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Part 1 Rider

Exemption Applicant

As an embedded generator, Countryside London Cogeneration Corp. (“CLCC”) has the option of
becoming a market participant under the IESO Market Rules (the “Market Rules”). At this point
in time, CLCC does not anticipate becoming a market participant given its limited participation
in the [ESO-administered markets, However on October 16, 2006 CLCC entered into a contract
with the Ontario Power Authority (the “OPA”) for Combined Heat and Power. The terms of this
contract with the OPA require that CLCC adhere to the Market Rules. As a result of the contract
provision requiring adherence to the Market Rules, CLCC secks the exemptions from the Market
Rules as outlined in this application.



Part 4 Rider — Submissions in Support of Exemption Application

Description of the Project

The CLCC Cogeneration facility (the “Generation Facility”) 1s an embedded generation project
which will connect to London Hydro’s distribution system. The gas unit GT1 will generate
power of 15,7 MW at 13.8 kV and its generator step up transtormer GSU-1 will interconnect
with London Hydro’s M33 feeder at 27.6kV at Bathurst and Colborne Street. The three 4.16 kV
induction generators will interconnect with the GT1 13.8kV terminal bus submission through a
single dedicated 4.16/13.8kV GSU-2 transformer.

The Generation Facility consists of one natural gas fuelled synchronous generator and three
small induction generators. The generating capabilities of the generating units are as follows:

GT1 synchronous generator 15.7 MW
STGI induction generator 1.43 MW
STG2 induction generator 0.57 MW
STG3 induction generator 1.3 MW

In 2006, CLCC entered mto a Combined Heat and Power Contract with the Ontario Power
Authority. It1s pursuant to the terms of that contract that CLCC will operate.

Relevant Market Rules

In reviewing the requirements for the Generation Facility under the 1ESO Market Rules, CLCC
has determined that 1t will require certain exemptions as set out below.

Market Rule Chapter 4, Section 3.1.3 requires that generation facilities of a prescribed size have
certain reactive power capabilities. The Market Rules state as follows;

Each embedded generator whose embedded generation facility includes a generation unit rated at
10 MVA or higher or whose embedded generation facility is comprised of generation units
whose net output is greater than 50 MVA shall ensure that its equipment meets all applicable
performance standards in Appendix 4.2. Appendix 4.2 contains certain requirements with
respect to reactive power capabilities. CLCC seeks exemption from References 1 and 5 of the
Reactive Power Capabilities [tem Listing.

Specifically Reference | of Appendix 4.2 requires the following;
1. A synchronous generation unit shall have the capability to supply at its terminal reactive

power within the range of 90% lagging (overexcited) to 95% leading (underexcited)
power factor based on rated active power at rated voltage. Rated active power shall be



the lesser of registered maximum continuous real power and 90% of the unit nameplate
MVA,

With respect to Reference 1, the synchronous generation unit does not have the capability of
meeting the leading requirement based on the rated active power at the rated voltage.

With respect to Reference 5, CLCC also requires an exemption from the current requirement as
set out in the Market Rules.

5. An induction generation facility that is injecting electricity at a nominal voltage equal to
ot less than 50 kV, shall have, as a minimum, the capability to reduce its reactive power
flow to zero, as measured at the facility s connection point.

The /ESO may impose additional reactive power capability requirements, up to the
capabilities required of a synchronous generation unit of the same apparent power, if the
[ESO identifies during the connection assessment for the facility that the additional
capability is required to maintain refiable operation of the [ESO-controlled grid.

Rationale for the Exemption

The Generation Facility will be embedded within the London Hydro distribution system. As a
result of the Generation Facility being an embedded facility, coupled with the small amount of
energy the Generation Facility will inject into the IESO-controlled grid, CLCC takes the position
that modifications to existing generation equipment fo meet prescribed reactive power
requirements should be waived. To make the required alterations to the existing gencration
cquipment would require significant cost to CLOC with limited benefit to the IESO-controlled
grid given the margin by which the Generation Facility falls short of the requirements and the
fact that the Generation Facility will not inject substantial output into the IESO-controlled grid.

CLCC 1s asking the IESO to consider a permanent exemption (i.e. for the lifetime of the
generation equipment) for the Generation Facility and therefore does not plan to modify the
Generation Facility in order to alter the amount of reactive power available.

As described above, CLCC is building the generation facility pursuant to a CHP contract with
the OPA. Therefore CLCC has participated in a competitive process. The issue of non-
discriminatory access 18 not a factor in this exemption application.

CLCC does not expect that the granting of the exemption would impose any costs on other
market participants or the 1ESO as CLCC does not expect that any specific technical work-
arounds would have to be undertaken by other market participants as a result of the exemption
being granted. In fact the Market Rules contemplate that reactive power deficiencies can be
addressed across the system. For example, Market Rule Chapter 4, section 3.2.3 provides that a
generator may substitute the provision of reactive power by obtaining reactive power from other
generating units or market participants. In such a case, the IESO is able to determine whether
these other generating units or market participants are sufficiently close in electrical proximity to
the non-compliant generating unit to provide the comparable or equivalent reactive power.
Given that a work-around is specifically contemplated within the Market Rules, CLCC takes the
position that granting an exemption would not amount to undue preference for CLCC.



CLCC has submitted a System Impact Assessment to the IESO, a Customer Impact Assessment
to Hydro One and an application for connection to London Hydro. The IESO is currently
undertaking studies based on the reports from Hydro One and Londen Hydro in order to assess
the impact of the embedded Generation Facility. As a result of these reports and by conducting
its own studies, the IESO will be able to determine the effect of the Generation Facility on the
IESO controlled grid and will be able to confirm that the Generation Facility as it is proposed to
operate, will not pose any reliability risk to the IESO-controlled grid.



