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Market Rule Amendment Proposal

PART 1 - MARKET RULE INFORMATION

Identification No.: MR-00320-R00

Subject: Participation

Title: Designated Program Market Participant - Definitions

Nature of Proposal: X] Alteration [ ] Deletion [ ] Addition
Chapter: 11 Appendix:

Sections:

Sub-sections proposed for amending:

PART 2 — PROPOSAL HISTORY

Version Reason for Issuing Version Date
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2.0 Published for Stakeholder Review and Comment 2 May 06

Approved Amendment Publication Date:
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PART 3 — EXPLANATION FOR PROPOSED AMENDMENT

Provide a brief description of the following:

e The reason for the proposed amendment and the impact on the IESO-administered markets if the
amendment is not made.

e Alternative solutions considered.

e The proposed amendment, how the amendment addresses the above reason and impact of the
proposed amendment on the IESO-administered markets.

Summary

These amendments propose to introduce a market rules framework for participation in “designated

programs”. The proposed framework would include introducing and defining a new class of market
participant, a ‘designated program market participant” who would be a person who is authorized to

participate in designated programs.

These amendments will facilitate market entry and participation in designated programs such as
Emergency Load Reduction Program (ELRP) and therefore increase the effectiveness of programs
such as ELRP. These amendments would also accommodate any future programs that are governed by
the market rules.

This framework is comparable to what already exists for financial market participants.

This amendment also proposes to change all applicable references to “IMO” remaining in chapter 11
and 2 to “IESO” in keeping with the name change under Bill 100.

Background

The IESO Board approved the Emergency Load Reduction Program (ELRP) design in February 2006
and governing market rules (MR-00311) in April 2006. ELRP is scheduled to be implemented in mid-
June 2006.

The existing market rule definitions of market participant classes, with one exception, specify activities
that are included in section 57 of OEB Act and as a result require the market participant to have an
OERB licence. For example:

e “wholesale consumer” means a person who purchases electricity or ancillary services in the IESO-
administered markets or directly from another person;

o “wholesale customer” means a market participant who takes supply from the IESO-controlled grid
for its own consumption or for sale;

o “retailer” means a person who retails electricity;

o “retail”, with respect to electricity, means () to sell or offer to sell electricity to a consumer; (b) to
act as agent or broker for a retailer with respect to the sale or offering for sale of electricity; or (c)
to act or offer to act as an agent or broker for a consumer with respect to the sale or offering for
sale of electricity;

The one market participant class for which an OEB licence is not required is “financial market
participant”; i.e. those persons participating solely in the TR market or energy forward market.

It is expected that a persons may wish to participate solely in ELRP: e.g. a person that aggregates retail

Page 2 of 18 Public IMO-FORM-1087 v.11.0
REV-05-09



MR-00320-R00

PART 3 — EXPLANATION FOR PROPOSED AMENDMENT

load solely for the purpose of providing emergency load reductions. This type of activity also does not
fit any of the activities that define the existing market participant classes.

Persons that are not currently market participants and that have expressed an interest in participating in
ELRP have identified that having to apply for and maintain an OEB licence to be a market participant
is a significant barrier to entry. The main issues identified are the time and costs required to apply for,
obtain and re-new the OEB licence. The OEB has recently determined that entities participating solely
in ELRP would not require an OEB licence.

All of the above factors result in the need for market rule changes that recognize participation in
programs such as ELRP. These changes would facilitate entry and participation in ELRP and ultimately
the effectiveness of ELRP.

While the IESO has no plans to develop other programs such as ELRP, market rule changes to facilitate
ELRP entry and participation should anticipate and accommodate, to the extent practical, any such
future program.

Discussion

It is proposed to establish a framework in the market rules for participation in designated programs,
such as ELRP, similar to that already existing for participation in financial markets. This framework
includes:

e A new market participant class: “designated program market participant”;

e A definition of designated program market participant as a person who is authorized to participate
in programs governed by the market rules. For certainty, this definition proposes to identify the
Emergency Load Reduction Program as a designated program.

A person wishing to participate in the IESO-administered markets solely through activity in ELRP
would apply to be authorized as a “designated program market participant”. The proposed definition of
designated program market participant does not prohibit other classes of market participants from
participating in ELRP or any other designated programs. This means that, for example, a market
participant authorized under the retailer class would be able to participate in other market activities
such as ELRP.

It should be noted that this amendment is not intended to apply to embedded generators and loads that
are currently not market participants but that are required to meet some technical requirements under
chapters 4 and 5 of the market rules, unless these generators/loads decide to participate in ELRP or
another designated program.

By introducing this generic designated program and participation framework, any additional designated
programs that are introduced could be accommodated.

PART 4 — PROPOSED AMENDMENT

designated program market participant means a person that is authorized to
participate in one or more programs that are governed by the market
rules, such as the Emergency Load Reduction Program:
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PART 5 - I1ESO BOARD DECISION RATIONALE

Insert Text Here
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Market Rule Amendment Proposal

PART 1 - MARKET RULE INFORMATION
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Subject: Participation

Title: Designated Program Market Participant — Chapter 2 Consequential Amendments
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Chapter: 2 Appendix:

Sections:

Sub-sections proposed for amending:

Various
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PART 3 — EXPLANATION FOR PROPOSED AMENDMENT

Provide a brief description of the following:

e The reason for the proposed amendment and the impact on the IESO-administered markets if the
amendment is not made.

e Alternative solutions considered.

e The proposed amendment, how the amendment addresses the above reason and impact of the
proposed amendment on the IESO-administered markets.

Summary

This amendment proposes consequential changes to references in chapter 2 of the market rules to
reflect the proposed new class of market participants: “designated program market participant”.

This amendment also proposes to delete the following market rules that are no longer in effect, and
applicable cross references: section 1.2.2.5 which refers to operational dry-run activities; sections
3.1.5A through 3.1.5C which prescribe the post-market commencement stability period; section 3A
prescribing Transitional Market Rules.

Background
Please refer to MR-00320-R00.
Discussion

This amendment proposes to include the “designated program market participant” class in the list of
market participant classes in section 2 so that there is a complete listing of market participant classes.

This amendment proposes to delete sections 1.2.2.5 and 1.2.2A, and corresponding cross-references.
These sections no longer are in effect as they refer to operational dry-run activities which were
completed prior to market commencement.

This amendment proposes to delete provisions regarding the post-market commencement stability
period (sections 3.1.5A through 3.1.5C) along with corresponding cross-references. This stability
period ended shortly after market commencement and so these rules are no longer required.

This amendment also proposes to delete section 3A Transitional Market rules. These market rules were
developed to expedite participant authorization and facility registration for market commencement.
These market rules expired eight months after market commencement and should be removed from the
market rules.

PART 4 — PROPOSED AMENDMENT

1.2 Participation

1.2.0 A person who has been issued a licence by the OEB pursuant to Part V of the
Ontario Energy Board Act, 1998, is subject to all market rules relating to the
activities authorized by such licence and all other applicable market rules.
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121 No person shall participate in the FMOIESO-administered markets or cause or
permit electricity to be conveyed into, through or out of the IMOIESO-controlled
grid unless that person has been authorized by the MOIESO to do so pursuant to
this Chapter, provided however that this section 1.2.1 shall not apply to require
any authorization in respect of physical loop flows inadvertently arising as a result
of transactions between entities located outside the HMOIESO control area.

1.2.2 No person shall be authorized by the HMOIESO to participate in the FOIESO-
administered markets or to cause or permit electricity to be conveyed into,
through or out of the MOIESO-controlled grid unless the HMOIESQ is satisfied:

1.2.2.1  on the basis of the certification, tests, and inspections referred to in
section 6.2, that the person satisfies the technical requirements referred
to in that section applicable to all market participants;

1.2.2.2  that the person, if it applies to participate in the real-time markets, will
satisfy the prudential support requirements of Appendix 2.3 and any
other financial requirements set forth in the market rules applicable to
all market participants and the MOIESO-administered market in |
which the person wishes to participate;

1.2.2.3 that the person agrees to be bound by these market rules by executing
the participation agreement;

1.2.2.4 that the person holds a licence permitting the person to engage in one
or more of the activities described in section 57 of the Ontario Energy
Board Act, 1998, unless:

a. the person is exempt by regulation enacted pursuant to the Ontario
Energy Board Act, 1998 from the obligation to hold such a licence;
or

b. the person is not engaging in an activity for which the person
requires a licence pursuant to section 57 of the Ontario Energy
Board Act, 1998; and

1225  thatthe person-ifitapphesto-participate-inan-HMO-administered
ppedenbobos e e TR peeree oo o copenf oo e o0

n-section4-5-0F Chapter-Land[Intentionally left blank — section
deleted]

1.2.2.6  on the basis of the documentation referred to in section 3.1.2.2, that the
person, if it applies for authorization as a market participant other than
solely as a financial market participant:

a. s registered for the federal Goods and Services Tax under Part X
of the Excise Tax Act (Canada); or
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b. s resident in Canada and is, by virtue of applicable law, not liable
to pay the federal Goods and Services Tax imposed under Part 1X
of the Excise Tax Act (Canada).

1.2.3 A person who has been authorized by the MOIESO to participate in the
HMOIESO-administered markets or to cause or permit electricity to be conveyed
into, through or out of the HMOIESO-controlled grid may participate in the market
or trading activities to which the authorization to participate relates.

2. Classes of Market Participants

2.1.1 The following classes of persons may apply for authorization to participate in the
HMOIESO-administered markets or to cause or permit electricity to be conveyed
into, through or out of the HMOIESO-controlled grid:

2.1.1.1 generators;

2.1.1.2  distributors;

2.1.1.3  wholesale sellers;
2.1.1.4  wholesale consumers;
2.1.1.5 retailers;

2.1.1.6 transmitters;-and

2.1.1.7  financial market participants; and

2.1.1.8 designated program market participants.

3. Application for Authorization

3.1.1 A person who wishes to be authorized by the MOIESO to participate in the
HMOIESO-administered markets or to cause or permit electricity to be conveyed
into, through or out of the MOIESO-controlled grid must file a completed
application for authorization to participate.

3.1.2 The application for authorization to participate shall be accompanied by:
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3.1.2.1 the non-refundable application fee established from time to time by the
HMOIESO to defray the costs of processing the application; and

3.1.2.2  unless the application for authorization to participate is submitted in
respect of an applicant that is applying for authorization to participate
in the MOIESO-administered markets solely as a financial market
participant, either:

a. the federal Goods and Services Tax registration number issued to
the applicant by the Canada Customs and Revenue Agency; or

b. where the applicant is resident in Canada and is, by virtue of
applicable law, not liable to pay the federal Goods and Services
Tax imposed under Part 1X of the Excise Tax Act (Canada), such
documentation as may be prescribed in the Excise Tax Act
(Canada) or described in the policies of the Canada Customs and
Revenue Agency to support the exemption from such liability to

pay.

3.1.3 The FMOIESO shall, within ten business days of receiving an application for |
authorization to participate or within such longer period of time as may be agreed
between the HMOIESO and the applicant, advise the applicant of any further |
information or clarification which is required in support of its application if, in the
HMOIESQ’s opinion, the application is: |

3.1.3.1 incomplete; or

3.1.3.2  contains information with respect to which the HtMOIESO requires |
clarification.

3.14 If the further information or clarification which is requested by the MOIESO }
pursuant to section 3.1.3 is not provided to the MOIESO’s satisfaction within
fifteen business days of the request or within such longer period of time as may be
agreed between the #MOIESO and the applicant, the applicant will be deemed to |
have withdrawn the application for authorization to participate.

3.15 Subjeetto-seetion-3-1-5AtThe HMOIESO shall, within twenty business days of |
receipt of the application or of the further information or clarification requested

under section 3.1.3, whichever is the later, or within such longer period of time as
may be agreed between the HtMOIESO and the applicant, by order authorize the
applicant to participate in the HMOIESO-administered markets or to cause or
permit electricity to be conveyed into, through or out of the IMOIESO-controlled
grid, on such terms and conditions as the MOIESO considers appropriate, if:

3.1.5.1 the IMOIESO is satisfied that the applicant meets the requirements set
out in section 1.2.2; and

3.1.5.2 the applicant has filed with the MOIESO an executed participant
agreement, in such form as shall be established by the MOIESO,
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pursuant to which the applicant agrees to be bound by and comply
with the market rules, provides the certification referred to in section
6.2.1 and certifies that it has adequate qualified employees or other
personnel and organizational and other arrangements that are sufficient
to enable the applicant to perform all of the functions and obligations
applicable to market participants, the class of market participant of

| which the applicant forms part and the HMOIESO-administered market
in which the applicant wishes to participate.

stalerwiseHedr[Intentlonallv Ieft blank sectlon deleted]
3.1.5B [Intentlonally left blank sectlon deIeted]An—e#ﬁeepef—QMMQ-appeH%ed-W—the

3.1.5B.1 [Intentionally left blank — section deleted]eemmences-no-earlierthan

3.1.5B.2 [Intentlonallv Ieft blank — section deleted]endsrneﬂla{er—thamhﬂast

3.1.5C [Intentionally left blank — section deleted]Fhe- HO-shaH-publish:

3.1.5C.1 [Intentionally left blank — section deleted]the-commencement-date-of

th i i i T 0 i
ltlls .EEEH;IIIP FEI'.EElIEIE”ElEl o4 section-3-1 él £ 1; IIE||EtEEI than-five

3.1.5C.2 [Intentionally left blank — section deleted]the-end-date-of-the-stability
iod ref : on 3.1 5B, I han five busi I
prior-to-such-end-date:

3.1.6 Subject to section 4.1.1, if the IMOIESO is not satisfied that an applicant meets
the requirements set out in section 1.2.2 the MOIESO shall, within twenty
business days of receipt of the application or of the further information or
clarification requested under section 3.1.3, whichever is the later, or within such
longer period of time as may be agreed between the HMOIESO and the applicant,
by order deny the applicant authorization to participate in the FOIESO-
administered markets or to cause or permit electricity to be conveyed into,
through or out of the HtMOIESO-controlled grid.
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3.1.7 A person who wishes to dispute an order of the HMOIESO made pursuant to |
section 3.1.5, 3.1.6, or 4.1.1 shall follow the dispute resolution procedures set
forth in section 2 of Chapter 3.

3.1.8 An applicant or market participant shall forthwith advise the MOIESO of any |
circumstances which result or are likely to result in a change in the information
provided in the application for authorization to participate or in any updates
thereto.

3.1.9 [Reserved for powers of HMOIESO upon learning of a change in circumstances.]
3.1.10 The HMOIESO shall establish, maintain, update and publish:

3.1.10.1 alist of all market participants and a list of all applications for
authorization to participate filed with the HtMOIESO;

3.1.10.2 alist of all market participants that will cease to be market
participants and the time that each listed market participant will cease
to be a market participant;

3.1.10.3 alist of all market participants that are the subject of a suspension
order or a termination order and the time at which the rights of each
listed market participant was suspended or terminated; and

3.1.10.4 alist of all market participants that are the subject of an order referred
to in section 6.5.1, and the time at which such order became effective
in respect of each listed market participant.

3A. Fransiional-Market
Rules|[Intentionally left blank —
section deleted]
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4. Conditional Authorization

4.1 Conditional Authorization Order

4.1.1 Within twenty business days of receipt of an application for authorization to
participate or of the further information or clarification requested under section
3.1.3, whichever is the later, or within such longer period of time as may be
agreed between the FMOIESO and the applicant, the FMOIESO may, if it is |
satisfied that the applicant meets the requirements set out in section 1.2.2.2, by
order authorize the applicant to participate in the MOIESO-administered markets |
or to cause or permit electricity to be conveyed into, through or out of the
HMOIESO-controlled grid, on such terms and conditions as the MOIESO |
considers appropriate, conditional upon:

4.1.1.1 satisfaction of the requirements set out in section 1.2.2.1, section
1.2.2.4 or both, as the case may be; and

4.1.1.1A satisfaction of the requirement set out in section 1.2.2.5;
and[Intentionally left blank — section deleted]

4.1.1.2 the filing by the applicant of an executed participation agreement, in
such form as shall be established by the FMOIESO, pursuant to which |
the applicant agrees to be bound by and comply with the market rules,
provides the certification referred to in section 6.2.1 and certifies that
it has adequate qualified employees or other personnel and
organizational and other arrangements that are sufficient to enable the
applicant to perform all of the functions and obligations applicable to
market participants, the class of market participant of which the
applicant forms part and the FMOIESO-administered market in which |
the applicant wishes to participate.

41.2 [Intentionally left blank — section deleted]Seetion4-1-1-1A-shall-cease-to-have
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4.2 Effect and Term of Order
4.2.1 An order issued pursuant to section 4.1.1 that is conditional solely on the
satisfaction of the requirements set out in section 1.2.2.1, section 1.2.2.4, or both,
shall:
4.2.1.1 stipulate the date by which the applicant must satisfy the requirements
of section 1.2.2.1, section 1.2.2.4 or both, as the case may be;
4.2.1.2  not have effect until such time as the IMOIESO notifies the applicant
that:
a. the applicant has met the requirements of section 1.2.2.1, section
1.2.2.4 or both, as the case may be; and
| b. the HMOIESO has received from the applicant the executed
participation agreement referred to in section 4.1.1.2; and
4.2.1.3 lapse on the date referred to in section 4.2.1.1 if the applicant has not,
| prior to that date, received from the HMOIESQO the notification referred
to in section 4.2.1.2.
4.2.2 An order issued pursuant to section 4.1.1 shall:
| 4.2.21  where the MOIESO provides the notification referred to in section
4.2.1.2, be deemed to constitute the order authorizing the applicant to
participate in the IMOIESO-administered markets or to cause or
permit electricity to be conveyed into, through or out of the MOIESO-
controlled grid, on the terms and conditions noted in the order issued
pursuant to section 4.1.1, as of the date of receipt by the applicant of
such notification; or
4.2.2.2  where such order lapses in accordance with section 4.2.1.3, be deemed
to constitute an order denying the applicant authorization to participate
in the MOIESO-administered markets or to cause or permit electricity
to be conveyed into, through or out of the MOIESO-controlled grid as
of the date referred to in section 4.2.1.3.
4.2.3 [Intentionally left blank — section deleted]An-erderissued-pursuantto-section
4.2.3.1 [Intentionally left blank — section deleted]is-conditional-selehy-on-the
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4.2.3.2 [Intentionally left blank — section deleted]is-conditional-on-the
cfact] ” - F o] ] Lof

4.2.3.3 [Intentionally left blank — section deleted]is-conditional-selehy-on-the

4.2.3.4 [Intentionally left blank — section deleted]is-conditional-on-the

424 An order issued pursuant to section 4.1.1 shall be deemed to constitute the order
authorizing the applicant to participate in the MOIESO-administered markets or
to cause or permit electricity to be conveyed into, through or out of the HMOIESO-
controlled grid, on the terms and conditions noted in the order issued pursuant to
section 4.1.1, as of the date referred to in section 4.2.3.1, 4.2.3.2, 4.2.3.3 or
4.2.3.4, as may be applicable.

PART 5 - IESO BOARD DECISION RATIONALE

Insert Text Here
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