MR-00335-R00

Y
“ Ieso Market Rule Amendment Proposal

Power to Ontario.
On Demand.

PART 1-MARKET RULE INFORMATION
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

Provide a brief description of the following:

* The reason for the proposed amendment and the trapabelESO-administered markeifsthe
amendment is not made.

» Alternative solutions considered.

* The proposed amendment, how the amendment addtess@sove reason and impact of the
proposed amendment on lEESO-administered markets

Summary

It is proposed to amend the market rules relatederket participant suspension, termination and
disconnection. Generally the proposed amendmentidwo

1. Provide additional mechanisms through which theQEBuld protect the IESO-administered
markets and minimize losses that might arise wheraket participant (MP) is subject to a court
supervised proceeding, such as bankruptcy proteotioeceivership. This would be accomplished
through proposed changes such as eliminating tifityaif a seller to backdate changes in a
physical bilateral contract to a date prior to dleeurrence of the event of default where the buyer
is in default and allowing the IESO to offset arpate payable to an MP against pre-filing arrears

2. Stream-line the suspension, termination and disedion process to reduce the possibility of a
market participant extending the process and erpgdbie IESO-administered markets to financigal
risk in the form of a default levy. This would becamplished through proposed changes such as
eliminating the ability of a market participantdeek a “show cause” hearing before the IESO
Board for suspension and termination in casesaitftial events of default. The IESO believes
the hearing is unnecessary in light of other pracaldorotections available to a defaulting marke
participant. There is further elaboration on th&ie in the section “Hearing before the IESO
Board” below.

—

3. Providing the IESO with more finely calibrated mantsms to address differing circumstances
associated with a defaulting market participartiswould be accomplished through proposed
changes such as allowing the IESO to issue a ssigpeorder instead of a termination or
disconnection order to a market participant thasiptently breaches the market rules and
eliminating the IESQO’s obligation to issue a disoection order when an MP is terminated where
such order would impact an MP embedded behindefeutting MP or when such an order would
harm the environment or create a risk to publickeosafety.

4. Re-organize various sections of the market rulesgasubject matter lines to improve
understanding and use of these provisions. Incliud#us re-organization is the removal of
provisions judged to be not required or duplicat¥@ther provisions.

Background

The market rules (sections 6.3, 6.4, 6.5 of Cha@jtgrovide for the suspension and termination of :
market participant and disconnection of a faciiity financial events of default and for persistent
breaches of the market rules. The recent insolesrafi two market participants exposed gaps in the
market rules relating to suspension, terminatiahdiaconnection for events of default. Among oth
things, these gaps create a risk that the markgt@maequired to “carry” a defaulting market
participant for an extended period of time. Th8QEis seeking to reduce this risk by streamlinhe t
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

process and limiting or removing measures thatidata legal protections available to a defaulting
market participant outside of the market rules.

At its meeting on June 28, 2007 the IESO Boarderggd these issues and provided a preliminary
policy direction that the IESO undertake stakehotaesultation on amendments to the market rules to
address these gaps identified and bring forwarsktlenendments to the IESO Board for its review |and
consideration later in 2007.

The IESO Board also directed the IESO to estalpiisdetermined criteria for those instances in whjch
the IESO seeks to convert an existing market rbligation (shall) into a market rules permission
(may). This would provide greater transparencynéoket participants with respect to the IESO’s
process for invoking that discretion. For examiiles proposed to eliminate the obligation on the
IESO to issue a disconnection order when an MErmihated. The IESO will use this discretion in
cases where disconnecting a defaulting MP woulecatinother MP embedded behind the defaulting
terminating MP or where disconnection could hareehvironment, or create a risk to worker/publi
safety. The IESO will provide this information fiorarket participants.

O

Shortcomings of the Current Rules

The issues that the IESO is seeking to addressdache following:

—

» Clarifying the Relationship to Court Supervised &&ss: In many cases, a market participan
that commits an event of default will also be sabje, or on the verge of, a court-supervise
process such as creditor protection or bankruplicysuch cases, the court proceedings will
take precedence over the market rules and the S @present the interests of the IESO-
administered markets in those proceedings. Thewgurules neither recognize the legal
protections that the court process offers for thiaualting market participants nor the
restrictions that it places on the IESO’s abilydeal with a defaulting market particijant.
For example, where a market participant is undartcaupervision, the IESO will be required
to obtain leave of the court prior to taking angpsin the disconnection process and may need
to obtain leave on multiple occasions before cotmgiehe process.

jon

* Length and Complexity of the Current Proce$$e default protection amount (DPA) used i
part to calculate a market participant’s prudersgigdport obligation is premised on the
assumption that no more than 21 days will elapseden the date an event of default occurs
and disconnection. Any shortfall between outstagdimounts owed by the defaulting
participant and the available prudential suppoltlva made by the imposition of a default
levy on all market participants by the IESO. Therent process may allow a market
participant to extend the process longer than % ddnich exceeds the DPA thus exposing the
market to an increased risk of the imposition ef default levy.

>

» Disconnection of an Embedded Market Participahhie IESO is currently only permitted to
issue disconnection orders to transmitters andlolisbrs. The market rules do not permit the
IESO to issue disconnection orders to any othed &irmarket participant that is the “host” of
an embedded market participant where the embedatidipant has defaulted. For example, a
wholesale customer may have a defaulting markeicpgzant embedded within or behind its
facility. This is an issue because the defaulendpedded market participant would be able|to
continue to consume electricity thereby exposimgrtfarket to a risk of the imposition of a
default levy. Although this has not happened te dalESO-administered markets there is a
possibility this might occur and therefore the IESi®@uld be granted the authority necessary to
order the disconnection of the defaulting marketipi@ant in this circumstance.
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

» Disconnection of a “Host” Market ParticipantThe current rules obligate the IESO when
issuing a termination order to issue orders diseoting the facilities of a defaulting market
participant even if it is the “host” of an embeddedrket participant that is in good standing
Such a disconnection would deny the embedded mpégkétipant access to the IESO-
controlled grid. The IESO should be provided fietiy under the market rules to not issue a
disconnection order in this circumstance so thaday permit electricity consumption by the
embedded non-defaulting market participant.

» Disconnection if a Risk to Public Safefjhe IESO is presently obligated to issue a

disconnection order when terminating a market pigdint even if disconnection would creat
a risk to public or worker safety or result in emvimental damage. While a transmitter or
distributor in accordance with the market rules inse to carry out such an order if it would
create a risk to public/worker safety or resuleitvironmental damage, this discretion is not
extended to the IESO. The IESO should not be platadosition where it is compelled under
the market rules to issue a disconnection ordem #waugh it knows that such action would
endanger public/worker safety or damage the enmisom.

1)

» Other ChangesParts of sections 6.3, 6.4 and 6.5 are duplicgéwg sections 6.4.2 and 6.5.1
and there are some discrepancies between theettiffeectionsg.g.a disconnection order for
a suspended market participant can be issuedamsntitter under section 6.3.7B.4, while a
disconnection order for a terminated market paodiot can be issued to a transmitiea
distributor undersection 6.4.4A). Further, section 6.5 containvjsions concerning de-
registration and termination for persistent breaafehe market rules. These provisions have
been intertwined with the default rules and shdidlgseparated so that they are easier to
understand.

~

Hearing before the IESO Board

As part of these amendments, the IESO is propdsiegiminate the ability of a market participant tg
seek a “show cause” hearing before the IESO Baarduspension and termination in cases of
financial events of default. The IESO believeshbaring is unnecessary in light of other proceldur:
protections available to a defaulting market pgént. These include the court-supervised proiress
cases of creditor protection and bankruptcy, tresrgtion process for temporary relief from a
requirement that a market participant is unableatisfy, and the dispute resolution process taveso
disagreements over an amount owed by a marketipani.

")

In addition, a market participant has a right tpesd to the OEB an order that “terminates, suspend
restricts the person'’s rights to participate inl80O-administered markets or to cause or permit
electricity to be conveyed into, through or outla# IESO-controlled grid” under paragraph 36(13fc
the Electricity Act, 1998.

@]

In light of recent events, the IESO has become eaed that a defaulting market participant coulel us
the hearing process to prolong the disconnectiongss while continuing to draw electricity from th
IESO-controlled grid thereby exposing the markeadditional financial risk. Although to date tiss

a hypothetical risk as there has never been a “slamse” hearing before the IESO Board, the IESQ
believes this risk cannot be justified given thege of other procedural protections outlined above.

D

=}

A hearing before the IESO Board will still be petted for suspension, termination or de-registratio
resulting from a persistent breach of the markletsrby a market participant. Further informatiathw,
respect to IESO sanctioning guidelines can be fairide following link:
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

[http://www.ieso.ca/imoweb/marketComp/compliancelasp

For additional information please refer to MR-003360
[http://www.ieso.ca/imoweb/pubs/mr2007/MR-00335-QGX8pdf].

Discussion

In view of the complexity of the proposed amendnaard modifications to sections 6.3/6.4/6.5 of
Chapter 3 of the market rules the IESO has prepamegble of Concordance (attached as Appendix
“A”) to assist the review of the proposed markéé mmendments.

The first two columns in the Table of Concordardemtify the proposed revised rule and its current
equivalent (if any). The final column lists whethiee section in question:

* remains essentially similar to the existing markégs;
* has been rewritten in plainer language; and

* introduces new or modified permissions, authorjiel/or obligations in the market rules and
provides the rationale for these proposed changes.

PART 4 — PROPOSEDAMENDMENT

The following proposed rule amendment becauseeo$ignificant changes from the existing rules is
not shown as tracked changes for ease of readiniable of Concordance has been provided to
assist the reader in tracking changes from thdiegismarket rules.

6.2A Persistent Breaches of the Market Rules

6.2A.1 If amarket participanhas breached thwarket ruleson a persistent basis, the
IESOmay:

6.2A.1.1 issue thaharket participantasuspension ordarnder section 6.3A;
6.2A.1.2 issue thaharket participanttermination ordemunder section 6.4; or

6.2A.1.3 deregister some or all of tmarket participant’s registered facilities
under section 6.5.

6.2A.2  Where théESOintends to act pursuant to section 6.2A.1,|E®Oshall provide
themarket participantwith a notice stating:

6.2A.2.1 the nature of the action to be taken;
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REV-05-09



6.2A.3

6.2A.4

6.2A.5

6.2A.6

6.3

6.3.1

MR-00335-R00

6.2A.2.2 the grounds and any evidence on whichBEB®relies on in support
of the intended action;

6.2A.2.3 the time within which thmarket participantnay make written
representations to tHESOas to why such action should not be taken;
and

6.2A.2.4 the right of thenarket participanto request a hearing before IS0
Boardor a committee of thEESO Boardestablished for such purpose
to show cause why such action should not be taken.

ThelESOshall provide a copy of any notice issued undetiae 6.2A.2 to the
OEBand to tha@ransmitter,distributor and/or othemarket participanto whose
facilities themarket participant’s facilitiesvho is the subject of the notice are
connected

If themarket participanhas requested a hearing, tB&O Boardor a committee
of thelESO Boardestablished for such purpose shall conduct amgaroviding
themarket participanwith a reasonable opportunity to show cause aghio
such action should not be taken against it. Fafigwhe hearing, thiEESO Board
or the committee of thEESO Boardestablished for such purpose may:

6.2A.4.1 approve the action that tiEESOintends to take; or

6.2A.4.2 make any other appropriate order, inclgdin order referred to in
section 6.2.7.

If themarket participanhas not requested a hearing, lB8Oshall consider any
written representations received from tharket participanand may take any
action specified in the notice issued under se@i@A.2 or make any other
appropriate order, including an order referrechteaction 6.2.7.

ThelESOshallpublisha notice of any actions taken under section 6.2A.4
6.2A.5 and provide a copy to tkEB and theransmitter distributor and/or
othermarket participanto whosdacilities themarket participant’s facilitiesvho
is the subject of the notice are connected.

Events of Default

Anevent of defaulbccurs if anarket participanr the person that has provided
prudential supportn relation to thenarket participant

6.3.1.1 does not make a payment in full requiredenthemarket rulesvhen
due;

6.3.1.2 fails to provide payment in full of any amt claimed by théESO
under anyprudential support
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6.3.1.3 fails to providerudential supportequired to be supplied under the
market ruleswithin the time required;

6.3.1.4  has a licence (includindieence, permit or other authorization
necessary to carry on its principal business suigabrrevoked or
otherwise cease to be in full force and effectyjuled that where a
market participantiolds more than oreenceand only one such
licencehas been suspended, revoked or otherwise ceaesrtdull
force and effect, thevent of defauland any action taken by theSO
with respect thereto shall relate only to slicence

6.3.1.5 ceases or threatens to cease to carrg basiness or a substantial part
of its business;

6.3.1.6  becomes insolvent or is unable to payradbome of its debts when
they fall due for payment;

6.3.1.7 seeks to enter into an arrangement, comosir compromise with,
or makes an assignment for the benefit of, allngr@ass of its
creditors;

6.3.1.8  has a receiver or receiver and managegrsop having a similar or
analogous function under the laws of any relevansggliction
appointed in respect of any of its property thatded in or relevant to
the performance of its obligations under tharket rulesor itslicence

6.3.1.9 is the subject of an order appointing aniagstrator, liquidator,
trustee in bankruptcy or person having a similaarmalogous function
under the laws of any jurisdiction;

6.3.1.10 is wound up, dissolved, or otherwise leased to exist or is the
subject of an application for winding up or dissmn, or any
analogous procedure, under the laws of any jutissicunless the
notice of winding up or dissolution is dischargedvithdrawn;

6.3.1.11 ceases to satisfy any material requireingmsed upon it as a
condition of its authorization to participate iretESO-administered
marketsor to cause or permit electricity to be convey®d,ithrough
or out of the ESO-controlled grid

6.3.2 Amarket participanshall notify thdESOimmediately upon:

6.3.2.1  the occurrence of ament of defaulbr any circumstance that may
give rise to arevent of defaulteferred to in sections 6.3.1.4 to
6.3.1.11; or

6.3.2.2  the appointment of a receiver or receimgrrmaanager or person
having a similar or analogous function under theslaf any relevant
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jurisdiction in respect of any property of thrarket participanor the
market participant’s prudential suppgptovider.

6.3.3 Where anarket participanor a person providingrudential supporbn behalf of
thatmarket participantommits arevent of defaulthelESOmay:
6.3.3.1 issue to thmarket participantnotice of intent to susperstating that
themarket participanwill be suspended unless it remediesdtient
of defaultwithin 2business daysr such longer period as specified in
the notice;
6.3.3.2 immediately draw upon part or all of tharket participant’s
prudential supporfor the amount of any money owing to the IESO
under themarket rulesand
6.3.3.3  set-off any amounts due or credited tartaeket participanunder the
market rulesincluding those set out in section 4.8.2 of Chapteand
any program administered through the billing arttlemensystems
of thelESOagainst any amounts owed by tharket participant.
6.3.4 Where théESOissues anotice of intent to suspenohder section 6.3.3.1 or a
suspension ordarnder sections 6.3A.1.1 and 6.3.A1.2 tmarket participant
that is a party to physical bilateral contracthe IESO shall:
6.3.4.1 deem anyhysical bilateral contract quantitids be zero for the
period from the date thevent of defaulbccurs until it is remedied if
thatmarket participants theselling market participantor
6.3.4.2 rescind or refuse to accept any initialemisedphysical bilateral
contract datarelating to alispatch dayafter the date of thevent of
defaultif that market participants thebuying market participant
6.3.5 Where théESOissues anotice of intent to suspenohder section 6.3.3.1 or a
suspension ordeunder sections 6.3A.1.1 and 6.3A.1.2 toarket participant,
thelESOshall deem anphysical allocation datéhat relates to thearket
participantunder section 2.4.5 of Chapter 9 to be Zerdhe period from the
date arevent of defaulbccurs until it is remedied.
6.3.6 Amarket participantmay remedy aevent of defaulby:
6.3.6.1 satisfying any outstanding financial orestbbligations that gave rise
to theevent of defaulincluding any applicabldefault interesaind
any costs and expenses incurred byilE®&Oas a result of thevent of
default and
6.3.6.2 proving to the reasonable satisfactiomefESOthat the facts or
circumstances which constituted #eent of defaulho longer exist.
Page 8 of 38 Public IMO-FORM-1087 v.11.0
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6.3.7 Notwithstanding that trevent of defaulhas been remedied, tHESOmay
impose any condition on the right ofraarket participanto participate in the
IESO-administered markets to cause or permit electricity to be convey#ad,i
through or out of th&ESO-controlled gridhat thelESOdetermines are
appropriate, including:

6.3.7.1 establishing a lowaading limitin respect of thenarket participant
than would otherwise be the case under sectionfSChapter 2;

6.3.7.2 establishing a more frequent continuingedake of payments than
would otherwise be the case under Chapter 9; or

6.3.7.3  imposing a more stringgrudential support obligatiothan would
otherwise be the case under section 5 of Chapter 2.

6.3A  Suspension of a Market Participant
6.3A.1  ThelESOmay issue auspension ordeilo amarket participantf:

6.3A.1.1 themarket participanbas not remedied avent of defaulvithin the
time specified in thaotice of intent to suspend

6.3A.1.2 arevent of defaukpecified in sections 6.3.1.5 to 6.3.1.10 has
occurred in relation to thearket participarntor

6.3A.1.3 thdESOhas determined under section 6.2A thatispension order
should be issued because tharket participantas persistently
breached thenarket rules

6.3A.2  ThelESOshallpublishthe details of theuspension ordeaind provide a copy of
thesuspension ordeio theOEB and theransmitter, distributoand/or other
market participanto whosefacilities the suspendeaharket participants
connected.

6.3A.3  To the extent specified in teespension ordeg suspended market participaist
ineligible to trade or enter into any transactinthelESO-administered markets
or to cause or permit electricity to be conveydd,ithrough or out of thEESO-
controlled grid

6.3A.4  ThelESOmay do one or more of the following to give effexasuspension
order.

6.3A.4.1 reject anbid, offer, EFM bid, EFM offer, TR biok TR offer
submitted by theuspended market participant

6.3A.4.2 set-off any amounts otherwise due tostispended market participant
against any amounts owed by thespended market participamider
themarket rules
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6.3A.4.3 issue disconnection ordeto thetransmitter,distributor and/or other
market participanto whosefacilities thesuspended market
participant’s facilities are connected and provide a copy to@B
or

6.3A.4.4 make such further order or issue suclctioes to thesuspended
market participants thd ESOdetermines appropriate.

6.3A.5  ThelESOshall lift asuspension orddf the event of defaulivhich triggered its
issuance is remedied to the satisfaction of the&lIB8d there are no othevents
of defaultin existence with respect to teespended market participant

6.3A.6 Notwithstanding that treispension orddnas been lifted, thieSOmay impose
any condition on the right ofraarket participanthat has been subject of a
suspension orddp participate in théESO-administered markets to cause or
permit electricity to be conveyed into, throughoaot of thelESO-controlled grid
that thelESOdetermines are appropriate, including the conaltiooted in
sections 6.3.7.1t0 6.3.7.3.

6.4 Termination of a Market Participant
6.4.1 The ESOmay issue &ermination ordetto amarket participantf:

6.4.1.1 thamarket participanis asuspended market participaand has not
remedied thevent of defaulthat triggered theuspension order
within 5 business daysf the issuance of theuspension order;

6.4.1.2  thamarket participanis asuspended market participaad has
notified thelESOthat themarket participantis not likely to remedy
theevent of defaulthat triggered the issuance of gespension order

6.4.1.3  theamarket participanhas been wound up, dissolved, or otherwise has
ceased to exist; or

6.4.1.4 thdESOhas determined under section 6.2A thiegranination order
should be issued because tharket participantas persistently
breached thenarket rules

6.4.2 TheESO shallpublishthe details of théermination orderand provide a copy
of thetermination orderto theOEBand to théransmitter, distributorand/or
othermarket participanto whosdacilities theterminated market participant’s
facilities are connected.

6.4.3 When théESOissues @ermination ordey it may at the same time, if it has not
already done so, issualasconnection ordeto thetransmitter,distributor and/or
othermarket participanto whosdacilities theterminated market participant’s
facilities are connected and provide a copy to@eB
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6.4.4 Aterminated market participarhat re-applies for authorization shall be reqiire
to comply with the provisions of section 3 of Chex2. ThdESOmay impose
any conditions on the right of therminated market participand participate in
the IESO-administered markeisto cause or permit electricity to be conveyed
into, through or out othe IESO-controlled gridhat the ESOdetermines are
appropriate, including the conditions noted in e 6.3.7.1 t0 6.3.7.3.

6.5 De-Registration of a Market Participant’s Facil ities

6.5.1 ThedESOmay deregister some or all ohaarket participant’s registered
facilitiesif the IESOhas determined under section 6.2A thatrtfaeket
participanthas persistently breached tharket rules

6.5.2 Deregistering some or all ofrearket participant'segistered facilitieserminates
all of the rights of thenarket participanin respect of thoseegistered facilitiego
participate in theESO-administered markets in respect of thosegistered
facilitiesto cause or permit electricity to be conveyed ithopugh or out of the
IESO-controlled gridn respect of thoseegistered facilities

6.5.3 If thelESOderegisters some or all ohaarket participant’'segistered facilities
it may at the same time issuéliaconnection ordeto the relevantransmitter,
distributor and/or othemarket participanto whosefacilities themarket
participant’s facilitieswhich is subject of the deregistration are conreared
provide a copy to th©EB

6.5.4 Amarket participanthat wishes to re-registeggistered facilitiegthat have been
deregistered shall comply with the provisions afties 2 of Chapter 7. ThESO
may impose any conditions on right of tharket participanto participatan the
IESO-administered markets to cause or permit electricity to be convey#ad,i
through or out of th&ESO-controlled gridhat thelESOdetermines are
appropriate, including the conditions noted in mes 6.3.7.1 t0 6.3.7.3.

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 irapabelESO-administered markeifsthe
amendment is not made.

» Alternative solutions considered.

* The proposed amendment, how the amendment addtess@sove reason and impact of the
proposed amendment on lEESO-administered markets

Summary

MR-00335-R01 proposes to modify Chapter 2, se@i@r? to provide the IESO with discretion on
whether to issue a notice of default levy when @ défaults. This discretion would permit the IESO
to issue the default levy in circumstances wheed SO was certain that the outstanding amount
could not be collected from a defaulting MP.

Background
Please see MR-00335-R00.
Discussion

Amending section 8.2.2 of Chapter 2 as proposeldwalide the IESO with discretion on whether tp
issue a notice of default levy when an MP defaulthe existing language in section 8.2.2 does no
reflect the IESO'’s practice of using the defaullylas a means of last resort when a MP defaults. T
date, the IESO has never issued a default levywandd only do so in circumstances where it was
certain that the outstanding amount could not Blected from a defaulting MP. The issuing of the
first notice of default levy “kicks off” the defaukvy process therefore IESO discretion in redard

this rule provides the necessary discretion wiipeet to the invoicing of the default levy itself.

PART 4—PROPOSEDAMENDMENT

8.2 Notice of First Default Levy

8.2.1 Where anarket participanthas failed to either remit or cause to be remitbeithe
IESO settlement clearing accouhe full amount due by thatarket participant
by the close of banking business (of the bank athvtinelESO settlement
clearing accounts held) on anarket participant payment date

8.2.1.1 [Intentionally left blank]
8.2.1.2 [Intentionally left blank]

8.2.1.3 thdESOmay take such steps as may be permitted by se&tldnof
Chapter 9.
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8.2.2 Where théESOhasissued auspension ordesr termination ordero a

defaultlnq market parUmpantsuspensremaFdemd#e%dlseermeeneneFdeer

speeﬂed—mJeh@IefauLmeue&the IESOshalmay

8.2.2.1 issue a firstotice of default levin accordance with section 8.2.3; and

8.2.2.2  take such steps, if it has not already don@s may be required to
realize, in accordance with section 3 of Append& anyprudential
supportheld in respect of théefaulting market participarthe right to
realization of which is triggered by the defaulipi@ayment at issue.

PART 5—1ESO BoARD DECISION RATIONALE

Insert Text Here
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Y
“ Ieso Market Rule Amendment Proposal

Power to Ontario.
On Demand.

PART 1-MARKET RULE INFORMATION

Identification No.: MR-00335-R02

Subject: Market Administration

Title: Revisions to the Suspension, Termination, and Disection Provisions for Events of
Default

Nature of Proposal: X Alteration [ ] Deletion [ ] Addition

Chapter: 3 Appendix:

Sections: | 5.3,6.2

Sub-sections proposed for amending: 5.3.1.5A,6.2.1

PART 2—-PROPOSAL HISTORY —PLEASE SEE MR-00335-R00

Version Reason for Issuing Version Date

Approved Amendment Publication Dat

1)

Approved Amendment Effective Date:
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

Provide a brief description of the following:

* The reason for the proposed amendment and the irapabelESO-administered markeifsthe
amendment is not made.

» Alternative solutions considered.

* The proposed amendment, how the amendment addtess@sove reason and impact of the
proposed amendment on lEESO-administered markets

Summary

Consequential to the market rule amendments ideatiih MR-00335-R00 it is proposed to modify
section 5.3, “Exceptions” and section 6.2, “ProcediConcerning Alleged Breaches of the Market
Rules” in Chapter 3 of the market rules.

In section 5.3.1.5A it is proposed to modify therked rules by removing the reference to show cause
hearings before the IESO Board for suspension,itation, or disconnection orders associated with
financial events of default. MR-00335-R00 propaseemove the show cause hearings in these
instances.

In section 6.2.1 it is proposed to modify the markdes by updating the cross-references to reflext
proposed modifications to sections 6.3/6.4/6.5haipter 3 outlined in MR-00335-R00.

Background
Please see MR-00335-R00.

Discussion

Section 5.3.1.5A

It is proposed to amend section 5.3.1.5A of Chaptafrthe market rules by deleting the reference tp
show cause hearings in respect of sections 6.8/6.4f the market rules.

Section 6.2.1

It is proposed to amend section 6.2.1 of Chaptar 8eleting the cross-reference to section 6.5dL an
replacing it with 6.2A.1 and also deleting the srosference to section 6.4 and replacing it with
section 6.2A.

PART 4—PROPOSEDAMENDMENT

5.3 Exceptions
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5.3.1.5A if required by thEESO Boardor a committee established by IESO
Board the disclosure, use or reproductiorcohfidential information
if required in connection with the issuancesagpensiojtermination

A i<
O - o - O

or-6-5,the revocation of the registration in respectid or more
metering service providernd any show cause hearings in respect
thereof under section 5.3 of chapter 6;

6.2 Procedures Concerning Alleged Breaches of the
Market Rules

6.2.1 This section shall not apply to the issudncthelESOof asuspension ordesr
termination ordeywhich shall be governed by the provisions ofisecs.3A or
6.4, respectively, or to the issuance bylEB80o0f thean order referred to in
sections-5-16.2A.1, which shall be governed by the applicable pravisiof
section 642A and 6.5.

PART 5—1ESO BoARD DECISION RATIONALE

Insert Text Here
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MR-00335-R03

Power to Ontario.

On Demand.

PART 1-MARKET RULE INFORMATION

Market Rule Amendment Proposal

Identification No.:

MR-00335-R03

Subject: Market Administration

Title: Revisions to the Suspension, Termination, and Disection Provisions for Events of
Default

Nature of Proposal: X Alteration [ ] Deletion [ ] Addition

Chapter: 8 Appendix:

Sections: 2.4

Sub-sections proposed for amending:

2.4.12. 2 (haw)

PART 2—-PROPOSAL HISTORY —PLEASE REFER TO MR-00335-R00

Version Reason for Issuing

Version Date

Approved Amendment Publication Dat

1)

Approved Amendment Effective Date:

IMO-FORM-1087 v.11.0
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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 addthesasove reason and impact of the
proposed amendment on t#ESO-administered markets

Summary

Consequential to the market rule amendments ideatiih MR-00335-R00 it is proposed to modify
section 2.4, “Submitting and Revising Physical &ital Contract Data” in Chapter 8 of the market
rules. This proposed modification would elimintte ability of a seller to backdate changes in
physical bilateral contracts to a date prior todbeurrence of the event of default where the big/ar
default, which will prevent the seller from retrtigely transferring the obligations of the defanudfi
buyer to the market. It is also proposed to inaerbbligation on the IESO to notify any countetigar
to PBC contracts registered with the IESO whenadadrtbe parties to those contracts has committed an
event of default and is subject to an IESO notidatent to suspend or a suspension notice.

The intent of these proposed modifications is tsued that the IESO-administered markets do not
carry a financial risk in the event that an evdrdefault has occurred in respect of either a bayer
seller of a physical bilateral contract registength the IESO. These proposed modifications will
reduce the risk of non-defaulting market particigareing required to cover the shortfalls via the
default levy.

Background

Please see MR-00335-R00.
Discussion

Section 2.4.12

It is proposed to amend section 2.4.12 of Chapter &pdating the embedded cross-references to
reflect changes made in section 6.3 of Chapter@@sosed in MR-00335-R00 and to insert an
obligation on the IESO to notify any counterparte®BC contracts registered with the IESO for
which the selling market participant has been idsurotice of intent to suspend or a suspensioerord
by the IESO.

Section 2.4.13

IT is proposed to insert a new section 2.4.13 @itapter 8 of the market rules. This section inioes
cross-reference to section 6.3.5 of Chapter 3 amusert an obligation on the IESO to notify any

counterparties to PBC contracts registered witHESO for which the buying market participant has
been issued a notice of intent to suspend or a&ss&m order by the IESO.
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PART 4 —PROPOSEDAMENDMENT

2.4 Submitting and Revising Physical Bilateral Cont  ract
Data

69%A—1—e#@hapter%—sh$pply—lf atheIESO|ssues anotlce of |ntent to

suspenar asuspension orddp a-selling market participantemmits-areventof
default section 6.3.4 of Chapter 3 shall apply andiBEf@O shall notify any
buying market participanivho is counterparty to any eélling market
participant’s physical bilateral contractegistered with théESOof thelESO’s
actions.

2.4.13 Ifthe [IESOissues anotice of intent to suspema asuspension orddo a-abuying
market participancommitsareventof defdtl section 6.3.4 of Chapter 3 shall
applyand thd ESOshall notify anyselling market participamivho is a
counterparty to any of theuying market participant’s physical bilateral coatts
registered with théESOof thelESO’sactions..

PART 5—1ESO BoARD DECISION RATIONALE

Insert Text Here
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MR-00335-R04

Power to Ontario.

On Demand.

PART 1-MARKET RULE INFORMATION

Market Rule Amendment Proposal

Identification No.:

MR-00335-R04

Subject: Market Administration

Title: Revisions to the Suspension, Termination, and Disection Provisions for Events of
Default

Nature of Proposal: X Alteration [ ] Deletion [ ] Addition

Chapter: 9 Appendix:

Sections: | 2.4

Sub-sections proposed for amending: 2411

PART 2—-PROPOSAL HISTORY —PLEASE REFER TO MR-00335-R00

Version Reason for Issuing

Version Date

Approved Amendment Publication Dat

1)

Approved Amendment Effective Date:
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

Provide a brief description of the following:

* The reason for the proposed amendment and the trapabelESO-administered markeifsthe
amendment is not made.

» Alternative solutions considered.

* The proposed amendment, how the amendment addtess@sove reason and impact of the
proposed amendment on #ESO-administered markets

Summary

Consequential to the market rule amendments ideatiih MR-00335-R00 it is proposed to modify
section 2.4, “Collection of Physical Allocation @&in Chapter 9 of the market rules. Similar te th
changes proposed in MR-00335-R03 the rationaléhferrule amendment is to prevent the IESO-
administered markets from facing financial riskattmight occur if a defaulting market participant’s
physical allocation data was modified to the eftlet it prompted the issuance of a default levy to
non-defaulting market participants.

Background
Please see MR-00335-R00.

Discussion

Section 2.4.11

It is proposed to amend section 2.4.11 of Chapt®r 9pdating the cross-references and by recrafting
this section in plainer language. The updatedsereferences are consequential to the amendments
proposed in MR-00335-R00. It is also proposedseit an obligation on the IESO to notify any MRs
who allocated metering data to the market partitipeho is the subject of the IESO’s actions of the
IESO'’s actions.

PART 4 — PROPOSEDAMENDMENT

2.4 Collection of Physical Allocation Data

2411 If the IESQissues anotice of intent to suspemd asuspension ordeio amarket

;:_)artlcugan Where%h&%@s&&esﬂefa&%neﬁe&e&m&ﬂeet—pa%p&n&e

&pply—l#&#ﬁ%kekp&m%e&mhat has been aIIocateubterlnq datamder section
2.4.5commitsareventof defadltsection 6.3.5 of Chapter 3 shall apply and the
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IESOshall notify anymarket participantwvho has allocateohetering datao the
market participanivho is the subject of tHESO’sactions.

PART 5—1ESO BoARD DECISION RATIONALE

Insert Text Here
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MR-00335-R05

Power to Ontario.

On Demand.

PART 1-MARKET RULE INFORMATION

Market Rule Amendment Proposal

Identification No.:

MR-00335-R05

Subject: Market Administration

Title: Revisions to the Suspension, Termination, and Disection Provisions for Events of
Default

Nature of Proposal: X Alteration [ ] Deletion [ ] Addition

Chapter: 11 Appendix:

Sections:

Sub-sections proposed for amending:

PART 2—-PROPOSAL HISTORY —PLEASE REFER TO MR-00335-R00

Version Reason for Issuing

Version Date

Approved Amendment Publication Dat

1)

Approved Amendment Effective Date:

IMO-FORM-1087 v.11.0
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PART 3—EXPLANATION FOR PROPOSEDAMENDMENT

Provide a brief description of the following:

* The reason for the proposed amendment and the irapabelESO-administered markeifsthe
amendment is not made.

» Alternative solutions considered.

* The proposed amendment, how the amendment addtess@sove reason and impact of the
proposed amendment on lEESO-administered markets

Summary

Consequential to the amendments proposed in MRBE&E® it is proposed in MR-00335-R05 to
delete one defined term (“default notice”), insertew defined term (“notice of intent to susperatiyl
modify one defined terms for cross-reference purpdsuspension order”). Furthermore due to a
change in provincial legislation there is a conssjal and necessary modification required to the
defined term “business day”.

Background
Please see MR-00335-R00.

Discussion

Business Day

The current definition of “business day” referghieInterpretation Act ThisActwas repealed by the
Ontario government effective July 25, 2007 andaegdl with thd_egislation Act Consequentially
there is a need to update the existing definitiotbosiness day” in Chapter 11 of the market rules.

Default Notice

The amendment deletes the defined term “defauiteiofrom Chapter 11 of the market rules. As
discussed in MR-00335-R00, the default notice isused by the IESO because it can cause cross:
defaults under other credit obligations of the Mié & being replaced by a new “notice of intent to
suspend”.

Notice of Intent to Suspend

A new defined term “notice of intent to suspendil e inserted into Chapter 11 of the market rules.

Suspension Order

It is proposed to modify the defined term “suspengirder” by updating the embedded cross-reference
from 6.3 to 6.3A. This modification is consequahto the revisions proposed in MR-00335-R00
which separate the provisions relating to eventdeddiult from the provisions dealing with suspensi
orders.

|}
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PART 4 — PROPOSEDAMENDMENT

business dagneans any day other than a Saturday, a Sundagaliday as
defined insection 88 otection29-of the-Interpretation-Acti@rioythe
Legislation Acand, where expressed by reference to the jurisdicifa market
participantother that the Province of Ontario, means any dagrdhan a
Saturday, a Sunday or a day on which banks ar@axghl or required to be
closed in the jurisdiction of thatarket participant

notice of intent to suspemdeans a notice issued by IBESOto amarket

participantunder section 6.3.3.1 of Chapter 3

suspension ordemeans an order issued pursuant to sectioh 6fhapter 3
suspending all or part of the rights ofmarket participanto participate in the
IESO-administered markets to cause or permit electricity to be convey#ad,i
through or out of th&ESO-controlled grig

PART 5—1ESO BoARD DECISION RATIONALE

Insert Text Here
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APPENDIX A
TABLE OF CONCORDANCE —REVISIONS TO SUSPENSION, TERMINATION AND _DISCONNECTION
PROVISIONS FOR EVENT OF DEFAULT

How to use this table: The left-hand column lists provisions by the sechumber assigned to it in
the revised rules. The middle column identifies wehte provision is NEW or is derived from an
existing provision(s). The comments in the rigatd column highlight any change to the existing
rule and provide the rationale for the change.ef&nence to “Plain language rewrite” means the rule
has been rewritten to improve clarity but has re@rbchanged in any substantive respect.

Revised Rule Current Rule Comments
Chapter 3 — Please Refer to MR-00335-R00

6.2A 6.4&6.5 Creates a new section 6.2A to deal saldly
persistent breaches and consolidate provisiongiatlyr
spread throughout section 6.4 and 6.5.

6.2A.1 6.42&6.5.1 Consolidates sections 6.4@@&5.1 into a single
provision and did a plain language rewrite.

6.2A.1.1 NEW Grants the IESO the authority to in@assuspension
where the remedy of termination or de-registratiay
not be appropriate for an MP that persistently thea
the rules. A suspension order is a more moderate
sanction than either a termination or de-regisirati
order. The IESO may use a suspension order as a
means to facilitate the return of an MP that has
persistently breach the market rules to the IESO-
administered markets if it takes the necessarsdtep
correct its practices that resulted in past bremche

6.2A.1.2 6.4.2 Plain language rewrite.
6.2A.1.3 6.5.1 Plain language rewrite.
6.2A.2 6.5.2 Plain language rewrite.
6.2A.2.1 NEW Requires the IESO to identify whettés seeking to

suspend or terminate an MP or de-register faalitie
This will provide transparency and clarity to the
impacted MP as to what course of action the IESO
specifically is going to take.

6.2A.2.2 6.5.2.1 Plain language rewrite.

6.2A.2.3 6.5.2.2 No change.

6.2A.2.4 6.5.2.3 No change.

6.2A.3 6.5.3 Amended such that where the facititguestion is

embedded behind another MP that is not a transmitte
or a distributor, the IESO would be obligated tovpde
that MP with a copy of the notice.
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Revised Rule Current Rule Comments

6.2A4 6.5.5 Plain language rewrite. The lastesacet from the
originating rule “in such case the IESO shall nake
the determination noted in section 6.5.4.1 unthsu
hearing has been held” has not been carried forward
into the new market rule 6.2A.4 (see below) becaus
the hearing in question has been abolished thas thi
phrase is no longer needed.

(4]

6.2A4.1 6.5.5 Plain language rewrite.

6.2A.4.2 6.5.5 Plain language rewrite. Pleaseceg@ment in regard
to rule 6.2A.4.

6.2A.5 6.5.4 Plain language rewrite

6.2A.6 6.5.9 Amended such that where the facititguestion is

embedded behind another MP that is not a trangmitte
or a distributor, the IESO would be obligated tovyide
that MP with a copy of the notice.

6.3 6.3 Separates provisions relating to events ofuliefieom
provisions dealing with suspension orders to make i
easier to follow the two processes.

6.3.1 6.3.1 All events listed will now also be etgeof default if
they relate to a person that provides prudentigpstt
for an MP. This will ensure the IESO can take stiep
protect the market in all circumstances where the
person that has provided prudential support has
committed an event of default.

6.3.1.1 6.3.1.1 Plain language rewrite.

6.3.1.2 6.3.1.2 Eliminates the reference to a ‘witinebusiness day
[sic] in the jurisdiction of thenarket participarit This
wording made the provision difficult to follow.
Further, it applied only where the MP was in anothe
jurisdiction and did not cover situations whereMdip's
prudential support provider or its financial ingtibn
were located outside of Ontario. In the IESO’swie
each of these cases should be treated in the same
manner.

In place of this provision, the IESO proposes that
where an MP or a prudential support provider cannat
access its financial institutions within the tinegjuired
because of a holiday in another jurisdiction, tB8©

will use its discretion under the revised sectidh®to
manage the situation without issuing a notice tdrin

to suspend.
6.3.1.3 6.3.1.3 Plain language rewrite.
IMO-FORM-1087 v.11.0 Public Page 31 of 38
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Revised Rule

Current Rule

Comments

N/A

6.3.1.4&6.3.1.5

Sections 6.3.1.4 and 6.3vieBe eliminated because
these provisions potentially put an MP in default
because of its obligation to comply with other laws

6.3.1.4 6.3.1.6 Plain language rewrite.
6.3.1.5 6.3.1.7 Plain language rewrite
6.3.1.6 6.3.1.9& Consolidates 6.3.1.9 and 6.3.1.14 to eliminate
6.3.1.14 repetition. As the preamble to this section now
includes the phrase “or the person that has prdvide
prudential support in relation to the market pgraat”,
the reference to a MP’s prudential support provider
longer needs to be in this subsection.
6.3.1.7 6.3.1.8 Plain language rewrite.
6.3.1.8 6.3.1.10 Plain language rewrite.
6.3.1.9 6.3.1.11 Plain language rewrite.
6.3.1.10 6.3.1.12 & Consolidates section 6.3.1.12 and 6.3.1.13 dueeto t
6.3.1.13 changes to the preamble in 6.3.1.
6.3.1.11 6.3.1.15 Plain language rewrite.
6.3.2 6.3.2 Plain language rewrite.
6.3.2.1 6.3.2.1 Plain language rewrite.
6.3.2.2. 6.3.2.2 Plain language rewrite.
6.3.3 6.3.3 Grants the IESO discretion, rather tharobligation,

to issue a notice of intent to suspend when antefen
default occurs. The IESO will exercise this disore
when it has determined that a payment due from Bn
Is delayed due to circumstances that are beyond thg
control of the MP (e.g. bank error, holiday in drest
jurisdiction, etc.). The IESO will require satisfary
proof from the MP that it has taken all steps wntit$
control to satisfy this obligation.

Replaces the default notice and the notice of triten
commence suspension proceedings (referred to as
“NIC”) in section 6.3.3 with a single “notice oftent

to suspend”. There is a risk that the issuan@e of
default notice may cause cross-defaults under other
credit obligations of the MP. To avoid this outathe
IESO amended the rule previously to create the NIC
(MR-00184-R00-R02) as an alternative procedure.
However, after the creation of the NIC, the default
notice fell into disuse and the IESO relied solatythe
NIC. The amendment eliminates the redundant def

the

Aaul

notice and renames the NIC to bring into line wité
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Revised Rule

Current Rule

Comments

revised suspension procedures.

6.3.3.1

6.3.3.1 &6.3.7

Eliminates the inconsisyenetween the current
section 6.3.3.1 and 6.3.7 by standardizing the fone
remedying an event of default to 2 business day=s
prior reference to 5 days in section 6.3.3.1 isawsd
because it has limited application (it only apploer
the Easter and Christmas breaks) and was judgadit
unnecessary complexity.

The provision also grants the IESO the ability to
specify a longer period for remedying an event of
default in the notice. The IESO intends to uss thi
discretion to manage cases where the MP cannot c
the default within 2 business days but can prothde
IESO with reasonable assurance that it will do so
shortly thereafter (e.g. expecting a large payriret
or 4 days, etc.). The IESO would determine this
through direct communication with the MP.

ure

6.3.3.2

6.3.3.3

Plain language rewrite.

6.3.3.3

NEW

Clarifies the IESO's right to set off such that aepate
payable to an MP including any rebate under sectio
4.8.2 of Chapter 9, can be claimed against the MP’S
pre-filing arrears.

In the event that an MP files for creditor protentithis
provision should strengthen the IESO’s claim tolgpp
any rebate that accrued before the filing, but mats
payable until after the filing, to the MP’s preifidy
arrears.

6.3.4

6.3.3B.1 &
6.3.9A.1

Consolidates section 6.3.3B.1 and 6.3.9A.1 to avoid
duplication.

6.3.4.1

6.3.3B.1 &
6.3.9A.1

Extends the time period during which physical leitat
contract (PBC) quantities are deemed to be zeRL P
guantities are deemed to be zero so that any marke
related monies flowing to the seller from the marke
participant are directed to the IESO. This alldkes
IESO to ensure these funds are used to pay detits t
are related to the IESO-administered markets. The
deeming provision currently runs from the date of a
notice of intent to suspend and once amended wvill r
from the date of event of default. This changé wil
bring the date of deeming into line with the date o
which the market’s exposure begins.

-

6.3.4.2

NEW

Eliminates the ability of a seller tckdate changes ir
physical bilateral contracts (PBC) to a date ptiothe
occurrence of the event of default where the bisyar

default. This will ensure that the obligationgtud
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Revised Rule Current Rule Comments

defaulting buyer to the seller cannot be retroadyiv
transferred to the market. If a market participzas
contracted to buy all of its electricity from aneth
market participant via a PBC then the IESO invoice
sent to the PBC buyer will not reflect the costhait
electricity. Under the current market rules, tiCP
seller has the ability to backdate changes to Bé P
and therefore change the amount of money that the
PBC buyer owes to the market versus the PBC seller.
The risk to the market that exists in the curreigs is
if the PBC buyer declares bankruptcy the PBC ssller
ability to backdate PBC changes can result in B€ P
buyer owing the market money without the prudestial
to support the obligation. This significantly iresses
the probability of a default levy to market parpiants.

=

6.3.5 6.3.3B.2 & Consolidates section 6.3.3B.2 and 6.3.9A.2 to avoid
6.3.9A.2 duplication and extends the time period during Wwhic
physical allocation data is deemed to be zero.siealy
allocation data is deemed to be zero so that amigenal
related monies flowing to the seller from the marke
participant are directed to the IESO-administered
markets. This allows the IESO to ensure thesesfunc
are used to pay debts that are related to the IESO-
administered markets. The provision currently runs
from the date of a notice of intent to suspenditid
now run from the date of event of default. Thiamge
will bring the date of deeming into line with thatd on
which the market’'s exposure begins.

6.3.6 6.34 Plain language rewrite.

6.3.6.1 6.3.4.1 Plain language rewrite. Wordinthwéspect to how
default interest is calculated was removed becthase
information is contained within the definition ftris

defined term. The phrase “reasonably determined hy
the IESO” was removed.

6.3.6.2 6.3.4.2 No change.

6.3.7. 6.3.6 Incorporates the conditions thatlmaimposed after an
event of default is remedied directly into the pson.
These conditions are currently incorporated bysros
references to sections 6.3.8.1 to 6.3.8.3. Thagahftin
the interests of preserving integrity of the markeds
not retained.

6.3.7.1 6.3.6 See comment above on revised segiBon.
6.3.7.2 6.3.6 See comment above on revised segi8on.
6.3.7.3 6.3.6 See comment above on revised segtion.
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6.3A 6.3 See comment above on section 6.3.

6.3A.1 NEW Replaces sections 6.3.7, 6.3.7A, 6.36/8.7C and
6.3.7D, eliminates the need for an additional motic
advising the MP of the IESO'’s intent to issue a
suspension order, and removes the MP’s right to a
hearing before the IESO Board for a suspensiorrorde
The additional notice was to advise the MP thhad a
right to request a hearing before the IESO Boafdrbe
being suspended. Because the hearing before el Bo
has been eliminated, the additional notice is not
required. The elimination of the hearing before th
IESO Board will reduce the length and complexity of
the suspension process. As discussed in the ssibmis
document, the IESO believes the hearing process
increases the risk to the market and is unnecegsary
light of other procedural protections availablato
defaulting MP.

6.3A.1.1 NEW Under the revised rules, the suspengiocess will be
streamlined and the IESO will have a right to sus&
defaulting MP that fails to cure an event of deffaul
within 2 business days or such longer period altbwe
by the IESO. This approach is similar to that usgd
NYISO and MISO, which both have a right to suspend
or terminate a participant that fails to cure aarg\of
default within 2 business days.

6.3A.1.2 NEW Allows the IESO to issue a suspensialer without
the need to issue a notice of intent to suspend in
circumstances where it would not be possible fer th
MP to cure the event of default within 2 businesgsd
For example, in cases where the MP has ceasedrjo|ca
on business, or is wound up, issuing a noticesof it
intent to suspend serves no purpose and exposes the
market to 2 additional days of risk. Allowing tHeSO
to move directly to suspension in such cases wdllce
the length and complexity of the process and better
protect the market against risk of default lewyis|
possible for a wound up business to still consume
electricity due to a court supervised processhikh
circumstance the IESO would be a participant in the
court supervised process to ensure the IESO-
administered markets are kept whole.

6.3A.1.3 NEW See comments on 6.2A.1.1

6.3A.2 6.3.11 Plain language rewrite. In addititre phrase “and/or
other market participant” to capture the situafon
which the suspended market participant is in fact
embedded within another market participant thabts
a transmitter or distributor. In this situatior tfother
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market participant” would also receive a copy @& th
order.

6.3A.3

6.3.12

Plain language rewrite.

6.3A.4

6.3.9

Plain language rewrite.

6.3A.4.1

6.3.9.1

No change.

6.3A.4.2

6.3.9.2

Clarifies the IESO's right to efft See the comment
on section 6.3.3.3 for further information.

6.3A.4.3

6.3.7.2

Allows the IESO to issue a dis@mtion order when
suspending an MP. The revised rule does not ieciu
reference the IESO providing a notice of IESO itten
issue the disconnection order because that notice
related to a hearing process that is being elirathat

6.3A.4.4

6.3.9.4

No change.

6.3A.5

6.3.8

Plain language rewrite. The firsuska of this section
in the originating rule has been moved into section
6.3A.5 and the second clause in the originating hals
been moved into 6.3A.6. Additionally sub-sections
6.3.8.1/6.3.8.2/6.3.8.3 have respectively been chove
revised rules 6.3.7.1/6.3.7.2/6.3.7.3. Please see
comments on revised rule 6.3.7.

6.3A.6

6.3.8

Plain language rewrite.

6.4

6.4

Deals with the termination of an MP. Provisions
relating to persistent breaches have been remawtd
consolidated in 6.2A.

6.4.1

6.4.1

Eliminates the need for an additiomdice advising
the MP of the IESO’s intent to issue a terminatoder
and removes the MP’s right to a hearing before the
IESO Board for a termination order. The eliminatio
of the hearing before the IESO Board will reduce th
length and complexity of the termination proceAs.
discussed in the submission document, the IESO
believes the hearing process increases the risleto
market and is unnecessary in light of other procadu
protections available to a defaulting MP.

6.4.1.1

6.4.1.1

Shortens the length of time betioed ESO terminate :
suspended MP that has failed to cure an event of
default from 20 business days to 5 business dalis
will streamline the termination process and redbee
market’s exposure.

6.4.1.2

6.4.1.2

Plain language rewrite.
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6.4.1.3 NEW Added a right to terminate an MP teavound up,
dissolves or otherwise ceases to exist. This avibid
need for a suspension proceeding when the MP no
longer exists and allows the IESO to proceed direat
termination in such cases. See the comments on
section 6.3A.1.2 for further information.

6.4.1.4 6.4.2 Plain language rewrite

6.4.2 6.4.7 Plain language rewrite. In addititwe, phrase “and/or
other market participant” to capture the situafion
which the terminated market participant is in fact
embedded within another market participant thabis
a transmitter or distributor. In this situatiore ttother
market participant” would also receive a copy @& th
order.

6.4.3 6.4.4A Eliminates the obligation on the IE®Ussue a
disconnection order when an MP is terminated. The
IESO will use this discretion in cases where

disconnecting a defaulting MP would affect another
MP embedded behind the defaulting terminating MR or
where disconnection would harm the environmer, ris
to public/worker safety, etc. The IESO Board has
directed the IESO to provide to the Board the déte
by which the IESO would exercise its discretionemd
this proposed market rule amendment.

6.4.4 6.4.9 Plain language rewrite.

6.5 6.5 Deals with the de-registration of an MP’s fiiei$.
Provisions relating to persistent breaches hava bee
removed and consolidated in 6.2A.

6.5.1 6.5.1 Plain language rewrite.

N/A 6.5.7 Section 6.5.7 was deleted because itrefetitive of
sections 3.4.1.5 and 3.7.1.5 in Chapter 5 of thketa
rules.

6.5.2 6.5.8 Plain language rewrite.

6.5.3 6.5.6 Eliminates the obligation on the IE®@ssue a

disconnection order when the facilities of an M ar
deregistered. This discretion will be exercisethis
same manner as described for section 6.4.3 above.

6.5.4 6.5.11 Plain language rewrite.

Chapter 2 — Please Refer to MR-00335-R01

8.2.2 8.2.2 Modifies IESO obligation to issue aic®bdf default
levy by converting it to a permission. This praesd
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the IESO with discretion on whether to issue aagot
of default levy when an MP is suspended or
terminated. The existing language does not refleg
the IESO'’s practice of using the default levy as a
means of last resort when a MP defaults. To diage
IESO has never issued a default levy and would on
do so in circumstances where it was certain thet th
outstanding amount could not be collected from a
defaulting MP.

Chapter 3 — Please Refer to MR-00335-R02

[

5.3.1.5A 5.3.1.5A Delete references to show caesgifiigs for
suspension, termination, or disconnection ordars fo
financial events of default. MR-00335-R00 propadse
remove the show cause hearings in these instances.
6.2.1 6.2.1 Updates cross-references.

Chapter 8 — Please

Refer to MR-00335-R03

2412 2412 Updates cross-references and plaguéme rewrite
and inserts an obligation on the IESO to notify any
buying market participants who may be impacted by
the IESO notices referred to in this section.

2.4.13 New Introduces cross-reference to sectidd @f Chapter 3

and inserts an obligation on IESO to notify anyiisgl

market participants who may be impacted by the IES

notices referred to in this section.

Chapter 9 — Please

Refer to MR-00335-R04

24.11

24.11

Updates cross-references and plagusge rewrite
and inserts an obligation on the IESO to notify any
market participant who has allocated metering ttata
the market participant who is the subject of th8TEs
actions.

Chapter 11 — Please Refer to MR-00335-R05

1

1

Updates the definition dfusinesslay. The current
definition refers to thénterpretation Actwhich was
repealed effective July 25, 2007 and replaced thith
Legislation Act

Deletes definition oflefault notice

Introduces definition ofiotice of intent to suspend

Updates cross-reference in definitionsobpension
order
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