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Market Rule Amendment Proposal Form

Part 1 - Market Rule Information

Identification No.: MR-00479-R00

Subject: Transmission Rights Market Enhancement and Platform Refresh
Title: Transmission Rights Market Enhancement and Platform Refresh
Nature of Proposal: | [X] Alteration X Deletion [X] Addition

Chapter: 3,58,9 11

Appendix: 2.2,8.1

Sections: Chapter 3: 6

Chapter 5: 12
Chapter 8: 1, 4

Chapter 9: 6
Chapter 11: Definitions

Sub-sections Chapter 3: 6.3A

proposed for Chapter 5: 12.1

amending: Chapter 8: 1.1, 4.1, 4.5, 4.9, 4.11, 4.13, 4.14, 4.15, 4.16, 4.17,
4.19

Chapter 9: 6.3, 6.4, 6.5
Chapter 11: Definitions

Current Market Rules | 50.0
Baseline:

Part 2 - Proposal History

Version | Reason for Issuing Version Date

1.0 Draft issued for stakeholder review November 1, 2023
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Version | Reason for Issuing Version Date

Approved Amendment Publication Date:

Approved Amendment Effective Date:

Part 3 - Explanation for Proposed Amendment

Provide a brief description that includes some or all of the following points:

e The reason for the proposed amendment and the impact on the JESO-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

The IESO is proposing to amend the market rules to make a series of enhancements related to
the Transmission Rights Market and to clean up aspects of the market rules which are outdated.

Background

The Ontario Transmission Rights (TR) Market was established at market opening and has been
operating largely based on its original design since 2002. The IESO conducted a TR Market
Review (completed June 2021) and identified opportunities to improve functionality and
flexibility for market participants. One of the opportunities that will be implemented in this
project is the introduction of multiple bid laminations. The IESO is also required to upgrade the
TR Auction platform to align with other IESO systems. Additional information can be found on
the Transmission Rights Market Enhancement and Platform Refresh project webpage.

While assessing the necessary market rule amendments to implement the Transmission Rights
Market Enhancement and Platform Refresh project, the IESO identified numerous rules that
were out of date. This proposed amendment also reflects the removal of these obsolete
provisions.

Discussion

Chapter 3

¢ Updated one provision to reflect TR auction design, specifically, to remove the concept
of transmission rights owners selling their transmission rights in a TR auction, which is
not a feature of the current or future TR auction
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Chapter 5

Updated one provision to reflect TR auction design, specifically, to remove the concept
of transmission rights owners selling their transmission rights in a TR auction, which is
not a feature of the current or future TR auction

Chapter 8

Updated several provisions to reflect TR auction design

Removed references to software inadequacies, as they related to the commencement of
the TR market

Removed references to the sale of TRs by transmission rights holders, which is not a
feature of the current or future TR auction

Removed references to transmission rights of varying periods of validity, and software
issues related to such varying periods, as this is also not a feature of the current or
future TR auction

Updated procedures for awarding TRs where there is a tie, in order to reflect auction
design. These procedures were moved into Ch. 8 appendices

Updated TR bid and bidding limit requirements for introducing multiple bid laminations
to reflect TR auction design

Updated the information in relation to how the market clearing price is established to
reflect the TR auction design

Chapter 9

Updated several provisions to reflect TR auction design
Introduced a new provision related to post-auction report to reflect TR auction design

Chapter 11

Updated several definitions to reflect TR auction design

Clarified the definition of “TR Bid” to reflect introduction of "TR Lamination” and TR
auction design

Introduced new definition for “TR Lamination” to accommodate introducing multiple bid
laminations

Removed definitions “TR offer” and “TR offerer” as they relate to the ability of
transmission rights holder to sell their transmission rights in a TR auction, which is not a
feature of the current or future TR auction

Chapter 2 Appendices

Updated one provision to reflect TR auction design

Chapter 8 Appendices

Appendix 8.1 was mostly rewritten to update mathematical formulas to incorporate
multiple bid laminations
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Part 4 - Proposed Amendment

Chapter 3

6.3A Suspension of a Market Participant

6.3A.4 The IESO may do one or more of the following to give effect to a suspension order:

6.3A.4.1 reject any bid, offer; or TR bid exTR-effer-submitted by the suspended
market participant;

Chapter 5

12.1 Communication Methods

12.1.5 Where a market participant wishes to submit dispatch data, physical bilateral
contract data, or TR bids erFR-effers-in the TR market using private network
dedicated communication links, all costs associated with such use, including but not
limited to the cost of the provision and maintenance of the required communication
channel, shall be borne by the market participant.

Chapter 8
1.1 Purpose and Application

1.1.2 The rules in this Chapter apply to:
1.1.2.1 the /ESO; and

1.1.2.2 any market participant submitting physical bilateral contract data to the
IESO, or holding or ;-buying erselling-transmission rights or TRs.
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4.1 Purpose, Interpretation, and Transition
4.1.1 This section 4 sets forth:

4.1.1.1 the manner in which the /ESO shall operate the TR market established for
the purchase and-sale-of transmission rights associated solely with
transactions between the /ESO control area and an adjoining TR zone;

4.1.1.4  the manner in which the IESO will conduct TR auctions for the purchase
and-sale-of transmission rights associated with injections and withdrawals
between specified TR zones; and

4.1.2 A reference in this section 4 and in Appendices 8.1 and 8.2 to a transmission right
shall, in the case of long-term transmission rights etfered;seld-er-assigned by a TR
holder, be deemed to include a reference to the right to the settlement amounts
relating to one or more periods of one month under that long-term transmission right.
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453

4.5.4

transmisston-right-will be-conduected-by-the HESO- [Intentionally left blank — section
deleted]

AHocation-Awarding of Transmission Rights

The IESO shall determine the number of transmission rights awarded to each TR
bidder and-seld-byeachTRefferorin a given round of a TR auction using the
objective function_and other processes described in Appendix 8.1. Such number shall
be between zero and the number of transmission rights that the TR bidder bid to
purchase erthe TR-offerorotfered-to-sel-in that round. The total of all transmission
rights awarded in a given round of a 7R auction shall not exceed the fixed amount of
transmission rights available for such round of a TR auction that is determined in
accordance with section 4.6, 4.7, and 4.11.10, if applicable.

The objective function described in Appendix 8.1 shall have as its mathematical
objective the maximization of the benefit, measured in dollars, of the aggregate
willingness of sueeessful-TR bidders to pay for transmission rights that they have
been awarded in a given round of a TR auction. Such maximization of benefit will be
net of any unawarded fransmission rights as described in Appendix 8.1, if applicable.;

net o h o aaVaVhba a o | Q7320 are a¥a a a O h O
a H H W W a
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4.5.5 [Intentionally left blank — section deleted |\Where:

4.5.6 [Intentionally left blank — section deleted |[Where:
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4.9 Assignment of Transmission Rights

4.9.5 Where the IESO recognizes, for settlement purposes, an assignment of the right to all
settlement amounts under a transmission right in accordance with section 4.9.3, the
assignee shall be deemed to be the TR holder in respect of the settlement amounts
under that transmission right with effect from the billing period immediately
following the date on which the /ESO advises the assigning 7R holder of the results
of the /ESO’s verification pursuant to section 4.9.2. until-such-time-as:

49.5.1 [Intentionally left blank — section deleted |the-transmission+ichthasbeen

4.11 Long-Term Auctions

4.11.3
long-term-auctionstor-all-possible-combinations-efmenths:[Intentionally
left blank — section deleted]

4114

[IntLionally
left blank — section deleted]

4.11.5 Each long-term auction referred to in section 4.11.2 and-4-3+1+3-shall
consist of multiple rounds. In each case:
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4.11.9

time-as-such-software-inadequaciesarereetified:[ Intentionally left blank —

section deleted]

413 TR Bids and TR Laminationsand-TR Offers

4.13.1 A TR participant may submit no more than one 7R bid with respect to a given

injection 7R zone and withdrawal TR zone for each round of any TR auction. A—TR-bid

for-the purehase-of atrarnsmisvion+ichi a1t RanctionshatHndieate A TR bid shall

conform to the following requirements:

4.13.1.1

4.13.1.2

4.13.1.3

4.13.14

Page 9 of 23

The TR bid shall indicate the name of the TR bidder, the injection TR zone
and the withdrawal TR zone for each transmission right that the TR bidder
1s bidding to purchase, and the round of the TR auction to which the TR

hid relates::the injection TR zone and the withdrawal TR zone lor cach

each TR bid must contain at least 1 and may contain up to 20 TR

laminations for an injection TR zone and withdrawal TR zone;

the price in each TR lamination shall be a positive amount, be expressed in
dollars and whole cents per MW, and represent the maximum price that
the TR bidder is bidding to purchase the quantity of transmission rights
identified in the TR lamination;

the quantity in each TR lamination shall be a positive amount, not exceed
the total amount of transmission rights available in the relevant round of
the TR auction, be expressed in whole numbers, and represent the
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maximum quantity of transmission rights that the TR bidder is bidding to
purchase at the price identified in the TR lamination; andthe-period-of

4.13.1.5 ifa TR Bid is composed of multiple 7R laminations, such TR laminations
shall be in monotonically increasing quantities with decreasing prices.the

N \A a' a = hiddo a¥a O-1 a
L 9 Lo #r ay

4.13.2 [Intentionally left blank — section deleted |A-—FRofferforthesale-efatransmission

4.13.3 [Intentionally left blank — section deleted|No-FR-offerormay-offerto-sellinagiven

G175 vavivamnw, v, G

4.13.5 TR bids and-TR-offers-shall be submitted to the /ESO no earlier than 09:00 EST on the
date that is two business days prior to the date on which a round of a 7R auction is to
be conducted and no later than 17:00 EST on the day before the date on which the
round of the TR auction is to be conducted.

4.13.6 [Intentionally left blank — section deleted | Fhe SO shallnot-aceepta TR offerin
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4.13.7

4.13.8

4.13.9

4.13.10

4.13.11

TR bids and-TR-offers-shall be submitted to the /ESO using the electronic information
system and the communication protocol described in the applicable market manual.

The IESO shall:

4.13.8.1 stamp each TR bid and-TR-offer-with the time that it was received by the
IESO;

4.13.8.2  confirm receipt of each 7R bid and-TR-effer-within the time specified in
the applicable market manual using the communication protocol referred
to in section 4.13.7; and

4.13.8.3  publish and notify TR participants of alternative means of submitting and
confirming receipt of 7R bids and-TR-effers-when the communication
protocol referred to in section 4.13.7 is unavailable.

The IESO shall reject any TR bid exrFR-effer-that does not comply with the rules set
forth in this section 4.13 and shall provide the TR participant submitting a rejected
TR bid exFR-effer-of the reasons for such rejection.

A TR participant that does not receive from the /ESO confirmation of receipt of a TR
bid ex-aTR-offerin accordance with section 4.13.8.2 shall immediately contact the
IESO by telephone, facsimile or other means specified in the applicable market
manual seeking confirmation of receipt.

A TR participant shall, if requested by the IESO, resubmit a TR bid exFR-efferby
such means as may be specified by the /ESO in the request.

Bidding Limits

The IESO shall refuse to accept a TR bid from a TR bidder where the price multiplied

bV the quantltv of any 7R lamznatzon w1th1n the TR bid equals a Value Whlch exceeds—

th%'PR—btdder—m—a—gwen—"PPv&ueﬁeﬁ—wetﬂd—%eeed the T. R bzdder s emamlng bzddmg

limit after accounting for all other accepted TR bids in the relevant TR auction.
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415 TR Market Clearing Prices

4.15.2 The TR market clearing price for a given transmission right in a given round of a TR
auction shall be equal to the lowest bid price of all TR laminations that were awarded
transmission rights, as determined by Appendix 8.1.

4.15.2.1 [Intentionally left blank — section deleted]be-equalto-the-value-ofany

4.15.2.2 [Intentionally left blank — section deleted]beless-than-orequal-to-the

4.15.2.3

benitted forthe saleof 4l ssionrichtita TR off
awarded-the-fransmissionright-as-aresult-efthat TR-offer- [Intentionally
left blank — section deleted]

4.16 Post-Auction Notification and Publication

4.16.1 The /ESO shall, as soon as practicable and no later than the end of the next business
day following the conclusion of a round of a 7R auction, and in any event prior to the
time at which TR bids and-TR-offers-may be submitted in respect of the next round of
the 7R auction, notify each TR bidder of the following:

4.16.2 [Intentionally left blank — section deleted] Fhe HESO-shall-assoon-as-practicable-and
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4.16.3

4.19.5

The /ESO shall, as soon as practicable and no later than the end of the next business
day following the conclusion of a round of a 7R auction, and in any event prior to the
time at which TR bids and-TR-offers-may be submitted in respect of the next round of
the TR auction, publish the following:

Payment for Purchase/Sale of Transmission Rights

[Intentionally left blank — section deleted|Fhe-ameuntpayable bythe FESOtoa

Settlement

All amounts payable to erby-the IESO on account of the purchase ersale-of
transmission rights in accordance with sections 4.17.1 and41+72-in respect of all
rounds of a given TR auction shall be settled by the /ESO in accordance with section
6 of Chapter 9.

WhereiIn respect of a given TR auction, the aggregate amount received by the /ESO
in respect of the purchase of transmission rzghts @eeeeds—ﬂqeaggrega%eameam

%he@eees&shall be used ﬁrst to repay any short-term funds borrowed by the IESO on
account of a shortfall referred to in sections 4.19.2-and-4-19-6, second, subject to
section 4.19.5A, to reimburse market participants for funds recovered by the IESO
under Chapter 9, section 6.16.6.2, on a prorated basis according to, and in an amount
that does not exceed, the amount so recovered, third, to replenish the reserve
threshold specified in section 4.18.3, and the balance shall remain in the 7R clearing
account.
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4.19.5A In the event that the /ESO cannot, after taking all reasonable steps to do so, locate
market participants from which funds were recovered by the /ESO under Chapter 9,
section 6.14.5.2, any amount that would otherwise be distributed to such market
participants under sections 4.19.3 and 4.19.5 shall remain in the 7R clearing account.
4.19.6 [Intentionally left blank — section deleted |Whereinrespeet-ofagiven TR anctionthe
coregate-amountrecet by-the LESO-inrespectofthe purchase AHSHHSSTOH
Chapter 9
6.3 Settlement Cycles
6.3.29 The amount of an estimated invoice issued to a market participant pursuant to section
6.3.27 shall, subject to section 6.3.30, be equal-to-the-ageregate-ofdetermined in
accordance with the following:
6.3.29.1  In regards to amount referred to in section 6.4.2.1, the amount shall be
equal to the aggregate of:
6.3.29.1.1 the net total amount for that market participant for all
trading days that occurred during the energy market billing
period prior to the date on which the issuance of
preliminary settlement statements commenced to be
delayed pursuant to section 6.3.24 or 6.3.25.1, as the
case may be;
6.3.29.1.2 for each trading day in the energy market billing period
that occurred subsequent to the date referred to in section
6.3.29.1, the net total amount for that market participant as
set forth in the final settlement statements issued to that
market participant in the preceding energy market billing
period, commencing with the final settlement statement
issued for the last trading day of such preceding energy
market billing period and using a number of final
settlement statements equal to the number of trading days
in the current energy market billing period occurring
subsequent to the date referred to in section 6.3.29.1; and
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6.3.29.1.3 for greater certainty, any net total amount for that market
Participant reflected on a recalculated settlement statement
which would have otherwise been included on the invoice
for the relevant energy market billing period shall not be
reflected on the estimated invoice.

6.3.29.2 In regards to amount referred to in section 6.4.2.2. the amount shall be

equal to:

6.3.29.2.1 the net total amount for that market participant reflected on
the relevant post-auction report issued pursuant to section
4.16.1 of Chapter 8 for the aggregate of the amounts for the
purchase of 7Rs by the market participant in all rounds of
any TR auction that is concluded within the relevant
financial market billing period.

6.3.30 Where the data required to determine the amount of an estimated invoice in

accordance with section 6.3.29.1 is not readily available at the relevant time, the
IESO shall issue to each applicable market participant an estimated invoice in an
amount equal to:

6.3.30.1 the net amount of the invoice issued to the market participant for the
preceding energy market billing period minus any amounts on such
invoice included on a recalculated settlement statement; or

6.3.30.2  zero, if no invoice was issued to the market participant for the
preceding energy market billing period.

6.4 Settlement Statement Process

6.4.2.2  the aggregate of the amounts for the purchase ersale-of 7Rs in all rounds
of any TR auction that is concluded on the trading day, adjusted to reflect
any fees payable by the market participant and any other adjustment
amounts payable or receivable pursuant to these market rules.
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6.5 Preliminary Settlement Statement Coverage

6.5.2.3 all fees, charges, credits and payments applicable to the market participant
in respect of the purchase ersale-of a 7R in all rounds of such 7R auction;
and

Chapter 11

final settlement statement means the IESO’s final statement of the payments to be
made by or to a market participant with respect to a given billing period and, in
respect of the settlement of the purchase ersale-of transmission rights in the TR
market, the IESO’s final statement of the payments to be made by erte-a TR holder
with respect to a given TR auction or the final statement of the payments to be made
byerto a TR holder with respect to a given billing period,

long-term auction means a TR auction conducted by the /ESO for the purchase and
sale-of long-term transmission rights and that may also include the purchase and-sale
of short-term transmission rights;

preliminary settlement statement means the IESO’s preliminary statement of the
payments to be made by or to a market participant with respect to a given billing
period and, in respect of the settlement of the purchase and-sale-of transmission rights
in the TR market, the IESO’s preliminary statement of the payments to be made by e
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to-a TR holder with respect to a given TR auction or the preliminary statement of the
payments to be made by-erto a TR holder with respect to a given billing period,

short-term auction means a TR auction conducted by the /ESO for the purchase and
sale-of short-term transmission rights;

TR auction means an auction conducted by the /ESO for the purchase and-sale-of
transmission rights;

TR bid means a statement of the quantities and prices at which a buver is willing bid
to purchase a-transmission rights in a TR auction;

TR lamination means a price and an associated quantity that define a “step” in a 7R

bid.

1.3 Dispatch Workstations
1.3.1 Each market participant other than a boundary entity, or a capacity auction
participant with a capacity obligation through an hourly demand response resource
shall, for the purposes of:
1.3.1.1 the provision to the /ESO of real-time information required by the /ESO to
direct the operations of the IESO-controlled grid,
1.3.1.2  if the person is or will be subject to dispatch by the /ESO, the receipt of
dispatch instructions; and
1.3.1.3 the exchange with the /ESO of other information required to be submitted
or received pursuant to Chapter 7 or Chapter 8, other than the submission,
receipt of confirmation of and validation of dispatch data, TR bids ex+R
offers-in the TR market and physical bilateral contract data, provide,
install and maintain a dispatch workstation that meets the specifications
and other requirements set forth in the participant technical reference
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manual and that is configured to support communication with the real-
time communication network channel or channels provided by the /ESO in
the manner described in the participant technical reference manual.

Chapter 8 — Appendices

Appendix 8.1 — Mathematical Formulation of the TR Objective
Function and Constraints

1.1 ++This Appendix describes the objective function_and additional processes used to
determine the number of transmission rights to be awarded to each TR bidder, as
described in section 4.5.1 of Chapter 8, and the TR market clearing price, as described in

section 4.15.2 of Chapter 8, and-seld-byeach TR offerorin a given round of a TR auction.

1.2 The objective function, outlined in section 1.3, describes the maximization of the benefit
of awarded TR laminations net of any unawarded transmission rights as determined in
accordance with section 1.4(e), if applicable. Transmission rights will be awarded
optimally from highest price to lowest price of the TR laminations received for the
relevant round of the TR auction unless and until such time as there are multiple 7R
laminations that share the same price and cannot all be fully awarded based on the
available transmission rights, which shall be resolved in accordance with section 1.4. If
there are insufficient transmission rights available to award the entire quantity of a 7R
lamination that is incremental to the 7R bidder’s previous TR lamination, as ranked from
highest to lowest price, and section 1.4 does not apply, such 7R bidder shall be awarded
the remainder of the transmission rights available.

1.3 The objective funetion-for each injection 7R zone and withdrawal TR zone for each
round of a given TR auction is to maximize the following function:

max 2 AI J leJ ’

jed,
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where:

(a)

ZZZPi*CIi
7

‘7’ is the benefit as described in section 4.5.2 of Chapter 8 for the relevant

(b)

round of the TR auction;

‘1’ 1s an index into the set of all TR laminations received for the relevant

()

round of the TR auction;

‘p;’ 1s the price of TR lamination ‘i’, submitted in accordance with section

(d)

4.13.1.3 of Chapter 8;

‘g;_1s the quantity of awarded transmission rights associated with 7R

Page 19 of 23

lamination ‘i’, submitted in accordance with section 4.13.1.4 of Chapter 8,

where the quantity of awarded transmission rights is determined as

follows, as applicable:

1)

the sum of all g; is less than or equal to the fixed amount of

(ii)

transmission rights available for such round of a TR auction that is
determined in accordance with section 4.6, 4.7, and 4.11.10, if
applicable, of Chapter 8&:

where TR lamination ‘i’ is the highest price TR lamination for such

(iii)

TR bidder and has an associated price is equal to or greater than
the TR market clearing price for such round of the TR auction, the
entire quantity of the TR lamination or a portion thereof as
determined in accordance with section 1.4;

for TR laminations ‘i’ with a price that is equal to or greater than

(iv)

the TR market clearing price for such round of the TR auction,
other than the one referred to in (ii) for the same 7R bidder, the
quantity that is incremental to the 7R bidder’s previous TR
lamination, as ranked from highest to lowest price, or a portion
thereof as determined in accordance with section 1.4; and

for TR laminations ‘i’ with a price that is less than the TR market

clearing price for such round of the 7R auction, such quantity shall
be zero.
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1.4 Where multiple 7R laminations share the same price and cannot all be fully awarded
based on the available transmission rights, the awarding of remaining available
transmission rights will be determined in accordance with the following:

(a) First, the /ESO will award to each tied TR bidder the proportion of the
quantity of their tied TR lamination that is incremental to the 7R bidder’s
previous 7R lamination, as ranked from highest to lowest price, 7R
lamination, if applicable, relative to the remaining transmission rights
available, rounded down to nearest whole number.

(b) second, if there continues to be a remainder of transmission rights within
the relevant round of the TR auction, such remainder shall be awarded in
accordance with the following:

(1) The /ESO will rank all such 7R bidders from the highest to lowest
based on the difference between the proportional quantity determined
in section 1.4(a) prior to being rounded down and the proportional
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()

quantity determined in section 1.4(a) that was awarded to such 7R
bidder.

(i) The IESO will award one transmission right to each such 7R bidder in
sequence from highest to lowest ranking until either there are no more
remaining transmission rights to be awarded or one or more such 7R
bidders is tied in their ranking and there are insufficient remaining
transmission rights to award to them all;

third, where there are still remaining transmission rights following the

(d)

completion of section 1.4(b), such remainder shall be awarded in
accordance with the following:

(i) The IESO will rank the TR bidders whom tied, as contemplated under
section 1.4(b)(i1), from highest to lowest based on the quantity of
transmission rights in their TR lamination that is incremental to the 7R
bidder’s previous TR lamination, as ranked from highest to lowest
price, if applicable; and

(ii) The IESO will award one transmission right to each such TR bidder in
sequence from highest to lowest ranking until either there are no more
remaining transmission rights to be awarded or one or more such 7R
bidders is tied in their ranking and there are insufficient remaining
transmission rights to award to them all;

fourth, where there are still remaining fransmission rights following the

completion of section 1.4(c), such remainder shall be awarded in
accordance with the following:

(i) The IESO will rank the TR bidders whom tied, as contemplated under
section 1.4(c)(ii), from #earliest to latest based on the timestamps of
the date and time, to the second, reflecting the time when the TR
bidder submits the relevant TR laminations; and

(i) The IESO will award one transmission right to each such 7R bidder in
sequence from earliest to latest ranking until either there are no more
remaining fransmission rights to be awarded or one or more such 7R
bidders is tied in their ranking and there are insufficient remaining
transmission rights to award to them all;
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(e) finally, where the remainder of transmission rights within the relevant
round of the TR auction are unable to be awarded in accordance with
section 1.4(d), such remainder shall not be awarded to any 7R bidder.
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