

MEMORANDUM	


October 24, 2000


Dave Butters
Executive Vice President
OEB International

Standard Physical Bilateral Power Purchase Contract
- Market Rule Considerations

As requested at the meeting on October 11, 2000, I have listed in the attached table market rules which may be relevant to the development of a standard physical bilateral contract (PBC).  The intent of this list is to identify areas of the market rules that parties to a PBC  may want to take into account.

It is worth repeating that the IMO supports the effort of the development of standard PBC contracts, and other related activities that will lead to a more robust and efficient wholesale market. Although the IMO need not endorse any particular form of contract, since the terms are matters between the two parties involved, it is to the advantage of all that contracts are compatible with market rules. 
    
I look forward to further discussions. If you have any questions about the attached material you can call me at 905-212-3564 




Jack Lubek
Senior Engineer
Corporate & Market Development
IMO

Attach

cc:   Barry Chuddy
        Paul Murphy
        Larry Murphy
        Rob Cary 
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Market Rule Considerations for Physical Bilateral Contracts


	Chap
	Sect
	Market Rule[footnoteRef:2]  [2:  This represents the subject matter or a paraphrasing of the actual market rule.] 


	Possible PBC Consideration

	2
	2.2.2
	The IMO dispute mechanism process is available to market participants.
	Whether contract disputes are resolved through the IMO dispute process. 

	2
	5.3.4C
	Adjustment to maximum net exposure related to PBC, following a suspension order to the seller 
	The PBC may want to consider this, and certainly other impacts, in the event of suspension, termination (etc.)

	2
	5.3.6A
	For the first 6 months after market opening, maximum net exposure may not be reviewed upon submission of PBC data or revisions unless the change exceeds 15%.
	The timing of recalculation of MNE may or may not have an impact on PBC contract terms.

	2
	5.7.2
	Prudential support obligations can be met through various means
	The PBC may specify the manner in which the seller may assist the buyer in meeting its prudential support obligation to the IMO (i.e. guarantee or cash deposits).

	7
	8
	Uniform market price
	Implication for contract if locational pricing is introduced within the period of the contract.

	7
	10
	Capacity reserve market
	Treatment of any capacity reserve charges (part of hourly uplift) which may emerge during the period of the contract

	8
	2.1.2
	PBC quantities added or deducted from market participant quantities.
	PBC data can only be used by the IMO to affect calculations for market participants. Thus a market participant can only contract under a PBC with another market participant if it wants to submit the PBC to the IMO.

	8
	2.2.1
	Content of Bilateral Contract data
	PBC should specify the location of sale in a manner which is compatible with identifying a specific primary RWM or intertie metering point.

	8
	2.2.1
2.4.11
	Selling market participant may submit data (See also section 2.4.1)
	PBC can specify the requirement for the seller to submit data and the timing 

	8
	2.2.2
	Seller accepting responsibility for some or all components of hourly uplift for physical bilateral contract quantities.
	PBC should indicate which quantities, if any, the seller accepts and is to be specified in the data submitted to the IMO.[footnoteRef:3]  [3:  The issue of reassigning components is broader than implied here and needs further discussion] 


	8
	2.3.1
	Form of bilateral contract data
	PBC should specify quantities in a manner which will be compatible with IMO capabilities. 

	8
	2.4.1
	PBC data submitted for the purpose of adjusting prudential support obligations. (See also Chapter 2 section 5.3.4 and 5.3.6)
	PBC should require the submission of the PBC data to permit the intended adjustments to prudential support obligations to the IMO.

	8
	2.4.2
	Revisions to PBC data
	Conditions under which PBC quantities may be revised.

	8
	2.4.9    2.4.10
	Acceptance by IMO of PBC data is contingent on there being appropriate prudential support in place
	PBC may deal with the obligation to maintain appropriate prudential support with the IMO and the consequences of the PBC data being rejected by the IMO if prudential support is insufficient 

	9
	2.6.3
	PBC quantities are totals for each settlement hour
	PBC quantity should be a single energy value for any given hour

	9
	5
	Market power mitigation
	PC treatment of OPGI rebate quantities for load






Note: The IMO does not warrant the completeness of this listing.
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