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PART 3 —EXPLANATION FOR PROPOSED AMENDMENT

Provide a brief description of the following:

The reason for the proposed amendment and the impact on the IMO-administered marketsif the
amendment is not made

Alternative solutions considered

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

Summary

It is proposed to amend the market rules to incorporate authorization requirements for participation in
the day ahead markets. The proposed rule amendments include:

Expanding the scope of the authorization provisions to include the day ahead markets;

Specifying that a person cannot be authorized for physical transactions in the day ahead market
unless they are also authorized by the IMO to participate in the real-time markets;

Specifying that a person conducting virtual transactionsin the day ahead markets would be
classified as afinancial market participant.

It is aso proposed to remove market rule provisions related to participant authorization that were
originally drafted to facilitate market commencement and no longer have relevance or application to
the market participant authorization process. There are also a number of consequential amendments
arising from the deletions of these defunct provisions.

Background

In consultation with market participants and other stakeholders, the IMO has devel oped a high-level
design of aday ahead market' (DAM). The IMO Board has endorsed proceeding with the devel opment
of aday ahead market and has directed the IMO to proceed with the detailed design and market rule
amendments for the DAM consistent with the high-level design. One area of market rule amendments
needed isto incorporate the market participant authorization requirements for the day ahead market.

A person needs to be authorized by the IMO in order to participate in the IMO-administered markets.
The purposes of the authorization process are to:

Allow the market participant to identify the marketsin which it wishes to participate; and

Require the market participant to demonstrate that it satisfies the necessary authorization
requirements including licencing and prudential support.

These requirements are applicable for participating in the day ahead markets as they are for
participating in the real-time markets.

The IMO has developed a detailed design of the day ahead market participant authorization
requirements and processes”.

! High level design document reference and web location.
2 Authorization and Participation design document reference and web location.
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PART 3 —EXPLANATION FOR PROPOSED AMENDMENT

Discussion

Persons wishing to participate in the day ahead market will need to be authorized to do so to ensure that
they meet the necessary requirements to undertake that participation. These authorization requirements
are the same as exist today for participation in the real-time markets, namely, the person must:

Meet applicable licencing, legal, technical and prudential support requirements
Execute the participation agreement thereby agreeing to be bound by the market rules.

The following amendments to the existing market rules regarding participant authorization are
proposed to incorporate day ahead market participation:

1. Expand the scope of the market rules defining the participant authorization requirements to include
the day ahead market.

The existing section 1.2.2.2 of Chapter 2 states that a person must meet certain prudential
requirementsin order to be authorized to participate in the real -time market. Those same prudential
reguirements must be met by aperson in order to be authorized to participate in the day ahead
markets and potentially for any future IMO-administered markets. Section 1.2.2.2 should be
amended to specify meeting the applicable prudential requirements for the IMO-administered
market activities that are the subject of the person’s application (refer to ROO below).

The remaining market rules defining the participant authorization requirements refer to the IMO-
administered markets, and so aready have application to the day-ahead market.

2. Obligate a person to be aso authorized in the rea -time market when they are authorized to
participate in day ahead market physical transactions. The person could be authorized in the real -
time market before applying to be authorized in the day ahead market (i.e. existing market
participants) or could be authorized in both markets at the same time (i.e. new market participants).

Physical transaction schedulesin the day ahead market (i.e. buying or selling energy, selling
operating reserve) carry the financial commitment of the transaction being realized in real-time.
For that reason, a person conducting physical transactions in the day ahead market must be able to,
in real-time, deliver, consume or buy-out its day ahead market commitment. Such actions can only
be achieved if the person is a so authorized to participate in the real-time market.

It is proposed to include this obligation in a new section 1.2.2.7. (refer to ROO below)

3. Classify a person who participates in the day ahead market by way of virtual transactionsisa
financial market participant.

Section 2.1.1 of Chapter 2 of the market lists the classes of market participants. The financial
market participant classisthe appropriate class for a person who participates in the day ahead
market by way of virtual transactions. A virtual transaction does not represent a purchase or sale of
physical electricity.

The definition of financial market participant should be amended to replace the reference to
persons transacting in the day ahead energy forward market to persons who participates in the day
ahead market by way of virtual transactions (refer to ROXx).

4. Delete those sections of Chapter 2 related to participant authorization that are no longer in effect.
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PART 3 —EXPLANATION FOR PROPOSED AMENDMENT

Section 1.2.2.5 requires a person to participate in operational dry run activitiesin order to be
authorized. Section 1.2.2A statesthat section 1.2.2.5 shall cease to have effect once operationa dry
run activities have been completed. These sections are no longer in effect or relevant as operational
dry run activities were completed prior to market commencement. These sections should be deleted
(refer to ROO).

Sections 3A, “Transitional Market Rules’ were originally drafted and approved to facilitate
participant authorization prior to the market commencement date. Section 3A ceased to have effect
on the market commencement date and should be deleted (refer to RO1).

With the proposed deletion of section 1.2.2.5, there are references to this section within section 4 of
Chapter 2 that also should be deleted (refer to R02).

PART 4 — PROPOSED AMENDMENT

1.2 Participation

1.2.0 A person who has been issued alicence by the OEB pursuant to Part V of the

Ontario Energy Board Act, 1998, is subject to al market rulesrelating to the
activities authorized by such licence.

121 No person shall participate in the IMO-administered markets or cause or permit

electricity to be conveyed into, through or out of the IMO-controlled grid unless
that person has been authorized by the IMO 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 aresult of
transactions between entities |ocated outside the IMO control area.

1.2.2 No person shall be authorized by the IMO to participate in the IMO-administered

markets or to cause or permit electricity to be conveyed into, through or out of the
IMO-controlled grid unless the IMO is satisfied:

1221  onthebasisof 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 appliesto participate in the IMO-administered
mar ketsreal-thne-markets, will satisfy the prudential support
requirements specified in section 5 and ef-Appendix 2.3 that are
applicable to the IMO-administered market activities that are the
subject of the person’s application, and any other financial
requirements set forth in the market rules applicable to all market
participants and the IMO-administered market in which the person
wishes to participate;
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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 alicence 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 personisexempt by regulation enacted pursuant to the Ontario
Energy Board Act, 1998 from the obligation to hold such alicence;
or

b. the person isnot engaging in an activity for which the person
requires alicence pursuant to section 57 of the Ontario Energy
Board Act, 1998;

1225 [Intentlonallvleftblank sectlondeleted]thatJeheperen—cﬁ%appH&s

1.2.26  onthebasisof 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 afinancial market participant:

a. isregistered for the federa Goods and Services Tax under Part IX
of the Excise Tax Act (Canada); or

b. isresidentin Canadaand 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) and

1.2.2.7 that the person, if it applies to participate by means of physical
transactions in the day ahead market, is or will also be authorized to
participate in the real-time markets.

1.2.2A [Intentl ondly Ieft blank sectlon del eted]Seetlen—l—2—2—'E,shaH—eease$eha¢e

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

PART 5—-IMO BOARD COMMENTS

Insert Text Here
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Independent
Electricity
Market Operator

Market Rule Amendment Proposal

PART 1 —MARKET RULE INFORMATION

Identification No.: M R-00272-R01

Subject: Day ahead Market — Participant Authorization

Title: Remove Transitional Market Rules No Longer in Effect

Nature of Proposal: [ ] Alteration X Deletion [ ] Addition
Chapter: 2 Appendix:

Sections: | 3A

Sub-sections proposed for amending:

PART 2 — PROPOSAL HISTORY — PLEASE REFER TO MR-00272-R00

Version Reason for Issuing Version Date

Approved Amendment Publication Date:

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

Provide a brief description of the following:

The reason for the proposed amendment and the impact on the IMO-administered marketsif the
amendment is not made

Alternative solutions considered

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

Please refer to MR-00272-R00 for Summary, Background and Discussion

This amendment proposes to delete section 3A of Chapter 2 of the market rules as these sections are no
longer in effect.

PART 4 — PROPOSED AMENDMENT

3A. [Intentionally left blank — section
deleted]Fransitonal Market Rules
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PART 5—IMO BOARD COMMENTS

Insert Text Here
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Independent
Electricity
Market Operator

Market Rule Amendment Proposal

PART 1 —MARKET RULE INFORMATION

Identification No.: M R-00272-R03

Subject: Day ahead Market — Participant Authorization

Title: Consequential Amendments to Conditional Authorization

Nature of Proposal: [ ] Alteration X Deletion [ ] Addition
Chapter: 2 Appendix:

Sections: | 4

Sub-sections proposed for amending: 41.1;4.23

PART 2 — PROPOSAL HISTORY — PLEASE REFER TO MR-00272-R00

Version Reason for Issuing Version Date

Approved Amendment Publication Date:

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

Provide a brief description of the following:

The reason for the proposed amendment and the impact on the IMO-administered marketsif the
amendment is not made

Alternative solutions considered

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

Please refer to MR-00272-R00 for Summary, Background and Discussion
With the proposed deletion of section 1.2.2.5 (refer to MR-00272-R00) references to this deleted

section should also be deleted as they no longer have any application. These references to section
1.2.2.5 are within section 4 of Chapter2 “Conditional Authorization”.

PART 4 — PROPOSED AMENDMENT

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 isthe later, or within such longer period of time as may be
agreed between the IMO and the applicant, the IMO 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 IMO-administered markets or to cause or permit
electricity to be conveyed into, through or out of the IMO-controlled grid, on such
terms and conditions as the IMO considers appropriate, conditional upon:

4111  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 del eted]

4.1.1.2 thefiling by the applicant of an executed participation agreement, in
such form as shall be established by the IMO, 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
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applicant to perform all of the functions and obligations applicable to
mar ket participants, the class of market participant of which the
applicant forms part and the IMO-administered market in which the
applicant wishes to participate.

4.1.2

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:

4211  dipulate 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 IMO 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 IMO has received from the applicant the executed participation
agreement referred to in section 4.1.1.2; and

4.2.1.3 lapseon the date referred to in section 4.2.1.1 if the applicant has nat,
prior to that date, received from the IMO the notification referred to in
section 4.2.1.2.

4.2.2 An order issued pursuant to section 4.1.1 shall:

4221  wherethe MO provides the notification referred to in section 4.2.1.2,
be deemed to constitute the order authorizing the applicant to
participate in the IMO-administered markets or to cause or permit
electricity to be conveyed into, through or out of the IMO-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  wheresuch order lapsesin accordance with section 4.2.1.3, be deemed
to constitute an order denying the applicant authorization to participate
in the IMO-administered markets or to cause or permit electricity to be
conveyed into, through or out of the IMO-controlled grid as of the date
referred to in section 4.2.1.3.
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4.2.3 An-orderissued-pursduant-to-section-4-1-1-that:[ Intentional ly left blank —section
deleted]

4.2.3.1 [Intentlonallvleftblank sectlondeletedhseendl%mnal—setelyeniehe

4232 [Intentlonallvleftblank sectlonddeted]Beendlierenal—enJehe

4234 [Intentlonallyleftblank sectlondeletedhseendmenal—emhe

424 An order issued pursuant to section 4.1.1 shall be deemed to constitute the order
authorizing the applicant to participate in the IMO-administered markets or to
cause or permit electricity to be conveyed into, through or out of the IMO-
controlled grid, on the terms and conditions noted in the order issued pursuant to
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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—-IMO BOARD COMMENTS

Insert Text Here

IMO-FORM-1087 v.8.0 Public Page 17 of 20
REV-03-11



MR-00272-R02
IMOTP #XX-X

Page 18 of 20 Public IMO-FORM-1087 v.8.0
REV-03-11



MR-00272-R0x
IMOTP 148-2c

Independent
Electricity
Market Operator

Market Rule Amendment Proposal

PART 1 —MARKET RULE INFORMATION

Identification No.: MR-00272-R01

Subject: Day-Ahead Market — Market Participant Authorization

Title: Definition of Financial Market Participant

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

Sections:

Sub-sections proposed for amending:

PART 2 — PROPOSAL HISTORY — PLEASE REFER TO MR-00272-R00

Version Reason for Issuing Version Date

Approved Amendment Publication Date:

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

Provide a brief description of the following:

The reason for the proposed amendment and the impact on the IMO-administered marketsif the
amendment is not made

Alternative solutions considered

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

Please refer to MR-00272-R00 for Summary, Background and Discussion

This amendment proposes to revise the definition of financial market participant by replacing the
reference to persons participating through the day-ahead energy forward market with persons
participating in the day-ahead market by means of virtual transactions.

It is also proposed to remove the restriction that afinancial market participant is one that only
participatesin the “financial” marketsi.e. TRs or virtual transactionsin the DAM. A market participant
may wish to conduct both financial and physical transactions within the IM O-administered markets.
Such a participant should be subject to the market rules and other regulatory requirements applicable to
financial market activities.

PART 4 — PROPOSED AMENDMENT
financial market participant means a person that participates -eaby-in

one or both of the day-ahead-energy-forward-market-or-the day ahead

mar ket by means of virtual transactions or the TR market;

PART 5—IMO BOARD COMMENTS

Insert Text Here
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