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Market Rule Amendment Proposal
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

Provide a brief description of the following:

» The reason for the proposed amendment and the frapabelESO-administered markeifsthe
amendment is not made.

» Alternative solutions considered.

* The proposed amendment, how the amendment addthsesasove reason and impact of the
proposed amendment on t#ESO-administered markets

Summary

The amendment proposes to allow for use of the @gadé market settlement, invoicing and payment
process for the smart metering services provideith®yESO to local distribution companies. The
proposed amendment would allow the IESO to insthetank to debit the IESO-administered

markets settlement clearing account only the ampaiat for the smart metering charge and deposit
those funds in an IESO operating account.

These amendments would simplify the smart meterfragge settlement, invoicing and payment
process by using the current wholesale market peese As the Smart Metering Initiative is not pairt
of the wholesale market, the obligation to pay eesilting actions due to non-payment of this charge
would be included in agreements between the IESCitanLDCs. It is the IESQ’s intention that thig
agreement would authorize the use of wholesale ehaukes and processes regarding settlements and
dispute resolution. This agreement will not mdie [tDCs that are not market participants subject to
the market rules. Rather the LDCs will be agre¢ingse certain existing processes defined by the
market rules where applicable.

The issue of incomplete payments by market pagidppaying the smart metering charge is
addressed in MR-00336-R0O1.

Background

The Smart Metering Initiative (SMI) is the Governmef Ontario’s initiative to create a conservation
culture and a toolset for demand management bassdthe province-wide deployment of smart

meters. The smart meter will record electricitg for each hour and apply time-of-use pricing for
Ontario consumers. This will, in effect, allow tbensumer to manage their electricity use and take
advantage of lower pricing periods.

The IESO entered into an agreement in July 2006 thié Ministry of Energy to support the SMI ang
was recently designated as the Smart Meteringy5{8ME) by regulation under the Electricity Act,
1998! As the SME, the IESO is responsible for the adstiation and operation of the meter data
management / meter data repository (MDM/R), whidhaellect and store information related to the
metering of consumers’ consumption or use of al@ttrin Ontario,. The SME will also provide the
validating, estimating and editing process for thaga so that it can used by the LDCs for billing
purposes. ThElectricity Act, 1998as amended by Bill 21, entitles the SME to recaiough just

! Refer to the Ministry of Energy’s announcemertiti://www.e-
laws.gov.on.ca/html/source/regs/english/2007/elaves regs r07393 e.htm
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

and reasonable rates and the costs approved @EBeassociated with the conduct of the SME'’s
activities. The OEB has not yet established afdee structure for the SME function. This OEB-
established fee would be the smart metering charge.

In June 2007, the OEB issued amendments to thelidison System Code that require LDCs to enter
into an agreement with the SME, in a form apprawethe OEB. The agreement will set out the
respective roles and responsibilities of the LD@ #re SME in relation to metering and the
information required to be exchanged to allow fa tonduct of these respective roles and
responsibilities. The IESO, as the SME, has tated a draft agreement to the LDCs for comment
and will be pursuing OEB approval of the agreemeiie late summer/early fall of 2007.

For further information refer to MR-00336-Q00.
Discussion

It is proposed to add a new section, 6.11.4a, wvichid permit the IESO to instruct the bank to deli
the IESO settlement clearing account the amouiat iIpathe LDCs for the smart metering charge. The
proposed amendment would also permit the IESOdtinlot the bank to deposit these funds into an
IESO operating account.

PART 4—PROPOSEDAMENDMENT

Chapter 9:
Chapter 9:

6.11 Payment of Invoices

6.11.1 Subject to section 6.11.2 and section 1fiCGhapter 2, eacmarket participant
shall pay the full neinvoiceamount by thenarket participant payment date
specified in the&sSPCor, where applicable, determined in accordanck aiity of
sections 6.3.23, 6.3.27 and 6.3.&%ardless of whether or not thmarket
participanthas initiated or continues to have a dispute @spethe net amount
payable.

6.11.2 Amarket participantmay pay at an earlier date than tharket participant
payment datspecified in the&sSPCor, where applicable, determined in
accordance with any of sections 6.3.23, 6.3.27,6aB29 in accordance with the
following:

6.11.2.1 notification must be given to tlEESObefore submitting such
prepayment or before converting an existing ovempayt by the
market participaninto a prepayment;

6.11.2.2 the prepayment notification shall spettigydollar amount prepaid,;
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6.11.2.3 a prepayment shall be made bynleket participaninto thelESO
prepayment accoumtesignated by thEESQ

6.11.2.4 on anynarket participant payment datie IESOmay initiate the
transfer of necessary funds from tB&Os prepayment account the
IESOsettlement clearing accoutd discharge, up to the amount of the
prepayment, thaharket participans outstanding payment obligations
arising in relation to thanarket participant payment datand

6.11.2.5 [Intentionally left blank]
6.11.2.6 [Intentionally left blank]

6.11.2.7 subject to section 5.6.3 of Chapter 2,randithstanding section
4.18.1.2 of Chapter 8, funds held inl&SOprepayment accoumn
behalf amarket participanmay be applied by tH&ESOto any
outstanding financial obligations of thagrket participanto the
IESOfor transactions carried out in tHeESO-administered markets.

6.11.3 With respect to transmission service chatpesESOmay instruct the bank
where thdESOsettlement clearing accouist held to debit thEESOsettlement
clearing accounand transfer to the relevant transmitter’s transiorsservices
settlement account sufficient funds to pay in faé transmission service charges
falling due to that transmitter on atlySOpayment date specified in the SSPC or,
where applicable, determined in accordance witharsgctions 6.3.23, 6.3.27,
and 6.3.29.

6.11.4 With respect to tHESOadministration chargethe[ESOmay instruct the bank
where thdESO settlement clearing accousatheld to debit thEESOsettlement
clearing accounand transfer to the relevaliiSOoperatingaccount sufficient
funds to pay in full theéESOadministration chargdalling due on anyESO
payment datspecified in thesSPCn priority to any other payments to be made
on thatlESO payment dater on subsequent days out of tB&Osettlement
clearing account.

6.11.4a With respect to the smart metering chatge | ESOmay instruct the bank where
the[ESO settlement clearing accoustheld to debit théESO settlement clearing
accountand transfer to the relevaiSOoperating account only those funds that
were received in thEESO settlement clearing accountpayment of the smart
metering chargerhe smart metering charge is the fee approvetid@EB to
recover costs incurred by theSOsolely as a result of tHESOacting as the
Smart Metering Entity and its responsibilities tethto the smart metering
initiative.

6.11.5 ThdESOshall, on thdESOpayment datepecified in thesSPCor, where applicable,
determined in accordance with any of sections 8,3%2.27, and 6.3.28etermine the
amounts available in tHESOsettlement clearing accoufdr distribution tomarket
participants, and shall, if necessary, borrow funds in acaordavith the provisions of
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section 6.14f necessary to enable theSOsettlement clearing accoutt clear no later
than 11:00 am on tHESOpayment date

PART 5—1ESO BoARD DECISION RATIONALE

Insert Text Here
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

Provide a brief description of the following:

» The reason for the proposed amendment and the frapabelESO-administered markeifsthe
amendment is not made.

» Alternative solutions considered.

* The proposed amendment, how the amendment addthsesasove reason and impact of the
proposed amendment on t#ESO-administered markets

Summary
Refer to MR-00336-R00.
This amendment proposes to address the situatienevehmarket participant:

* makes a partial payment on an invoice that contahmdesale market settlement amounts and
the smart metering charge; and

* does not direct the IESO how to apportion the phpthyment to the wholesale market
settlement amounts and the smart metering charge.

This amendment would obligate the IESO to applyptidial payment first to wholesale market
settlement amounts owed by the market participadttaen apply any remaining payment to the smart
metering charge.

This amendment would reduce the risk of a defaufpayment of wholesale market settlement
amounts by a market participant also paying thetsmatering charge and the subsequent impositjon
of a default levy on non-defaulting market partéifs.

Background
Refer to MR-00336-R00.

When making a payment to one of its creditors,laatehas the right at law to allocate the payment
among the various obligations owed to that credifbe proposed introduction of the smart metering
charge on the same invoice as wholesale markegjehaequires recognition of the debtor’s rights to
allocate a partial payment. The situation whereditator does not exercise its right to allocaterigd
payment also needs to be addressed. In this $titetion, it is important that the wholesale maie
protected, to the extent possible, from a defdultlmlesale market charges and the resulting
imposition of the default levy.

Discussion

It is proposed to add a new section, 6.14.3A, whiohld dictate the allocation of funds if therais

incomplete invoice payment. If a market participfails to pay their invoice in full and the market
participant has not advised the IESO as to hovppmeion a partial payment, the IESO would be

obligated to allocate the partial payment firssadisfying any charges due under the market rules
before being applied to the smart metering charge.

This amendment would:

* recognize the right of the market participant tocdte a partial payment,

e provide transparency and certainty as to what wbajgpben when a market participant doeg
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

not exercise that right; and

« reduce the risk of a default on wholesale markgir@ants and the resulting imposition of th
default levy.

1Y%

PART 4 — PROPOSEDAMENDMENT

Chapter 9

6.14  Payment Default

6.14.1 Subsequent to thiwse of banking businegsf the bank at which thi&ESO
settlement clearing accouist held) on thenarket participant payment date
referred to in th&SPCor, where applicable, determined in accordanck arty
of sections 6.3.23, 6.3.27, and 6.3.2@IESOshall ascertain if the full amount
due by anymarket participanthas been remitted to theSOsettlementlearing
account

6.14.2 Amarket participanshall notify thelESOimmediately if it becomes aware that a
payment for which it is responsible will not be ii&ed to thelESOsettlement
clearing accounbn time and shall provide the reason for the delgyayment.

6.14.3 If the full amount due byraarket participantas not been remitted after
accounting for any prepayments made bytfaeket participanpursuant to
section 6.11.2he provisions of section 6.3 of Chapter 3 shatilaanddefault
interestshall accrue on all amounts outstanding.

6.14.4 ThdESOshall be authorised to borrow short-term fundsléar the credits in
any settlement cycle only if the following condii®are met:

6.14.4.1 there are insufficient funds remitted itmelESO settlement clearing
accountto pay allmarket creditorslue for payment from the funds in
thelESO settlement clearing accouatd clear théESO settlement
clearing accounbn a givenESO payment datelue to:

a. payment default by one or maonarket participantsn theday-
ahead energy forward market thereal-time marketsor

b. the circumstances referred to in section 4.294£219.6 of
Chapter 8;

6.14.4.2 [Intentionally left blank]

6.14.5 If thelESOborrows short-term funds pursuant to section @,litshall recover
this borrowing:

IMO-FORM-1087 v.11.0 Public Page 9 of 12
REV-05-09



MR-00336-R01

6.14.5.1 where the insufficient funds were due pagment default referred to
in section 6.14.4.1 (a) by taking all steps agaimstiefaulting market
participantas provided for in thesearket rulesand as referred to in
section 8.1.2.2 and then, if necessary, by impaiagefault levyin
accordance with section 8 of Chapter 2; or

6.14.5.2 where the insufficient funds were duendircumstances referred to
in section 6.14.4.1 (b), in the manner referreshtsections 4.19.3 and
4.19.5 of Chapter 8 and then, if necessary, bywaroag frommarket
participants on a pro-rata basis across all allocated quastdf
energywithdrawn at alRWMsandintertie metering pointduring all
intervals andettlement hourithin theenergy market billing period
in which thelESOinvoices thanarket participants

6.14.6 If there are insufficient funds remittecbitthe[ESOsettlement clearing account
to pay allmarket creditorslue for payment from the funds in €SO settlement
clearing accountand clear théESO settlement clearing accownt a giverlESO
payment datelue to default by one or monearket participart or to the
circumstances referred to in section 6.14.4.1tl@lESOshall borrow funds in
accordance with section 6.14.4 in order to cleatBsOsettlement clearing
accountno later than thelose of banking businegésf the bank at which th&SO
settlement clearing accouist held) on thatESOpayment date

6.14.7 If thelESOhas exhausted credit availability contemplateddsstion 6.14.4, then
thelESOshall payreal-time market creditoren a pro rata basis in proportion to
the amounts owed to eadckal-time market creditor Any amounts that remain
owing toreal-time marketreditorsshall bear interest at thiefault interest rate
until paid.

6.14.8 Upon receipt of any payments by B8Q, either from or on the behalf of one or
moredefaultingmarket participantsncluding anyprudential supporheld by the
IESQ or on behalf ohon-defaulting market participanfsursuant to aefault
levy, thelESOshall first repay all existing lines of credit aother banking
facilities, including the portion of thgeferred payment plan line of credit
applicable to sucHefaulting market participantgnd following repayment of
such lines of credit and banking facilities, t&&Oshall then repay on a pro-rata
basis allreal-time marketreditorsowed amounts pursuant to section 6.14.7.

6.14 Payment Default

6.14.1 Subsequent to thiwse of banking businegsf the bank at which thi&ESO
settlement clearing accouist held) on thenarket participant payment date
referred to in th&SPCor, where applicable, determined in accordanck arty
of sections 6.3.23, 6.3.27, and 6.3.2@IESOshall ascertain if the full amount
due by anymarket participanthas been remitted to theSOsettlementlearing
account
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6.14.2 Amarket participanshall notify thelESOimmediately if it becomes aware that a
payment for which it is responsible will not be ii&ed to thelESOsettlement
clearing accounbn time and shall provide the reason for the delgyayment.

6.14.3 If the full amount due byraarket participantas not been remitted after
accounting for any prepayments made bytfaeket participanpursuant to
section 6.11.2he provisions of section 6.3 of Chapter 3 shatilaanddefault
interestshall accrue on all amounts outstanding.

6.14.3A If themarket participant’snvoiceincludes ssettlement amoumwing for the
smart metering charge under section 6.11.4A anchdr&et participart

o fails to remit the fulinvoiceamount due by thearket participant payment datend

e does not direct thEESOhow to apportion the payment between the smartmmet
charge and all othesettlement amountm theinvoiceprior to thelESO payment

date
thelESOshall allocate the payment made by tin@rket participanfirst to
satisfying anysettlement amountiue under thenarket ruleshefore being applied
to the smart metering charge.

6.14.4 ThdESOshall be authorised to borrow short-term fundsléar the credits in
any settlement cycle only if the following condii®are met:

6.14.4.1 there are insufficient funds remitted ititelESO settlement clearing
accountto pay allmarket creditorslue for payment from the funds in
thelESO settlement clearing accouatd clear théESO settlement
clearing accounbn a giverlESO payment datelue to:

a. payment default by one or monarket participantsn theday-
ahead energy forward market thereal-time marketsor

b. the circumstances referred to in section 4.294£219.6 of
Chapter 8;

6.14.4.2 [Intentionally left blank]

6.14.5 If thelESOborrows short-term funds pursuant to section @,liishall recover
this borrowing:

6.14.5.1 where the insufficient funds were due pagment default referred to
in section 6.14.4.1 (a) by taking all steps agaimstiefaulting market
participantas provided for in thegearket rulesand as referred to in
section 8.1.2.2 and then, if necessary, by impaiagefault levyin
accordance with section 8 of Chapter 2; or

6.14.5.2 where the insufficient funds were duehtodircumstances referred to
in section 6.14.4.1 (b), in the manner referreshtsections 4.19.3 and
4.19.5 of Chapter 8 and then, if necessary, byvwering frommarket
participants on a pro-rata basis across all allocated questdf
energywithdrawn at alRWMsandintertie metering pointduring all
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intervals andettlement houraithin theenergy market billing period
in which thelESOinvoices thanarket participants

6.14.6 If there are insufficient funds remittecbitthe[ESOsettlement clearing account
to pay allmarket creditorslue for payment from the funds in €SO settlement
clearing accountand clear théESO settlement clearing accownt a giverlESO
payment datelue to default by one or monearket participarg or to the
circumstances referred to in section 6.14.4.1tl@lESOshall borrow funds in
accordance with section 6.14.4 in order to cleatBsOsettlement clearing
accountno later than thelose of banking busineésf the bank at which th&ESO
settlement clearing accouist held) on thatESOpayment date

6.14.7 If thelESOhas exhausted credit availability contemplateddstion 6.14.4, then
thelESOshall payreal-time market creditoren a pro rata basis in proportion to
the amounts owed to eadckal-time market creditor Any amounts that remain
owing toreal-time marketreditorsshall bear interest at thiefault interest rate
until paid.

6.14.8 Upon receipt of any payments by B8Q, either from or on the behalf of one or
moredefaultingmarket participantsncluding anyprudential supporheld by the
IESQ or on behalf ohon-defaulting market participanfsursuant to aefault
levy, thelESOshall first repay all existing lines of credit aother banking
facilities, including the portion of thegeferred payment plan line of credit
applicable to sucHhefaulting market participant@nd following repayment of
such lines of credit and banking facilities, tB&Oshall then repay on a pro-rata
basis allreal-time marketreditorsowed amounts pursuant to section 6.14.7.

PART 5—1ESO BoARD DECISION RATIONALE

Insert Text Here
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