance Subcommittee from time to time.  

Unpaid credits due to a Designated FTR Participant for short-term FTR awards, and 

unpaid credits due to a Designated FTR Participant for long-term FTR awards for the 

current month only, may offset other FTR obligations for purposes of calculating that 

Designated FTR Participant’s FTR Award Financial Assurance.  In the event that, as a 

result of those offsets, a Designated FTR Participant’s FTR Award Financial Assurance 

is less than $0, those offsets may be used to reduce that Designated FTR Participant’s 

FTR Financial Assurance Requirements or remaining Financial Assurance Requirement. 

CD.  Settlement Financial Assurance 

A Designated FTR Participant that has been awarded a bid in an FTR Auction is required 

to provide “Settlement Financial Assurance.” The amount of a Designated FTR 

Participant’s Settlement Financial Assurance shall be equal to the amount of any settled 

but uninvoiced Charges incurred by such Designated FTR Participant for FTR 

transactions less the settled but uninvoiced amounts due to such Market Participant for 

FTR transactions. These amounts shall include the costs of acquiring FTRs as well as 

payments and charges associated with FTR settlement. 

DE.  Consequences of Failure to Satisfy FTR Financial Assurance Requirements 

If a Designated FTR Participant does not have additional financial assurance equal to its 

FTR Financial Assurance Requirements (in addition to its other financial assurance 
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