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ONTARIO ENERGY BOARD

IN THE MATTER OF subsections 78(2.1), (3.0.1),
(3.0.2) and (3.0.3) of the Ontario Energy Board Act,
1998;

AND IN THE MATTER OF subsection 53.8(8) of the
Electricity Act, 1998;

AND IN THE MATTER OF Ontario Regulation
453 /06 made under the Ontario Energy Board Act,
1998;

AND IN THE MATTER OF an Application by the
Independent Electricity System Operator as Smart
Metering Entity for an Order fixing a Smart Metering
Charge for July 1, 2012 to December 31, 2017.

APPLICATION

1. The applicant, Independent Electricity System Operator (the “IESO”), is a
corporation without share capital continued under Part II of the Electricity Act,
1998 ("Electricity Act”). The objects of the IESO include to plan, manage and
implement, and to oversee, administer and deliver, the provincial government'’s

smart metering initiative.

2. On March 28, 2007, the IESO was designated as the Smart Metering Entity
(“SME”) by Ontario Regulation 393/07 made under the Electricity Act. The

regulation came into effect on July 26, 2007.

3. The IESO was granted an interim SME licence on September 14, 2007 and
a permanent SME licence on January 27, 2011. The licence is valid until January

26, 2016.
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4. In its role as the SME, the IESO is managing the development of the meter
data management/repository (the “MDM/R”) to collect, manage, store and
retrieve information related to the metering of customers’ use of electricity in

Ontario.
5. The IESQ, in its capacity as SME, hereby applies to the Board for an order:

(a)  under subsections 78(2.1), (3.0.1), (3.0.2) and (3.0.3) of the Ontario
Energy Board Act, 1998 (the “OEB Act”) fixing just and reasonable
rates for the SME; in particular, approval of:

(i) a monthly Smart Metering Charge (“SMC”) of $0.806 per
Residential and General Service <50kW Customer to be
charged to all licenced electricity distributors for the period
July 1, 2012 to December 31, 2017;

(i) an annual automatic adjustment mechanism to update the
billing determinant with the annual changes in the number
of Residential and General Service <50kW Customers listed
in the OEB Electricity Distributor Yearbook;

(iii) a variance account to deal with changes in the SME's costs,

or any revenue surplus or deficiency; and

(b)  under section 5.4.1 of the Distribution System Code approving the
Smart Metering Agreement for Distributors (the “SME/LDC
Agreement”) for use by the SME and local distributor companies
(“LDCs").

6. The SMC will cover costs of the SME in the conduct of its activities and the

costs of the IESO incurred prior to its designation as SME. As a non-profit
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corporation, the SME has not included in the SMC, and is not seeking approval

for, a rate of return.

7. In preparing this application, the SME has consulted with the Electricity
Distributors Association (“EDA”) and representatives of LDCs. The SME has
been advised by the EDA and LDC representatives that the utilities anticipate
proposing that the Board initiate a proceeding on its own motion to issue an
order to implement recovery of the then-approved SMC in the rates of all
distributors, in order to avoid the inefficiencies inherent in requiring every utility

to file its own application for that rate component.

8. The SME also consulted with representatives of LDCs and the EDA in
developing the SME/LDC Agreement. The SME has the support of the EDA
with respect to approval of the SME/LDC Agreement subject to the Board:

(@) endorsing the proposed approach to liability management
contained in Article 7 of the SME/LDC Agreement and providing
LDCs with a regulatory mechanism to promptly recover through
rates prudent costs incurred by an LDC in the event of an MDM/R
failure that disrupts the LDC's operations;

(b)  endorsing the SME’s proposal that an LDC could seek review of an
amendment to the MDM/R Terms of Service by bringing an
application to amend the SME/LDC Agreement; and

(c)  agreeing that the Board will determine any disputes between LDCs
and the SME related to the SME/LDC Agreement that cannot be
resolved through good faith negotiation as provided for in section

8.1 of the SME/LDC Agreement.
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9. The SME has been advised by the EDA that the EDA anticipates
requesting that the Board approve a deferral account for all LDCs to record
prudent costs incurred as result of an MDM/R failure or to manage the risks of
such a failure. The SME supports this request, but is not in a position to lead

substantial evidence on the matter.

10.  The SME proposes the following title for this proceeding: Application for
Approval of a Smart Metering Charge and the Smart Metering Agreement for

Distributors.

11.  The persons affected by this application are all electricity distributors

licensed by the Board and their respective ratepayers.

12.  To effect individual service of this application on each such person would
be very expensive. The IESO therefore proposes that notice of this application be

given by the following means:

(@)  posting this application on the IESO’s website at the “IESO News
and Notices”, and “Regulatory Affairs” pages and the SME's
website “Smart Metering System Implementation Program”. This
information will be automatically announced to all market
participants and interested parties who are registered to receive

[ESO news and other communiqués;

(b)  publishing a Notice of Application in an English and a French

language newspaper in Ontario; and

(c)  providing a copy to all intervenors registered in the SME'’s licence

proceeding (EB-2007-0750).
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13.  The SME has provided pre-filed evidence in support of this application,
which is identified in the Exhibit List. The SME may amend its pre-filed evidence
from time to time, prior to and during the course of the Board's proceeding. In
particular, should the SME identify a material change to its application the SME
will update its pre-filed evidence and may also amend its submission to update

the proposed SMC.

14.  The SME may seek to have additional meetings with Board Staff and
intervenors in order to identify and address any further issues arising from this
submission, with a view to an early settlement and disposition of this

proceeding.

15.  The SME requests that a copy of all documents filed with the Board by
each party to this proceeding be served on the SME and the SME’s counsel in this

proceeding, as follows:
(@) TheSME:

Mr. Brian Rivard
Manager, Regulatory Affairs and Sector Policy Analysis
Independent Electricity Market Operator

Address for personal service:

655 Bay Street, Suite 410
P.O.Box 1

Toronto, Ontario
M5G 2K4

Mailing address:

655 Bay Street, Suite 410
P.O.Box1

Toronto, Ontario
M5G 2K4



Tel:  (905) 855-6135
Fax: (905) 855-6372
Email: brian.rivard@ieso.ca

The SME’s counsel:

Mr. Patrick G. Duffy
Stikeman Elliott LLP

Address for personal service:

5300 Commerce Court West
199 Bay Street

Toronto, Ontario
M5L 1B9

Mailing address:

5300 Commerce Court West
199 Bay Street

Toronto, Ontario
M5L 1B9

Tel: (416) 869-5257
Fax: (416) 947-0866
Email: pduffy@stikeman.com
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DATED at Toronto, Ontario, this 23vd day of March, 2012.

INDEPENDENT ELECTRICITY SYSTEM
OPERATOR

?B_q/—]

By its counsel in this proceeding

Patrick G. Duify
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BACKGROUND AND LEGAL AUTHORITY

16.  The Smart Metering Initiative (“SMI”) is the provincial government’s
policy of ensuring that Ontario electricity consumers are provided, over time,
with smart meters. The goal of the SMI is to create a conservation culture and a
toolset for demand management based upon the province-wide deployment of

smart meters.

17.  On July 26, 2006, the provincial government entered into an arrangement
with the IESO under which the IESO would support the SMI by coordinating
and project managing implementation activities for the MDM/R. The
government also issued Ontario Regulation 452/06 (Additional Objects of the
IESO) which added the following as objects of the IESO:

1. To plan, manage and implement the smart
metering initiative or any aspect of the initiative.

2. To oversee, administer and deliver the smart
metering initiative or any aspect of the initiative.

18.  To carry out its role, the JESO established the Smart Metering System
Implementation Program (“SMSIP”), the scope of which includes:

(a) development of the functional/technical specifications of the
MDM/R requirements and associated business standards and

Processes;

(p)  development and evaluation of a Request for Proposal for a

turnkey MDM/ R Contract;

(c)  negotiation and management of the MDM/R Contract;
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(d)  acceptance testing of the MDM/R system functions and business

Pprocesses;

(e)  integration of LDCs’ Advanced Metering Infrastructure (*AMI”)
and Customer Information Systems (“CIS”) with the MDM/R;

® set-up and operation of the SME; and

(g) support of the provincial government’s consumer education and

awareness prograrn

19. The MDM/R is a storage and data management system for smart meters
that conforms to Ontario Regulation 425/06 (Functional Specification for an
Advanced Metering Infrastructure) as amended by Ontario Regulation 440/07. The
MDM/R is being utilized to collect, manage, store and retrieve information
related to consumers’ use of electricity in Ontario. It has the capability to receive
smart meter read data from an LDC’'s AMI; validate, estimate and edit (“VEE")
the smart metering data; and transmit billing quantities data back to the LDC for

use in customer billing.

20.  The first phase of the SMSIP was to select an operational service provider
to develop and operate the MDM/R. After the completion of a competitive
Request for Proposal process overseen by a Fairness Commissioner, the SME
selected IBM Canada Ltd. (“IBM Canada”) as the operational service provider for
the MDM/R. The Fairness Commissioner’s review (attached as Appendix “A” to
Exhibit C-1) noted that:

The IESO conducts procurement in a manner that
stands the test of public scrutiny, encourages

competition and reflects fairness in the spending of
public funds. Competition among proponents is
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encouraged through open processes that afford
vendors equal access to IESO procurement
opportunities.

[..]

In conclusion, based on our review, we are safisfied
that the MDM/R RFP process was conducted in a
procedurally fair, open, and transparent manner. We
detected no bias either for or against any particular
Respondent in the application of the evaluation
criteria. The evaluation criteria published in the RFP
were applied objectively to each Base or Alternative
Proposal using the process set out in the RFP,

21.  The SME entered into the MDM/R Development Hosting and Support
Agreement dated December 5, 2006 with IBM Canada (the “MDM/R
Agreement”). A turnkey approach was taken under which IBM Canada is
responsible for building and delivering and supporting the MDM/R. Under the
MDM/R Agreement, IBM Canada is operating the MDM/R for an initial period
of four years, from March 1, 2008 to March 31, 2012. The SME provided notice to
IBM Canada under the MDM/R Agreement to operate the MDM/R for an
additional two years ending March 31, 2014.

22, On March 28, 2007, the IESO was designated as the SME by Ontario
Regulation 393/07 (Smart Metering Entity) under the Electricity Act.  The
regulation came into effect on July 26, 2007. The objects of the SME are specified
in section 53.8 of the Electricity Act and include:

1. To plan and implement and, on an ongoing
basis, oversee, administer and deliver any part of the
smart metering initiative as required by regulation
under this or any Act or directive made pursuant to
sections 28.3 or 28.4 of the Ontario Energy Board Act,
1998, and, if so authorized, to have the exclusive
authority to conduct these activities.
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2. To collect and manage and to facilitate the
collection and management of information and data
and to store the information and data related to the
metering of consumers’ consumption or use of
electricity in Ontario, including data collected from
distributors and, if so authorized, to have the
exclusive authority to collect, manage and store the
data.

3. To establish, to own or lease and to operate one
or more databases to facilitate collecting, managing,
storing and retrieving smart metering data.

4. To provide and promote non-discriminatory
access, on appropriate terms and subject to any
conditions in its licence relating to the protection of
privacy, by distributors, retailers, the OPA and other
persons,

i to the information and data referred to in
paragraph 2, and
ii. to the telecommunication system that permits

the Smart Metering Entity to transfer data
about the consumption or use of electricity to
and from its databases, including access to its
telecommunication equipment, systems and
technology and associated equipment, systems

and technologies.
5. To own or to lease and to operate equipment,
systems and technology, including

telecommunication  equipment, systems and
technology that permit the Smart Metering Entity to
transfer data about the consumption or use of
electricity to and from its databases, including
owning, leasing or operating such equipment,
systems and technology and associated equipment,
systems and technologies, directly or indirectly,
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including through one or more subsidiaries, if the
Smart Metering Entity is a corporation.

6. To engage in such competitive procurement
activities as are necessary to fulfil its objects or
business activities.

[.]

EB-2011-0100
Exhibit B
TAB1

Page 5 of 7

Ontario Regulation 393/07 (Smart Metering Entity), as amended by

Ontario Regulation 233/08, granted the SME the exclusive authority to carry out

the following functions:

1. Specifying its database and system interface
requirements and information and data transfer
requirements,

2. Receiving smart metering data for the purpose
of carrying out the functions in paragraphs 3, 4 and 5,
including receiving other information necessary for
those functions.

3. Providing all services, as specified by the
Smart Metering Entity, performed on smart metering
data to produce billing quantity data, including
validation, estimating and editing services.

4. Managing access rights to smart metering data
and data derived from smart metering data in a
manner consistent with the objects of the Smart
Metering Entity set out in paragraph 4 of section 53.8
of the Act.

5. Subject to subsection (2), maintaining and
operating a database of,

i. smart metering data and other data that
is necessary for the Smart Metering Entity to
perform the exclusive functions referred to in
paragraph 3, and
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ii. data that is derived through the
exclusive functions referred to in paragraph 3.

24.  The OEB Act provides the Board with the legal authority to allow the IESO
(in its role as SME) to incur and recover costs that fall into the following two

categories:

(a)  costs incurred by the IESO prior to its designation as SME on July
26, 2007, which are recoverable through a Board order under
subsection 78(3.0.3) of the OEB Act and Ontario Regulation 453/06;

or

(b)  actual and forecast costs related to the IESO’s role as SME after July
26, 2007, which are recoverable through a Board order under
subsection 53.8 of the Electricity Act and subsections 78(2.1) and
(3.0.1) of the OEB Act.

25.  Since the outset of its role in the SMI, the IESO has been tracking and
recording the costs associated with the SMSIP and its role as the SME in accounts
separate from the financial records for the IESO-controlled grid and the IESO-

administered markets.

26. The MDM/R went live into production operations on March 1, 2008 with
its first LDC. Further development and updates have continued and new
functionality was released in 2009 and 2011. A release of further functionality is
planned for 2012.

27.  As of March 19, 2012, 70 LDCs and over 4.3 million smart meters were
enrolled with the MDM/R. The MDM/R is receiving and processing reads from

over 3.6 million smart meters on daily basis. The numbers of LDCs and meters
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registered with the MDM/R continues to increase to meet the provincial
government’s objective of having all Regulated Price Plan customers enabled for

time-of-use billing,
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TRANSITION TO A NEW SME

28,  The IESO was designated as the interim SME so that the IESO could
leverage its expertise to bring the MDM/R into operation and support the
provincial government’s SMSIP under which eligible customers’ meters will be
registered under the MDM/R. In light of the IESO’s transitional role, the IESO
recognizes that measures need to be in place to ensure a smooth transfer of SME
responsibilities from the IESO to an entity that performs the SME role on a

permanent basis.

29. Given that the MDM/R is integrated into an LDC's “meter-to-bill”
process, the IESO believes it is appropriate to transition the SME role from the
IESO to the control of the province’s LDCs. The IESO recognizes that LDCs must
be fully engaged in the implementation of the SMSIP and the operation of the
MDM/R if the provincial government's smart metering initiative is to succeed.
For this reason, the involvement of LDCs in the governance of the SME is critical.
This requires a transition plan that provides for LDC representation in MDM/R
governance in the near term and a structure to transition the SME to LDC-control

in the longer term.

30. The IESO, in collaboration with LDCs represented by the EDA, has
developed a plan for the transition of the SME role that meets these objectives.
The IESO has established a non-profit corporation under the Canada Corporations
Act named The Organization for Smart Meter Services in Ontaric (the “MDM/R
Co.”) that it will request be designated as the SME by regulation under section
53.7 of the Electricity Act. The IESO and the EDA entered into 2 Memorandum of
Understanding providing LDCs with a role in the governance of the MDM/R
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Co. Under the Memorandum of Understanding, as and when prescribed

milestones are satisfied, and subject to government concurrence, the MDM/R

Co. will become independent of the IESO. This transition is described in more

detail below.

31.  The IESO currently acts as the sole “member” of the MDM/R. Under the

transition plan, the MDM/R Co. would initially be structured as follows:

(@)

(b)

The board of directors of the MDM/R Co. consists of up to 11
members to be appointed by the IESO. A majority of board
members will be representatives of LDCs nominated by the EDA to

be appointed following:

(i} the Board's issuance of a permanent SME licence and

approval of a Smart Metering Charge;
(i) MDM/R Co. being designated as SME;

(iii) ratification of agreements between the IESO and the
MDM/R Co.; and

(iv) relevant liabilities and assets transferred and contracts

assigned from the IESO to MDM/R Co.

The board of directors of the MDM/R Co. would oversee and
direct the operations and management of the MDM/R Co. in the

normal course, subject to unanimous votes on items identified in

the Bylaw of the MDM/R Co.

If the MDM/R Co. board was to be deadlocked, the IESO, as sole

member, has the right to take action to resolve the deadlock.



(d)

(e)
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Deadlock is defined as the circumstances where the MDM/R Co.
Board's failure to make a decision that, in the opinion of the IESO,
acting reasonably, jeopardizes the SME's ability to meet its
obligations under the SMSIP. Should the MDM/R Co. become
deadlocked, and following the replacement of the Board of
Directors twice within a six month period, the IESO as sole

member, may make the decision on the deadlocked matter.

Officers of the MDM/R Co. would be appointed by the IESO on an
interim basis and once in place, the board of the MDM/R Co.

would have full authority to appoint all officers.

The IESO would enter into a services agreement with the MDM/R
Co. on a full cost recovery basis to provide services necessary for
SME operations and implementation of the SMSIP and support the
MDM/R Co. in the management of the MDM/R Agreement with
IBM Canada.

32.  Subject to the concurrence of the provincial government, the IESO will

resign as sole member of MDM/R Co. and appoint replacement members after

the following milestones/conditions have been met:

(@)

(b)

IESO’s Smart Metering Entity costs and associated obligations have

been repaid; and

the province’s Time-of-Use billing objectives have been
substantially completed (ie., 3.6 million smart meter customers

being billed on Time-of-Use).

33.  The IESO has agreed to consult with the EDA on replacement members
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and transition of governance prior to appointing replacement members and
resigning as sole member of MDM/R Co. The IESO and the EDA have agreed to
jointly seek government concurrence upon the meeting of the two

milestones/ conditions.

34.  In light of the importance of protecting the privacy of data within the
MDM/R, the IESO and the EDA have also committed to work, both individually
and collectively, with the Information and Privacy Commissioner to address

privacy concerns with respect to the MDM/R in a timely manner.

35.  The plan for transitioning the SME role from the IESO to the MDM/R Co.
and the SME/LDC Agreement have been endorsed by the EDA; the EDA
supports the IESO’s application to the Board.
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REVENUE REQUIREMENT

36.  The revenue requirement of the SME from the inception of the SMI (July
2006) until December 31, 2017 is $239,341,798 plus financing costs. Financing
costs are forecast to be $12,178,542, but would be subject to changes in interest

rates. The total revenue requirement is therefore forecast to be $251,520,340.

37.  The costs for the development and delivery of the MDM/R and the costs
to operate the MDM/R make up the majority of the SME costs. The SME entered
into the MDM/R Development Hosting and Support Agreement dated
December 5, 2006 with IBM Canada (the “MDM/R Agreement”). A turnkey
approach was taken under which IBM Canada is responsible for building and

delivering and supporting the MDM/R.

38.  Under the MDM/R Agreement, IBM Canada is to operate the MDM/R for
an initial period of four years, from March 1, 2008 to March 31, 2012. The IESO
has exercised its right to renew the MDM/R Agreement for two years (to March
31, 2014). The payments to IBM Canada are primarily fixed, based on a set of
monthly payments to February 28, 2012, no charge for March 2012, and a per
meter per month charge of $0.245 for the renewal period.

39.  The principal assumptions underpinning the determination of the revenue

requirement are:

(@)  The period over which the costs were or will be incurred is from
inception of the Smart Metering Initiative (July, 2006) to December
31, 2017.



Filed: March 23, 2012
EB-2012-0100

Exhibit C

TAB 1

Page 2 of 11

(b)  The period over which the costs would be recovered is based on the
estimated asset service life for the MDM/R of approximately ten
years; from the date it initially went into operation on March 1,
2008 to December 31, 2017. The service life is based on industry
practice and is consistent with service lives used for comparable
meter processing and database systems. Further development and
updates have continued and new functionality was released in 2009

and 2011, with further functionality planned for release in 2012.

(c)  There is no provision for costs associated with providing service to
commercial and industrial meters, as at this time the SME does not
have a basis for determining when commercial and industrial
meters will be enrolled with the MDM/R nor any detailed

requirements for providing that service.

(d)  As a non-profit corporation, the SME has not included in the SMC,

and is not seeking approval for, a rate of return.

40. The table below shows the actual costs against the program budget
approved by the Ministry of Energy to February 2012 divided between the
phases of the SMSIP.
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Budget Actual Actual Actual
Phase 2006 to Feb 2012| 2006 to 2011 |Jan/Feb 2812 2006 to Feb 2012
Phase 1 (Inception to MDM/R Contract) $ 1538000 (% 15956055 - ] 1,595,605
Phase 2 (MDM/R Delivery)
IESQ Project Team Costs $ 3,456,000 [$ 3396478 $ 3,395,478
Extended [ESO Project Team Costs Resulking from Delayed
Delivery (Partally Funded by Liquidated Damages) $ 1,620,600 | $ 3,058,570 $ 3,058,570
Financing $ 188,000 | $ 197,866 % 197,866
Expenses $ 15,651 | % 15,651 $ 15,651
Total IESO Costs| $ 5,279,651 | § 6,668,565 | 5 - $ 6,668,565
Vendor Base Contract 5 10,600,000 | $ 10,600,000 $ 10,600,000
Vendor Base Contract - PST $ 864,000 | $ 788,000 $ 788,000
Vendor Change Orders $ 2512315 (% 475,377 $ 475,377
Vendor Change Orders - PST % - $ 24,002 $ 24,002
Financing of Vendor 5 313,000 | $ 164,736 | $ - $ 164,736
Total Vendor Costs} $ 14,289,315 |$ 12,052,115 [§ - $ 12,052,115
Total Phase 2 Costs| $ 19,568,966 |$ 18,720,679 | § - 5 18,720,679
Phase 3 {(MDM/R Operation}
IESO Project Team Costs $ 8,512,308 | § 6,889,336 [$ 659504 | § 7,548,840
External Fees and Expenses % 1,028,349 | $ 894,177 [ $ 65,902 1{ % 960,079
Regulatory Process: Licensing & Cost Recavery $ 250,000 | $ 93,036 | § - I8 93,036
TESO Communications Support $ 1,159,148 | § 742,730 | % - % 742,730
Total IESO Costs| § 10,949805 |$ 8,619279 % 725406 (% 9,344,685
Vendor Base Contract $ 30,797,000 | $ 26926352 |$ 967970 | & 27,894,322
Vendor Base Contract- PST $ 2095632 1% 1,204,645 | % - 3 1,204,645
Vendor Change Orders and Infrastructure Improvements $ 1,793,905 | § (813,192)| §  (46,298)| & (859,490)
LDC Testing Facilities $ 63,623 % 63,623
Total Vendor Costs} $ 34686537 |$ 27317805 |% 985296 (% 28,303,101
Transfer Budget to Unreleased Contingency| $ {3,000,000} $ - $ - $ -
Total Phase 3 Costs| § 42,636,342 |$ 35937084 ($ 1,710,702 % 37,647,785
Phase 4 (Accelerated TOU Rollout Plan & OEB Mandate)
IESQ Project Team Costs $ 5779405 [$ 5146301 |% 167285|% 5,313,586
Vendor Costs % 3,270,595 | $ 2,889,714 |$ 180954 |5 3,070,668
Total Phase ¢ Costs| $ 9,050,000 ([$ 8036015 (% 348239(% 8,384,264
Release 7.2 and Measurement Canada 2011 Solution % 9,733,170 |5 7,099,919 {% 1,124382 [ % 8,224,301
Measurement Canada 2012 Solution and Required Upgrades $ 2,916,097 | $ 83,769 1§ 237961 | % 321,730
SME Corporate Costs $ 63,058 | % 15,282 % 2,931 [ $ 18,213
Provision for Changes to the MDM/R and Contingency % - $ - $ - % -
SUB-TOTAL $ 85,505,633 | § 71,488352 | % 3,424,215 | % 74,912,567
Financing Costs % 3488,684 |$ 2312559 |% 231,687 )% 2,544,246
TOTAL $ 68994317 [§ 738009118 3655902 |8 77,456,813 |

41.

The table below details the SME's revenue requirement from 2006 to 2017,

divided between the four phases of the SMSIP. Each of these phases is described

in more detail below.
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Actual Forecast Total
Phase '06 10 *11 2032 2013 2014 2015 2016 2017 2006 to 2017
Phase 1 {Inception to Contract} $ 1,595,605 ] 1,595,605
Phase 2 {(MDM/I Delivery) $18,720,679 | § - |8 - 1% - 1§ - |8 - % - |$ 18720679
Phase 3 (MDM/R Operation)
IESO Praject Team Caosts $ 6,889,336 | & 5824360 [$ 5946758 | § 5397440 [$ 5,646,488 | $ 5815882 [§ 5990359 | 41,510,622
External Fees and Expenses $ 894177 |8 508354 |% 480350 |§ 494801 |5 509,645(S 524,935 (§ 540,683 | $ 3,952,985
Regulatory Process: Licensing & Cost
Recovery 5 03,036 |5  250000:5 154500 |5 159135 |5 163909 |5 168826 |5 173891 |§ 1,163,297
IESO Communications Suppart § 742730 |% 50,000[$  S1L500|%  53,045{% 54636[%5 56275 |§ 57964 % 1,066,150
Total IESO Costs{ § 6,633,147 [ $ 6,632,714 | § 6,633,147 |§ 6,104,422 18 6374678 [$ 6565919 |§ 6762856 |5 47,693,055
Vendor Base Contract 526,926,352 | $12,375,954 | $13,935,600 | $ 13,935,600 | $13,835,600 [ $13,935,600 | $13,935,600 | $ 108,980,306
Vendor Base Contract - PSE $ 1,204,645 | 5 N E - % - % - |3 - |5 B E 1,204,645
Vendor Change Orders and
Infrastructure lmprovements $ (813192)| 5 2,612,307 | § 400,000 | § - % - 1% - |8 - |8 2,195,115
Maintenance on Changes to the MDM/R | § - ]% 1499551% 243503 |$ 262190 |§ 275300{§ 289,065 [§ 3035185 1,523,531
LDC Testing Facilities 3 - |$ 837500]% 909000 |% 936270 |5 964358 (5 993,289 [§ 1023088 |§ 5,663,504
Total Vendor Costs) $27,317,805 | $15,975,716 | $ 15,488,103 | $15,134,060 | $ 15,175,258 [ $15217,954 | $15,262,206 {$ 119,571,101
Total Phase 3 Costs| 535,937,084 | $ 22,608,429 | § 22,121,250 | 521,238,482 | § 21,549,937 | $21,783,873 | §22,025,102 1§ 167,264,156
Phase 4 {Accelerated TOU Rollout Plan
& OEB Mandate)| § 8,036,015 |§ 960,793 | § - |8 - |8 - % - |8 - | % 8,996,808
Release 7.2 and Measurement Canada
2011 Solution $ 7,099,916 |§ 2,965337 [§ - |8 - |8 - |$ - |8 - |§ 100653255
Measurement Canada 2012 Solution and
Required Upgrades 83769 $ 6,804,146 | 5 1,800,000 | 5 - 5 - $ - § - 3 7887915
SME Corporate Costs 5 15282 |§% 100,000 |% - |8 - |5 - |8 - % - |8 115,282
Provision for Changes to the MDM/ T2
and Contingency 3 - | % 0% 4696097 (5 5,000,000 |$ 5000000 |% 5000000|5 5000000 |§ 24,696,097
SUB-TOTAL $71,486,352 | 533,438,705 { 5 27,817,347 | § 26,238,482 | § 26,549,937 | § 26,783,873 | 527,025,102 | § 239,341,798
Financing Cosls $ 2,312,55¢ |5 1581591 [$ 1980930 |5 2,278,536 |$ 2,216,336 | § 1352350 (5 456,241 |% 12178542
TOTAL ]$73,800,911 [ 535,020,296 | $ 29,798,277 | 28,517,018 | 5 28,766,275 | 28,136,223 [ §27,481,343 | § 251,520,310

42,  The total costs presented in the table above differ from the Ministry-
approved budget of approximately $89 million. The Ministry-approved budget
was premised on the basis of MDM/R design, delivery and an initial operation
period through to only February 2012, as opposed to December 2017 (which
corresponds to the asset life of the MDM/R). Actual costs for the SMSIP to
February 2012 are $11.5 million under budget.
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Phase 1 « MDM/R Procurement

43.  Phase 1 covers costs for the period from inception of the SMSIP (July 2006)
through to award of the delivery and operate contract to IBM Canada in
December 2006.

44.  Phaselis now complete, All costs were incurred in 2006.

45.  The majority of the costs were for the IESO project team. Additional
material costs were for legal services in negotiating the MDM/R contract and the
services of the Independent Fairness Commissioner in overseeing and reporting

on the execution of the competitive procurement process for the MDM/R.

Phase 2 - MDM/R Delivery

46. Phase 2 covers the development and delivery of the MDM/R
functionality. Phase 2 was completed in 2010, with any remaining functionally
transitioned to be implemented under Phase 3 through future releases and defect

corrections.

47.  The majority of Phase 2 costs are payments to IBM Canada for the
development and delivery of the MDM/R functionality.

48.  They also include payments for the IESO project team. These costs were
partially offset by penalties for liquidated damages of approximately $1.5 million
received to date from IBM Canada under the MDM/R Agreement in respect of

delayed delivery.
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Phase 3 - MDM/R Operations
49.  Phase 3 is ongoing. It covers the period from the start of operation of the
MDM/R (end of February, 2008) through to the end of December 2017 which

represents the 10-year asset life of the MDM/R.

50.  IESO Project Team Costs: Phase 3 includes the SME's costs to perform all of

the services not performed by IBM in the operation of the MDM/R, including

on-boarding and supporting LDCs, overseeing IBM, testing and implementing
changes to the MDM/R, communications, training, managing the design, and all
of the other required functions of the SME. Costs also include the incremental
effort from IESO finance and settlement, legal and regulatory, information
technology, human resources and other functional areas to support the operation

of the MDM/R and the SME.

51.  Forecast costs to support the SME and operate the MDM/R assume
resource requirements of up to 15 full time equivalents (“FTEs”) to operate the
MDM/R and 5 to 7 contract and temporary resources for change initiatives and

variable requirements.

52.  The SME will be supported by up to 2 FTEs from IESO’s mainstream
business, primarily in the areas of finance, settlements, legal, regulatory,
information technology and human resources, and this support work will be
resourced through over-time, temporary resources or other means on a time and

material basis.
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93.  External Fees and Expenses: Phase 3 includes forecast costs for the annual
Section 5970 audits of the MDM/R, other computer services, software and
equipment, LDC ftraining, travel, telecommunications, external legal support,

and staff expenses.

94.  Regulatory Process - Licensing & Cost Recovery: This phase also includes a
forecast for regulatory costs to cover IESO staff and external legal services for the

SME license and rate applications.

95.  IESC Communications Support: Phase 3 includes costs for the IESO’s use of
external communications consulting and the production of communications
materials such as brochures to assist the Ministry of Energy in the education and
promotion of smart meters and time-of-use rates to Ontario consumers. Phase 3
communications costs provide for the ongoing communications facilities,
maintenance and update of communications content to support MDM/R service

recipients in the operation, use, and governance of the MDM/R.

56.  Vendor Costs: The bulk of these costs represent monthly fixed payments to
IBM Canada under the operate portion of the MDM/R contract. The Phase 3
costs include actual and forecast payments to IBM Canada up until the end of
March 2014. Vendor costs to operate the MDM/R for April 2014 to December

2017 have been forecast on the same basis.

57.  Vendor Change Orders and Infrastructure Improvements: This item includes

the cost of:
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(a)  changes to the MDM/R to support LDC integration and operation
with the MDM/R;

()  enhanced vendor support for LDC testing and implementation of
changes to the MDM/R; and

(¢}  aprovision for additional infrastructure to support functions added

to the original contract.

58. These costs are partially offset by service level credits of $1,070,474
received to date from IBM Canada under the MDM/R Agreement in respect of
the operation of the MDM/R.

59.  Maintenance on Changes to the MDM/R: This item includes the

maintenance costs for functions and services added to the original contract.

60.  LDC Testing Facilities: Phase 3 includes costs for testing facilities to
support LDC testing of changes to their systems or to the MDM/R. Experience

to date has demonstrated the value of this in preventing issues impacting LDC

billing.

61.  Release 7.2 and Measurement Canada 2011 Solution: Measurement Canada
has established requirements for reconciling consumption to the billing period
beginning and ending cumulative register reads and presenting those register
reads on the customer invoices. These requirements currently do not match the
system capabilities of many LDCs. A solution was defined with an industry
working group to address Measurement Canada’s requirements and can

accommodate all the Automated Meter Information Systems used in the
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province. Measurement Canada’s requirements will be substantially addressed
in 2012 by implementation of a solution (known as the “Measurement Canada

2011 Solution”) and Release 7.2 of the MDM/R system.

62.  Measurement Canada 2012 Solution and Required Upgrades: The development
and testing of software is underway to deliver the remaining elements of
Measurement Canada’s requirements (known as the “Measurement Canada 2012
Solution”). This solution is expected to be implemented in phases in 2012 and
early 2013. Planning is also underway for upgrading the MDM/R’s database
management system from Oracle 10g, which is at end of life and nearing the end
of support, to Oracle 11g. Forecast costs include estimates for software
development and a project team to support the implementation of both

initiatives.

63.  SME Corporate Costs - These costs are related to the establishment of the
MDM/R Co. and to support the transition of SME governance described in
Exhibit B-2.

64.  Provision for Changes to the MDM/R and Contingency: A contingency
provision has been made for handling defects, corrections, small requests for
change from LDCs, and maintenance of the MDM/R. No provision has been
made for material changes to the MDM/R or its operation. The costs for making
changes to the functions and operations of the MDM/R will be significantly
influenced by government policy, LDCs and changes in the commercial
arrangements with the confracted Operational Service Provider (post-March

2014) over the planning horizon.
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Phase 4 - Accelerated Time-of-Use Rollout Plan

65.  In 2009, the Ministry of Energy and Infrastructure requested that the SME
produce a roadmap for the issuance of time-of-use bills across the province to
meet government implementation targets. Pursuit of the roadmap was endorsed
by the government, including the required additional support from the SME and
vendors for the accelerated time-of-use rollout. Phase 4 was run concurrently

with Phase 3.

66. Phase 4 was estimated to be $8 million and was funded through a
government-approved $4 million increase to the SMSIP budget and $4 million re-
allocation of contingency from Phase 2. Phase 4 costs arise from the required
additional labour, contractor, vendor and hardware costs to support the

accelerated roll-out of time-of-use rates across the province.

67. The Phase 4 costs now also include $550,000 to support the increased
resources that are required to support LDC integration with the MDM/R in
response to the subsequent establishment of a “mandatory TOU date” as

outlined in section 1.2.1 of the OEB’s Standard Supply Code.

Financing Costs

68.  Debt financing for the SME is obtained through the IESO’s note payable to
the OEFC and IESO's corporate credit facility.

69. In May 2011, the IESO entered into a two-year note payable with the
OEFC. The note payable is unsecured, bears interest at a fixed rate of 2.245% per
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annum and is repayable in full on May 1, 2013. Interest accrues daily and is

payable in arrears semi-annually in May and November of each year.

70.  The IESO has an unsecured credit facility agreement with the OEFC,
which will make available to the IESO an amount up to $110.0 million.
Advances, up to $60.0 million, are payable at a variable interest rate equal to the
Province of Ontario’s cost of borrowing for a 30 day term plus 0.25% per annum,
with repayments and interest payments due monthly. Advances, above $60.0
million and up to $110.0 million, are payable at a variable interest rate equal to
the Province of Ontario’s cost of borrowing for a 30 day term plus 0.50% per

annum, with repayments and interest payments due monthly.

71.  The IESO allocates an appropriate portion of the above note payable and
credit facility costs to the SME.
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Fairness Review MDM/R RFP

EXECUTIVE SUMMARY

This report presents our findings and conclusions as Fairness Commissioner for the Request for
Proposals (RFP) process for the provision and operation of the Meter Data Management/Repository
(MDM/R). The purpose of this RFP was to identify a Respondent to provide and operate the MDM/R for
the province’s Smart Metering initiative. This is the final report on the RFP process. We monitored and
observed the process from issuance of the RFP up to, and including, the completion of the evaluation
process. We were engaged by the Independent Electricity System Operator (IESO) in July 2006 and
were involved in an advisory and oversight capacity during the finalization of the RFP document.

The IESO conducts procurement in a manner that stands the test of public scrutiny, encourages
competition and reflects fairness in the spending of public funds. Competition among proponents is
encouraged through open processes that aofford vendors equal access to IESO procurement

opportunities,

The Fairness Commissioner acts as a neutral, disinterested and independent monitor for the
procurement process. We were not part of the RFP development or evaluation teams. We reported

directly to the |IESO Vice President responsible for the procurement.

The RFP was not written in an unduly restrictive manner. The evaluation criteria were objectively justified
and the process for applying the criteria was clearly set out in the RFP.  In addition, the evaluation

process was described in sufficient detail so that it was transparent to Respondents,

The RFP was issued on September 7, 2006 and closed on October 5, 2006. Respondents had 21
business days (a day other than Saturday, Sunday or a Statutory Holiday) and 29 calendar days from

the initial issuance of the RFP to the Submission Date.

The time that was allowed for Respondents to respond to the RFP was very aggressive. The timeline for
the RFP was imposed on the [ESO by the Smart Metering Initiative commitments. In our opinion, the
time to respond to the RFP was sufficient because the |IESO went through a pre-qualification process via
an earlier Request for Information (RFI} to short-list only qualified Respondents, the IESO had already
undertaken complete conceptual and logical designs for the MDM/R meaning that Respondents only
had to map their solution physical design to the logical design in their Proposals, and the RFP was not
changed significantly by any addenda that were released at issuarnce of the RFP. [n addition to this, the
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Fairness Review MDM/R RFP

IESO had issued its MDM/RFI on July 27, 2006, some 43 calendar days before the issuance of the RFP,
and this RFlI document described the impending RFP opportunity. We also noted that MDM/R
documents were available at the Ministry of Energy website and IESO Www.Smi-ies0.ca dedicated

Smart Metering Initiative website (“Dedicated Website”) in advance of the issuance of the RFP.

We are satisfied that the evaluation of the Proposals was conducted in accordance with the process set
out in the RFP by applying only the rated criteria set out in Section 3 of the RFP.  Furthermore, we
detected no bias or favoritism towards or against any particular Respondent. The Base and Alternative
Proposals were evaluated strictly against the rated evaluation criteria published in the RFP. A record of
the consensus scoring reached and reasons for the scoring determinations was maintained and kept by

the IESO for audit purposes.

In conclusion, based on our review, we are satisfied that the MDM/R RFP process was conducted in a
procedurally fair, open, and transparent manner. We detected no bias either for or against any
particular Respondent in the application of the evaluation criteria. The evaluation criteria published in
the RFP were applied objectively to each Base or Alternative Proposal using the process set out in the
RFP.
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Fairness Review MDM/R RFP

1.0 INTRODUCTION

This report presents our findings and conclusions as Fairness Commissioner for Request for Proposals
{RFP) process for the provision and operation of the Meter Data Management/Repository (MDM/R).
The purpose of this RFP was to identify a Respondent to provide and operate the MDM/R for the
province’s Smart Metering initiative. This is the final report on the RFP process. We monitored and
observed the process from issuance of the RFP up to, and including, the completion of the evaluation
process. We were engaged by the Independent Electricity System Operator {IESO) in July 2006 and

were involved in an advisory and oversight capacity during the finalization of the RFP document.

Our report addresses the following aspects of the RFP process:

* Wording of the RFP document;

* Adequate communications to RFP Respondents;

* Adequate notification of changes in requirements;

® Confidentiality and security of proposals and evaluations;
®  Qualifications of the evaluation team;

* Compliance with the process;

= Objectivity and diligence respecting the evaluations;

* Proper use of evaluation tools;

= Conflict of Interest; and,

» Debriefings.

The following sections in this report elaborate on these aspects of the RFP process. Capitalized terms in
this report have the same meaning as capitalized terms in the RFP and are defined in Appendix A
Definitions of the RFP.

This report is based on our observations of the RFP process and representations about the process made
to Knowles Canada (Knowles) by the IESO. This report was prepared for the specific purposes of the
IESO. Any other person that wishes to review this report must first obtain the written permission of the
I[ESO and Knowles. Neither Knowles nor the individual authors of this report bear any liability

whatsoever for opinions unauthorized persons may conclude from this report.
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Fairness Review MDM/R RFP

2.0 ROLE OF FAIRNESS COMMISSIONER

The |ESO conducts procurement in a manner that stands the test of public scrutiny, encourages
competition and reflects fairness in the spending of public funds. Competition among proponents is
encouraged through open processes that afford vendors equal access to IESO procurement

opportunities.

To provide the vendor community with the confidence thot the procurement is conducted in a fair
manner that is consistent with the above-mentioned principles, the IESO retained the services of a
Fairness Commissioner to monitor the process and to advise on matters that pertain to the procedural

fairness of the procurement process.

The Fairness Commissioner acts as o neutral, disinterested and independent monitor for the
procurement process. We were not part of the RFP development or evaluation teams. We reported

directly to the IESO Vice President responsible for the procurement.
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Fairness Review MDM/R RFP

3.0 BACKGROUND

The Government of Ontario has indicated that the pending retirement of coal plants and growth in the
demand for electricity increases the urgency to create a conservation culture in the Province of Ontario
and to make the Province a North American leader in energy efficiency. Key elements forming part of

the Government’s program to create a conservation cuiture include:

* The introduction of flexible, time-of-use (“TOU”) pricing for electricity;

* Atargeted reduction in Ontario’s energy consumption by five percent by 2007; and
* A commitment to install a smart electricity meter in 800,000 homes by 2007 and in each
and every home in Ontario by 2010.

Following consultations with stakeholders, the Ministry proceeded with a dual approach in the

implementation of its Smart Metering Initiative, as follows:

1. Decentralized Responsibilities {Local Distribution Companies (“LDCs")):

* Responsibility for purchasing, owning, installing, operating, and maintaining smart
electricity meters as they are rolled out across the Province; and

= Continued responsibility for the customer interface, including billing and access to smart
meter information and data (together with third parties).

2 Centralized Responsibilities:

® Overseeing the implementation of the Smart Metering Initiative;

* Developing specifications and standards for all elements of the Smart Metering Initiative
through a consultative process;

= Developing the meter data management and meter data repository (“MDM/R"} functions;
and,

= Designing and establishing a Smart Metering Entity.

On November 3, 2005, the £nergy Conservation Responsibility Act, 2005 was tabled in the Provincial
legisiature as Bill 21, for first reading and received Royal Assent on March 28, 2006 (5.0. 2006, Chapter

3).
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Fairness Review MDM/R RFP

This legislation will centralize MDM/R functions related to the collection, storage, management and
transfer of consumers’ consumption information and data within a Smart Metering Entity. The Bill also
provides the framework for the regulation of the Smart Metering Entity, including licensing and

approving or fixing just and reasonable rates.

In accordance with the Ontario Energy Board's regulated price plan, consumers will be required to
purchase electricity under a rate structure featuring TOU prices. At some later date, an additional
pricing structure for critical periods may also be introduced for those periods when the electricity system
is at capacity and wholesale commodity prices are very high. Taken together, AMI with either TOU or
critical peak pricing (“CPP") will enable consumers to receive timely information about their pattern and

level of electricity consumption in a given time period and, in turn, their cost.
The smart metering system through which the Government will achieve its Smart Metering Initiative

includes an AMI system and MDM/R functions. Only the MDM/R is the subject matter of this RFP.
The architecture of the province’s Smart Metering Initiative is presented in Figure 1, below.

Smart Metering System

Advanced Metering Infrastructure

Meter Data
Retallers, Energy Management/

Customer Information Roposlto
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Figure 1 - Smart Metering System
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Fairness Review MDM/R RFP

Prior to the issuance of the RFP, the IESO conducted a Request for Information (RFI), which solicited
information from the vendor community and requested that interested parties submit their qualifications

to the IESO for short-listing for the RFP. As a result of the RFI, nine firms were short-listed for the RFP.

Page 9 of 26



Fairness Review MDM/R RFP

4,0 RFP DOCUMENT

As Fairness Commissioner, our main task was to provide advice and oversight to the IESO, on ensuring

fair and transparent evaluation process. The RFP document had to accomplish three primary tasks:
1. Clearly identify and describe the nature of the opportunity;

2. Provide RFP Respondents with the information they needed to prepare a Proposal and allow
them to price the opportunity; and

3. Describe the necessary and desirable qualifications for the successful Respondent and clearly
set out these evaluation criteria and the process for applying them.

In achieving these objectives, the evaluation criteria had to be developed such that they were not biused
for or against any particular Respondent and that undue advantage was not given to firms with previous
experience with the IESO. The RFP requirements could not be so narrowly developed to unduly restrict
participation in the competitive process. Sufficient response time and information had to be provided to

permit those unfamiliar with the IESO and its procurement processes to prepare an Proposal.

We are satisfied that the RFP disclosed all the evaluation criteria used in the evaluation process, and
provided an appropriate process for consistently and fairly evaluating Proposals. The RFP was not

written in an unduly restrictive manner, and was not biased towards any particular Respondent.

Section 1 - Introduction of the RFP provided the necessary background information on the opportunity.
More detailed background information was provided in RFP appendices: Appendix F - MRM/D
Functional Specifications; Appendix G MDM/R Logical Application and Data Architecture; Appendix H
MDM/R Business Process Description; and MDM/R Service and Performance Levels. The RFP clearly
stated in s. 1.5 Who Should Use This Document, that only those Respondents that were pre-qualified
under the RFl wouid be eligible to participate in the RFP.

Section 2 - Invitation to Bid, introduced the MDM/R functional specification (MDM/R Specifications)
and MDM/R Deliverables. The Deliverables were itemized as Deliverable A, B, and C,, as follows:
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*  Deliverable A - Work with the IESO and SMS stakeholders to finalize the MDM/R design and the
specification of the interfaces surrounding the MDM/R;

* Deliverable B - The development, delivery, testing and placing into production of a turnkey
solution to support the initial operation of the MDM/R according to the specified schedules,
MDM/R Specifications and test criteria; and,

* Deliverable C - A service to operate the MDM/R for an initial period of 4 years according to the
specified service levels; this will include contracting for all WAN services required to support the
MDM/R interfaces.

In s. 2 of the RFP IESO also indicated that it required a turnkey solution, i.e. the provision of all
hardware, software, licences, network infrastructure, WAN communications, environments, training

services, design services, testing, as well as maintenance and support.

Section 3 - Instructions to Respondents, described the evaluation criteria and process for applying the
criteria, and also the protocol for cammunications, Proposal submission instructions, the RFP timetable,
and process for negotiating the final agreement. Section 3.8 set out the evaluation criteria.
Respondents were instructed that their proposals would be initially screened for compliance with the RFP
mandatory criteria. Respondents were instructed that their Proposals must comply with all the
mandatory evaluation criteria in s. 5 of the RFP in order to have their Proposals evaluated further.
Following the mandatory screening, those Proposals satisfying all mandatory criteria would be rated.

There were five rated evaluation criteria:

Commitment to timelines for delivery {Evaluation Criterion #1);

2. Degree of conformance between the proposed solution and the MDM/R Specification
{Evaluation Criterion #2);

3. Commitment to the long-terms needs of the operation of the MDM/R (Evaluation Criterion #3);
Solution flexibility and robustness (Evaluation Criterion #4); and,

5. Total Cost of Ownership (Evaluation Criterion #5).

The point ailocation for each criterion was stated in the RFP and in our opinion the evaluation process
was transparent to Respondents. Also, the evaluation criteria were objectively justified and evaluation

process was clearly stated in the RFP.
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At the conclusion of the evaluation process, the IESO reserved the right to enter into negotiations with
any Respondent and to conclude a negotiated agreement based on the Commercial Terms in Appendix
D of the RFP.

Section 4 - Proposal Format described the desired format for Proposals.

Section 5 - Mandatory Requirements, set out the mandatory requirements that a Proposal had to satisfy
to be evaluated. These mandatory criteria were objectively stated, which allowed for an objective
determination of compliance (“yes or no”, “pass or fail”, “comply or does not comply”) to be made by the
evaluators. Section 5.11 indicated that Respendents could submit Alternative Proposals. Respondents
were required to submit a Base Proposal, which had to conform to all the RFP requirements, and could
also elect to submit one or more Alternative Proposals in addition to their Base Proposal. An Alternative
Proposal was a Proposal in which a Respondent could provide alternative aspects of the solution and/or
pricing that would be different from the Base Proposal. Each Alternative Proposal was evaluated along
side the Base Proposals using the same evaluation process. In this report we refer to both types of

proposal as Proposals.

Section 6 - General and Technical Requirements elaborated further on the Deliverables that were set
out in s. 2. The provision of the solution, delivery, installation, configuration, testing, and operation

were all described.

Section 7 RFP Terms and Conditions set out the terms and conditions of the RFP process. In our
experience, these terms and conditions were typical of other procurement processes with which we have

been involved.

In summary, the RFP was not written in an unduly restrictive manner. The evaluation criteria were
objectively justified and the process for applying the criteria was clearly set out in the RFP. In addition,

the evaluation process was described in sufficient detail so that it was transparent to Respondents.
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5.0 ADEQUATE TIME TO PREPARE A PROPOSAL

Respondents required sufficient time to prepare Submissions in response to the RFP. The larger the
scope of the procurement and more complex it is, the longer the time that should be provided for
Respondents so that they can understand the RFP requirements, assimilate the information in the RFP,
conduct whatever research they deem necessary, and prepare a response to the RFP. The RFP timetable

is presented in Table 1, below.

Table 1 - RFP Timetable

RFP Timetable Dates & Times (EST)

Issue Date of RFP September 7, 2006
Deadline for Receipt Confirmation Form September 14, 2006 3:00pm
Initial Deadline for Submission of Questions September 15, 2006 3:00pm
Extended Deadline for Submission of Additional September 21, 2006
Questions 12:00pm

Deadline for Issuing Addenda (includes answers to September 21, 2006 3:00pm

initial set of questions)

Deadline for Issuing Answers to Additional Questions  September 25, 2006 3:00pm

Closing Date/Time for RFP Submission October 5, 2006 3:00pm
Recommendation to selection committee November 6, 2006
If applicable, Selection Notice and Letter of Intent November 27, 2006

The RFP was issued on September 7, 2006 and closed on October 5, 2006. Respondents had 21
business days {a day other than Saturday, Sunday or a Statutory Holiday) and 29 calendar days from

the initial issuance of the RFP to the Submission Date.

The time that was allowed for Respondents to respond to the RFP was very aggressive. The timeline for
the RFP was imposed on the IESO by the Smart Metering Initiative commitments. In our opinion, the
time to respond to the RFP was sufficient becouse the IESO went through a pre-gualification process via
the earlier RFl to shortlist only qualified Respondents, the IESO had already undertaken complete
conceptual and logical designs for the MDM/R, and the RFP was not changed significantly by any
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addenda that were released at issuance of the RFP. In addition to this, the IESO had issued its
MDM/RFI on July 27, 2006, some 43 calendar days before the issuance of the RFP, and this RFI
document described the impending RFP opportunity. We also noted that MDM/R documents were
available at the Ministry of Energy website and IESO www.smideso.ca dedicated Smart Metering

Initiative website (“Dedicated Website”) in advance of the issuance of the RFP.
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6.0 ADEQUATE COMMUNICATION TO RESPONDENTS

It was important that all Respondents had timely access to the same and adequate information about

the RFP and the associated process at the same time.

In's. 3.2 RFP Communications, Respondents were instructed to communicate only with the nominated
[ESO contact person before the RFP Submission Date. We are aware of no instances where RFP

Respondents failed to comply with this instruction.

Appendices G through | of the RFP and other MDM/R-related documents were posted to the Dedicated
Website to facilitate access by Respondents. The Dedicated Website went live in July 2006 and there

were no reported service outages to date.

The IESO responded to a number of questions posed by Respondents. All questions received and
answers given were sent to all pre-qualified Respondents. Information that might identify a Respondent

was removed from the questions prior to issuance of the answers to all Respondents.
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7.0 ADEQUATE NOTIFICATION OF CHANGES IN REQUIREMENTS

All Respondents received the same and adequate notification about changes to the RFP requirements.

There were three RFP Addenda issued. These addenda made minor modifications to the RFP
documents and provided the questions posed and IESO answers to the questions. The addenda were

shared with all Respondents.

We reviewed the RFP Addenda and question and answer documents prior to issuance and had no issues

with content of these addenda.
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8.0 CONFIDENTIALITY AND SECURITY OF DOCUMENTS

All Proposals and evaluation documents were kept strictly confidential and in secure locations.
Documents relating to the RFP prior to issuance also had to be kept secure so that all Respondents had

access to the same information at the same time.

During development of the RFP, draft versions of the document were only shared with those working on

the document. We are aware of no departures from this practice.

Proposals and associated evaluation documents were kept in secure locations at all times. The
Proposals were kept in a secure room at |IESO offices. Evaluators were not permitted to remove
Proposals from the IESO offices Evaluation documents were also stored in a secure location at |[ESO
offices. All deliberations of the evaluation team were conducted behind closed doors at the same 1ESO

offices.

We are not aware of any discussions about any Proposal or its evaluation among anyone except the
evaluators, those supporting the evaluators, and us. To our knowledge, no information about the
Proposals or evaluation was communicated in any form to persons not directly involved with the

evaluation process.

We are satisfied that the contents of the Proposals and all information generated in the evaluation

process was kept secure and confidential at all times.
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9.0 QUALIFICATIONS OF THE EVALUATION TEAM

The evaluation team members had the appropriate knowledge and expertise to review and evaluate the
Proposals. The evaluation team was composed of representatives of [ESO and its external advisors, who
had various degrees of expertise in smart metering and management of the data that the meters
generated. Representatives of the Ministry of Energy observed various portions of the evaluation
process, but did not participate in the evaluation and scoring of the Proposals. The evaluation team was
divided into two sub-teams: a team evaluating Evaluation Criteria #1, #3 and #5, and another team

evaluating Evaluation Criteria #2 and #4..

The evaluators all had relevant experience and qualifications in the area of metering data management.
All evaluators had reviewed the RFP and familiarized themselves with the evaluation tools prior to

commencing their evaluation of the Proposals

In summary, all the evaluators were qualified to undertake the evaluation of the Proposals and we have

no concerns about the qualifications of any of the evaluators.
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10.0 COMPLIANCE WITH THE PROCESS

In order to ensure a fair process, the procedures and process established for conducting the
procurement, and published in the RFP, were followed and applied equally to all RFP Respondents. We

are of the opinion that the evaluation process outlined in the RFP was complied with by the evaluators.

Seven of the nine pre-qualified Respondents submitted Proposals. One Respondent was disqualified
because its Proposal did not satisfy all the mandatory requirements, and in fact the Respondent
indicated in its Proposal that it was not compliant with all the mandatory requirements. Five Base

Proposals and six Alternative Proposals were received from the six remaining Respondents.

After the mandatory requirements screening was completed the Base and Alternative Proposals were
subjected to the rated evaluation criteria set out in Section 3 of the RFP. The Base Proposals were
evaluated first, followed by the Alternative Proposal(s), for each Respondent. The two sub-teams of the
evaluation team cencurrently evaluated each Base and Alternative Proposal against the five rated

evaluation criteria.

There was a minor departure from the staging of the evaluation of Total Cost of Ownership. Section 3.8
stated that the evaluation of the Total Cost of Ownership would occur after all the evaluation of the
other four rated evaluation criteriac was completed. One sub-team completed its evaluation of
Evaluation Criteria #1 and #3 before the other sub-team had completed its evaluation of Evaluation
Criteria #2 and #4. The IESO indicated to us that, given the time pressures of the Smart Metering
Initiative, it would like to proceed with the evaluation of Evaluation Criterion #5, Total Cost of Ownership
despite the fact that the other sub-team had not completed its rating of the Proposals. We indicated
that the purpose of evaluation pricing last was so that knowledge of the pricing it did not influence the
rated component of the evaluation process, which is to be evaluated on its technical merit alone. We
advised the IESO that if it did decide to proceed with the evaluation of Total Cost of Ownership while the
other sub-team was still doing its rated evaluation, it would have to sequester the pricing evaluation
results and the evaluators could not be allowed to communicate with the other subteam until it had
completed its evaluation of the other rated criteria. The IESO accepted our advice, implemented it, and
we are satisfied that the pricing information was not disclosed to the other subteam until it had

completed its rating of the Proposals. Consequently, the integrity of the process was maintained.
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We are satisfied that the evaluation of the Proposals was conducted in accordance with the process set

out in the RFP by applying only the rated criteria set out in Section 3 of the RFP.
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11.0 OBJECTIVITY IN RESPECT OF THE EVALUATIONS

The Base and Alternative Proposals received were evaluated objectively and diligently. We attended all
the consensus evaluation sessions and we are satisfied that there was no external pressure placed on
the evaluation team with regard to the evaluation of any Base Proposal or Alternative Proposal. We are
satisfied that all Proposals were objectively evaluated against the evaluation criteria published in the
REP.

We did not observe the mandatory requirements screening, which was done by the IESO procurement
specialist. A separate financial team from the IESO evaluated the mandatory financial requirements.
We did review the results of the mandatory requirements screening and from our review of the
documents and interview with the evaluator conducting the mandatory requirements screening, we are

of the opinion that only the mandatory requirements set out in s. 5 of the RFP were applied.

In conducting the rated criteria evaluation, each evaluator read the Base and Alternative Proposals
individually and scored each Proposal individually. The two evaluation sub-teams met to conduct
separate consensus scoring sessions, where consensus scores were arrived at for each criterion for each
Base and Alternative Proposal. At these consensus scoring sessions the evaluators’ individual scores
were disclosed and the rationale for the scores was discussed and a consensus score was arrived at. In
most instances the Base Proposal and Alternative Proposal rated criteria score were identical or very
similar. The Ministry of Energy observers were present for some of the consensus evaluation meetings

and they in no way attempted to influence the consensus evaluation process used by the evaluators,

We monitored the evaluation of Evaluation Criterion #5 Total Cost of Ownership (TCO). All the pricing
for the Base and Alternative Proposals was complete and without any irregularities. One Alternative
Proposal was not of interest to the IESO and it exercised its discretion set out in s. 5,11 to reject this
Alternative Proposal. We noted that this Alternative Proposal also contained pricing in terms of a range
of possible prices, so in any event the Alternative Proposal could not have been evaluated because it was
not possible to determine its price. We checked the spreadsheets used in calculating the TCO and we

are satisfied that TCO evaluation was done correctly.

In summary, we detected no bias or favoritism towards or against any particular Respondent. The Base

and Alternative Proposals were evaluated strictly against the rated evaluation criteria published in the
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RFP. A record of the consensus scoring reached and reasons for the scoring determinations was

maintained and kept by the IESO.
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12.0 PROPER USE OF ASSESSMENT TOOLS

Evaluation tools were used by the evaluators to evaluate the rated evaluation criteria. These tools took
the form of worksheets which contained the evaluation criteria as well as a set of guidelines for
allocating rated points, and a section where the evaluators could record their comments. We reviewed

all the evaluation tools and we are satisfied that they accurately reflected the published rated evaluation

criteria.
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13.0 CONFLICT OF INTEREST

For the RFP process to be fair there had to be no conflict of interest between the evaluators and the
Respondents and between the Respondents and anyone involved in planning or conducting the
procurement. Respondents must also not have had access to confidential information as it pertains to
the RFP.

The Respondents were required to disclose and declare any actual or potential conflict of interest. None
of the Respondents declared that they were in a position of conflict of interest. Evaluation team
members must also not be in a position of conflict of interest. The IESO informed us that none of the

evaluators were in a position of actual or potential conflicts of interest.
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14.0 DEBRIEFINGS

As of the date of this report no debriefings have been held.
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15.0 CONCLUSIONS

In summary, based on our review, we are satisfied that the MDM/R RFP process was conducted in a
procedurally fair, open, and transparent manner. All Base and Alternative Proposals received were
evaluated against the evaluation criteria published in the RFP. We detected no bias either for or against
any particular Respondent in the application of the evaluation criteria. The evaluation criteria published
in the RFP were applied objectively to each Base or Alternative Proposal using the process set out in the
REP.
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SMC RATE STRUCTURE

72.  The proposed rate structure for the SMC is a monthly charge per
Residential and General Service <50kW Customer, which the SME proposes to
collect from LDCs. Under the proposed approach, the SME's approved revenue
requirement would conceptually be allocated to and recovered monthly from all
of the province’s LDCs on a “per customer” basis, regardless of whether an L.DC

is currently receiving service from the MDM/R.

73.  The SME consulted with LDC representatives in determining that a “per
customer” charge was the most appropriate rate structure. The proposal spreads
the costs of the SME over the total number of smart meters expected to be
deployed in recognition that the MDM/R provides a service that will benefit all
end-use smart meter customers across Ontario and help meet the province’s

conservation goals.

74.  The proposed rate structure is consistent with well-established criteria of a

sound rate structure:!

(@)  Simplicity: The proposed rate structure is simple to understand and
administer because it uses reliable and accurate data on the number
of Residential and General Service <b0kW Customers for the
province as a whole and each distributor. This will allow
distributors to easily and accurately anticipate the SMC payable

each year.

! Charles F. Phillips, Jr., The Regulation of Public Utilities, Theory and Practice, 3" ed. (Arlington, VA:
Public Utilities Reports, Inc., 1993} at pp. 434 and 435.



(b)

(d)
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Stability: Application of the proposed rate structure will allow the
SME to recover revenue requirements for its total costs. The
proposed structure also provides for both revenue and rate stability
and will help smooth the cash flow impact for the SME and reduce

its forecast risk.

Fairness: The majority of the SME's costs are common rather than
direct (i.e. they are attributable to all MDM/R activities). The
SME's capability to provide services is mainly achieved through
staff and integrated information technology, and the bulk of the
SME costs do not vary with the number of meters to which service
is provided. The ongoing costs of the MDM/R do not depend on
usage levels and the integrated nature of the MDM/R does not
lend itself to a precise cost allocation based on MDM/R functions
or the date on which service commences. Therefore, it is fair that
the costs of the SME be shared equally amongst end use customers
regardless of when that customer began receiving service.
Substantially all of the LDCs and their meters have now been
enrolled with the MDM/R and the majority of consumers are

enabled for time-of-use billing.

Efficiency: Spreading cost recovery over all Residential and General
Service <b0kW Customers regardless of the actual date on which
service commences ensures there is no disincentive for an LDC to
begin using the services of the MDM/R as soon as possible. By
contrast, if the SME were to charge the SMC per smart meter
registered with and transmitting data to the MDM/R, the resulting

fee would impose an undue burden on those distributors (and their
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ratepayers) that are early adopters. The proposed approach is
responsive to the concerns expressed by LDCs and is consistent
with the Board’s allowance of a preliminary smart metering rate
adder to provide initial funding for smart meter investment and
help smooth the cash flow impacts for distributors in its 2006 EB-
2005-0529 Decision.

75.  In devising the proposed rate structure, the SME considered and rejected

other options:

(2)

(b)

Fixed user charge: The SME determined that a fixed user charge (i.e.
a “per LDC” charge) would not be appropriate in these
circumstances. As LDCs will be seeking to pass the SMC onto end-
use customers, a fixed rate would unfairly burden the customers of
smaller LDCs by requiring them to pay more than the customers of
large LDCs. By contrast, using a rate that varies with the number
of customers for all LDCs provides a level playing field for the end-
use customer that is transparent and non-discriminatory. Under
this approach, all LDCs and their customers will be treated equally
and will pay the same per unit charge for using the MDM/R

system.

Volumetric Charge: The SME also rejected the option of using a
volumetric charge. The costs of the SME are not related to the
volume of energy used by consumers and a volumetric charge is

less stable and predictable than a per customer charge.
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CALCULATION OF THE SMC

76.  The calculation of the “per customer” SMC is summarized as follows:

(Revenue Requirement / Total number of Residential and

General Service <50kW Customers)
SMC =

Number of Collection Periods

($251,520,340 / 4,730,890)

$0.806

66
77.  BEach of the components for the formula is discussed below.

78.  Revenue Requirement: The SME has applied for a revenue requirement of

$251,520,340 as detailed in Exhibit C-1.

79.  Total number of Residential and General Service <50kW Customers: The “per
customer” count used by the SME for the purpose of the SMC is the total number
of Residential and General Service <50kW Customers listed for each LDC in the
2010 OEB Electricity Distributor Yearbook (the “2010 Yearbook”) published on
September 10, 2011. The 2010 Yearbook lists a total of 4,314,896 Residential
Customers and 415,994 General Service <50kW Customers (for a total 4,730,890).
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A copy of the 2010 Yearbook is included in the SME's pre-filed evidence as
Appendix “A” to this Exhibit.

80.  The categories of Residential and General Service <50kW Customers were
selected by the SME because they provide a reasonably accurate representation
of an LDC’s customers that will be receiving service from the MDM/R. When all
of the province’s LDCs are receiving service from the MDM/R, it is expected that
meter reads from approximately 4.7 million smart meters will be processed by

the MDM/R on a daily basis.

81. The OEB Electricity Distributor Yearbook is compiled from data
submitted to the Board by the LDCs through the Board’s Reporting and Record-
Keeping Requirements and as such the SME considers this data to be accurate

and reliable.

82. The SMC was calculated using the number of Residential and General
Service <50kW Customers in the 2010 Yearbook. The SME is seeking approval
for an automatic adjustment mechanism to adjust the ongoing charge per
customer at the beginning of each collection year to reflect the actual number of
Residential and General Service <50kW Customers listed in the most recent
Yearbook. At the beginning of each collection year the SME will adjust the
ongoing fee with the updated number of customers and seek approval from the
OEB to advise the LDCs of the adjusted rate to be charged in the new collection

year without the need for a hearing.

83.  Number of Collection Periods: The SME proposes to collect the SMC on a
monthly basis, starting July 1, 2012 and ending December 31, 2017. This amounts
to 66 collection periods. The SMC will be invoiced for the applicable month on
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the tenth business day after the end of the previous month, such that it would be
paid by the LDC in the applicable month.
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MISCELLANEOUS MATTERS

SMC Variance Account

84.  The SME's actual costs may vary from the assumptions used to calculate
the SMC. As a result, there will likely be either an over-collection or under-
collection of revenue by the SME. Accordingly, the SME is seeking Board
approval for the establishment of a variance account to deal with changes in its

costs, or any revenue surplus or deficiency in respect of the MDM/R.

Pass Through of the SMC

85.  During the stakeholder consultation process for the SME/LDC
Agreement, distributor representatives expressed concern that they would be
subscribing to a new service without knowing whether they would be able to

pass through the costs of that service to their ratepayers.

86.  Under the SME/LDC Agreement presented to the Board for approval, the
SME committed that it would request that the Board permit distributors to pass
through the SMC to consumers. A copy of the SME/LDC Agreement is included
in the pre-filed evidence as Exhibit D-2. Given that these costs covered by the
SMC are already subject to review by the Board in this proceeding, the SME
believes a further prudence review is unnecessary when Board orders are issued

to distributors for pass through rates.
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87.  In preparing this application, the SME has consulted with the EDA and
LDC representatives. Since the SME/LDC Agreement was finalized in
consultation with the EDA and LDCs, the SME was advised by the EDA and
LDC representatives that the utilities anticipate proposing that the Board initiate
a proceeding on its own motion to issue an order to implement recovery of the
then-approved SMC in the rates of all distributors, in order to avoid the
inefficiencies inherent in requiring every utility to file its own application for that
rate component. While this would be a separate proceeding with evidence filed
by the EDA and other stakeholders, the EDA will request that such a proceeding
be heard in sequence with this proceeding because the issues are closely related.
The SME will support this request to permit distributors to pass through the

SMC to their customers.
Service Level Credits

88. The MDM/R Agreement entitles the SME to certain service credits if IBM

Canada fails to meet the required service levels.

89.  As part of the SME/LDC Agreement presented to the Board for approval
the SME has undertaken to collect all service credits paid by IBM Canada into a
common account, the balance of which will be reported to the SME Steering
Committee (provided for by the SME/LDC Agreement and described in more
detail in Exhibit D-1). The SME will also provide supporting information to the
SME Steering Committee regarding each incident that resulted in a service credit
and the SME Steering Committee will determine both a methodology and the
amount of any allocation to individual distributors. Any credits received by

individual distributors would be dealt with through their own variance accounts.
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SUMMARY OF THE SME/LDC AGREEMENT

90.  The SME is seeking Board approval to use the SME/LDC Agreement for
all LDCs that receive service from the MDM/R. The implementation of a
standard agreement will ensure that all LDCs in the province will receive non-

discriminatory service from the MDM/R.

91.  The use of a standard agreement for all of the province’s LDCs is

grounded in section 5.4 of the Distribution System Code which states:

5.4 Agreement with SME or IESO Relating to
Metering

54.1 A distributor shall, upon being requested to do
so, enter into an agreement with the Smart Metering
Entity or the IESO, in a form approved by the Board,
which sets out the respective roles and responsibilities
of the distributor and the Smart Metering Entity or
the IESO in relation to metering and the information
required to be exchanged to allow for the conduct of
these respective roles and responsibilities.

92.  The SME, in consultation with LDC representatives and the EDA, has
developed the SME/LDC Agreement and the subordinate MDM/R Terms of
Service. Since June 2007, the SME has been consulting with LDC representatives
and the EDA in the development of the SME/LDC Agreement.  These
consultations included representatives from LDCs identified in Ontario
Regulations 427/06 (Smart Meters: Discretionary Metering Activities and
Procurement Principles) and 428/06 (Priority Installations) as early adopters of

smart meters.
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93.  This Exhibit contains an overview of the principles on which the

SME/LDC Agreement is premised and a review of select terms of the SME/LDC

Agreement.

Principles Underlying the SME/LDC Agreement

94. In drafting and negotiating the SME/LDC Agreement, the SME was

guided by the following four principles:

(2)

The MDM/R provides a valuable service to customers dcross Ontario —
The MDM/R has an important role to play in meeting Ontario’s
conservation goals. By enabling the use of smart meters and time-
of-use pricing, the MDM/R will provide the province’s electricity
consumers with the tools needed to manage their electricity usage.
Moreover, the data in the MDM/R will be an important source of

information on the consumption patterns of Ontario consumers.

The IESO’s role as SME is transitional - The SME has been granted a
mandate to bring the MDM/R into operation, in cooperation with
the province’s LDCs, and ensure that operations are smoothly
transferred to any future SME. The provisions of the SME/LDC

Agreement must be viewed in this context.

The SME/LDC relationship is not a standard commercial relationship -
The relationship between the SME and the LDCs is a unique one
that is subject to a number of constraints not present in standard
commercial relationships. Notably, as the counterparty to IBM
Canada in the MDM/R Agreement (and any future operational
service provider (“OSP”)), the SME effectively acts as a contract



(d)
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manager on behalf of all LDCs, but is also constrained by the
provisions of the MDM/R Agreement. Further, the activities of
both the SME and the LDCs are ultimately subject to oversight and
regulation by this Board and the parties are required to enter into

an agreement by the Distribution System Code.

The SME/LDC Agreement must be flexible - While the SME/LDC
Agreement applies only to LDCs (access to the MDM/R by non-
LDCs will be governed by a separate agreement to be completed in
the future), it will be used with over 70 parties and must be flexible
enough to cover their individual circumstances. Moreover, the
SME/LDC Agreement must respond to the ongoing development
of the MDM/R without requiring either the SME or the LDCs to

frequently apply to the Board for amendments.

Structure of the SME/LDC Agreement and MDM/R Terms of Service

95.  The governing documentation for the MDM/R is modeled on the

hierarchal framework of documents for the wholesale market (Participation

Agreement, Market Rules and Market Manuals) that has been used successfully

by the IESO and is familiar to other market participants including LDCs. In

particular:

(2)

The SME/LDC Agreement - The SME and LDCs will enter into a
standard SME/LDC Agreement under section 54.1 of the
Distribution System Code that will set out the high level principles
governing the operation of the MDM/R and the SME/LDC
relationship. The SME used its existing Participation Agreement

for the wholesale market as a template on which to structure the
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SME/LDC Agreement and adopted the approach taken in the
wholesale market of a standard form agreement that sets out high
level principles and binds the parties to a set of governing rules (in

this case, the MDM/R Terms of Service).

(b) MDM/R Terms of Service - Under the proposed SME/LDC
Agreement, the SME will have the authority to publish the
MDM/R Terms of Service, a standard set of rules outlining the
operational details of the MDM/R, that will apply to all MDM/R
service recipients. The MDM/R Terms of Service will provide for
the creation of subordinate level documentation that will contain
much of the detail of the operation of the MDM/R. The SME does
not require and is not seeking Board approval of the MDM/R
Terms of Service in this application so as to maintain the flexibility
to amend the MDM/R Terms of Service without requiring a
subsequent application to the Board. A draft of the Terms of
Service has been included in this application as Exhibit D-3 for

information purposes only.

(c) MDM/R Manuals and Procedures - The MDM/R Manuals and
Procedures will augment the MDM/R Terms of Service with a set

of operational instructions.

Roles and Responsibilities

96.  Section 5.4.1 of the Distribution System Code states that the agreement
approved by the Board will set out “the respective roles and responsibilities of
the distributor and the Smart Metering Entity or the IESO in relation to metering

and the information required to be exchanged to allow for the conduct of these
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respective roles and responsibilities.” The respective roles and responsibilities of

the SME and an LDC are detailed in Article 2 of the SME/LDC Agreement.

97.  One of the objects of the SME specified in section 53.8 of the Electricity Act
is to “collect and manage and to facilitate the collection and management of
information and data and to store the information and data related to the
metering of consumers’ consumption or use of electricity in Ontario, including
data collected from distributors”. Consistent with this object, the SME’s

responsibilities include the following:

(a)  administering the development of the MDM/R (section 2.2.1 and
22.2);

(b)  conducting testing of the MDM/R and interfaces between the
MDM/R and an LDC's system and cooperating with reasonable
testing required by the LDC (sections 2.2.3 and 2.2.4);

(c)  providing training and technical support (section 2.2.5 and 2.2.8)

(d) overseeing the operations of the MDM/R (sections 2.2.6, 2.2.7,2.2.9,
2.2.10); and

(e)  transitioning to any subsequent agreement relating to MDM/R

operations (section 2.2.11).

98. Under section 53.15 of the Electricity Act, LDCs have a reciprocal
obligation to “provide the Smart Metering Entity with such information as it
requires to fulfil its objects or conduct its business activities.” The roles and

responsibilities of the LDC that flow from this obligation include:
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(a) ensuring its smart metering systems comply with applicable

functional and technical specifications (section 2.6.1);

(b)  participating in testing of the MDM/R and interfaces between the
MDM/R and an LDC's systern and certifying successful

completion of testing (sections 2.6.2 and 2.6.3); and
(c)  the transmission of smart metering data to the SME (section 2.6.4).

99.  The scope and wording of the respective roles and responsibilities of the
SME and an LDC specified in Article 2 are the product of extensive discussions
with LDC representatives. The SME believes the language strikes an appropriate
balance that ensures successful operation of the MDM/R while protecting the
interests of both the SME and the LDCs.

SME Steering Committee

100. Under section 3.2 of the SME/LDC Agreement, the SME is obligated to
establish the SME Steering Committee as a forum to represent stakeholders. The
SME Steering Committee is modeled on the IESO Technical Panel, with which
both the IESO and LDCs have had considerable experience.

101. The SME Steering Committee will have 13 members who will be
appointed by the Board of Directors of the SME from nominations made by any
person eligible to receive service from the MDM/R and the Board of Directors of
the EDA. A majority of the members of the SME Steering Committee will be
LDC representatives. In response to feedback from LDCs, the role and
composition of the SME Steering Committee was entrenched into the SME/LDC

Agreement such that Board approval would be required to amend these

provisions.
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102.  The primary role of the SME Steering Committee will be to provide
stakeholder input to the SME on the administration and operation of the
MDM/R. Section 3.4 of the SME/LDC Agreement provides that the SME may
not amend the MDM/R Terms of Service without seeking the advice and
recommendation of the SME Steering Committee on the amendment. Also, any
party seeking to amend the SME/LDC Agreement must first consult with the
SME Steering Committee on the merits of its proposal under section 10.1 before it
can apply to the Board for approval of the amendment. As discussed in more
detail below, the SME Steering Committee will also be responsible for providing
advice to the SME in the development of a protocol for access to MDM/R data,
the allocation of service credits received from IBM Canada or any other OSP, and

planning for the transition to a new SME.

MDM/R Terms of Service

103.  Section 3.1 of the SME/LDC Agreement contemplates that the SME may
establish MDM/R Terms of Service to govern operational aspects of the
MDM/R. As noted above, the MDM/R Terms of Service will be subordinate to
the SME/LDC Agreement.

104. Under section 3.4, the SME has the authority, in consultation with the
SME Steering Comimittee, to amend the MDM/R Terms of Service. This
flexibility will permit modification of operational matters connected to the
MDM/R without returning to the Board for an amendment to the LDC/SME

Agreement,

105. LDC representatives advised the SME that access to the Board was
essential given the Board’s role in regulating the activities of both the SME and

the province’s LDCs. During these consultations, a concern was expressed about
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the absence of an explicit statutory or regulatory mechanism that would allow
the LDCs to appeal an amendment to the MDM/R Terms of Service to the Board
as there is no legislative equivalent to the market rule review process in section

33 of the Electricity Act.

106. In response to this concern, the SME has fashioned a solution under which
an L.DC seeking review of an amendment to the MDM/R Terms of Service could
gain access to the Board by bringing an application to amend the SME/LDC
Agreement (which would in effect override an amendment to the MDM/R

Terms of Service).

Smart Metering Charge

107.  Under section 2.3 of the SME/LDC Agreement, the SME will charge LDCs
a Board-approved SMC for the services provided by the SME and the MDM/R.

108. To minimize costs for the IESO and LDCs, the SME/LDC Agreement
provides that the SMC be charged to LDCs and collected using the established
IESO settlement procedures under the Market Rules. LDC representatives
consulted by the SME agreed that using the existing IESO settlement process for
the wholesale market to invoice and collect the SMC was preferable to incurring
the additional cost of creating and operating a separate billing system for the

SMC.

109. The IESO Market Rules were amended effective December 12, 2007 to
permit the collection of the SMC by the IESO. A copy of Market Rule
amendment MR-00336: Settlements - Treatment of Smart Metering Charge, as
approved by the IESO Board of Directors, is attached to this exhibit as Appendix

“A”. These amendments also ensure that there are adequate measures in place
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to protect the integrity of the IESO's settlement systems. A copy of a Q&A
document addressing questions raised by the Technical Panel in connection with

the market rule amendment is attached as Appendix “B” to this exhibit.

Audit Requirements

110. The audit requirements for the MDM/R were negotiated separately
between the SME’s audit staff and representatives of Hydro One. As Hydro One
is subject to certain audit requirements as a reporting issuer, representatives
from other LDCs were confident that a provision sufficient to satisfy Hydro
One’s audit requirements will suffice for all LDCs. The proposed language of
section 2.4 of the SME/LDC Agreement has been reviewed and approved by
Hydro One.

Access to MDM/R Data

111.  The MDM/R will contain important data on the use of electricity in the
province and paragraph 4 of section 53.18 of the Electricity Act requires the SME
to “provide and promote non-discriminatory access, on appropriate terms and
subject to any conditions in its licence relating to the protection of privacy, by

distributors, retailers, the OPA and other persons.”

112.  The balance of providing access to third parties while protecting the
privacy of consumers was recognized when developing the SME/LDC
Agreement. Section 5.1 sets out the general principle that the SME may make
data in the MDM/R available to third parties, but can only do so if the data is
“presented in a manner that prevents the specific data of an individual customer
of the Distributor being identified with that customer or premises.” As provided

for in section 5.2, the SME will consult with the SME Steering Committee to
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develop a protocol for access to MDM/R data that balances these two competing

interests.

Liability and Indemnification

113.  Article 7 of the SME/LDC Agreement addresses the issues of liability and
indemnification. Subject to the exceptions discussed below, section 7.1 limits the
liability of the SME to actual direct damages and provides that the cumulative
liability of the SME to all MDM/R service recipients for any act or omission of
the SME shall not exceed an aggregate of $1,000. Similarly, section 7.2 limits the
liability of the Distributor to the SME to actual direct damages and provides a

liability cap of $1,000 for any act or omission.

114. The SME/LDC Agreement contains an exception to the general limitation
of liability on the part of the SME for indemnification of any claims arising due to
a breach by the SME of Article 5 (Access to MDM/R Data) of the SME/LDC
Agreement. This carries through from the MDM/R Agreement, which is an
exception to the limitation on IBM Canada’s liability for, amongst other things,

breaches of confidentiality and privacy.

115. In recognition of the unique nature of the SME/LDC relationship, section
7.5 obligates the SME to cooperate with an LDC in any proceeding before the
Board in which the LDC seeks a change to any of its rates or charges or other
appropriate relief for any of its losses or incremental costs related to any act or
omission of the SME or an OSP (including IBM Canada). Such cooperation by
the SME shall include, but not be limited to, promptly providing to the
Distributor and the OEB, at the request of the Distributor but at the SME's cost,

accurate information, analysis, documents and evidence. For greater certainty,
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the SME's obligation to provide assistance under this section is not limited to a

cost of $1,000.

116. Under section 7.7 of the SME/LDC agreement the SME is obligated to, at
the SME's cost, use commercially reasonable efforts to monitor each OSP’s

performance and enforce the provisions of their agreements with the SME.

117.  The provisions of Article 7 ensure that the parties to the SME/LDC
Agreement bear full responsibility for fulfilling their obligations while limiting
the SME’'s and LDCs" exposure to damages. The SME believes the proposed
approach to liability is appropriate in light of the regulated nature of both the
SME and the LDCs. Both the IESO and the SME operate on a non-profit basis
and have limited assets which are vital for the operation of Ontario’s electricity
system. As such, any liability attributed to the IESO or the SME would
ultimately be passed back to LDCs through increases in the SMC.

118. The issue of liability was the subject of extensive discussions with the
EDA and LDC representatives. It is the understanding of the SME that the EDA
will support the proposed approach to liability if the Board: (i) explicitly
endorses the proposed approach to liability; and (ii) provides LDCs with a
regulatory mechanism to promptly recover through rates any costs incurred by
an LDC in the event of an MDM/R failure that disrupts the LDC’s operations.
Such a mechanism will provide potential lenders with the assurance necessary to
allow an LDC access to the financial and other resources that would be required
to respond to such a failure. The LDC community expressed a concern that,
without such a mechanism, it could be difficult for some LDCs to access

emergency funding to enable their continued operation, and credit ratings could

be impacted.
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119. The SME has also been advised by the EDA that the EDA anticipates
requesting that the Board approve a deferral account for all distributors to record
prudent costs incurred as result of an MDM/R failure or to manage the risks of
such a failure. The SME supports this request but is not in a position to lead

substantive evidence on the matter.

Allocation of Service Credits

120. Under Section 2.2.10 of the SME/LDC Agreement, the SME is obligated to
“make its best efforts to ensure the MDM/ R services meet the applicable service
levels prescribed in the MDM/R Terms of Service”. The service levels for the
MDM/R will mirror the service levels that IBM Canada must meet under the
MDM/R Agreement and are specified on a province-wide basis (as opposed to
per LDC). If IBM Canada fails to meet these service levels, the SME will receive
service credits from IBM Canada to reduce the fees owing to IBM Canada under

the MDM/R Agreement.

121.  All service credits received by the SME will be passed on to LDCs through
credits against the SMC. Under section 7.6 of the SME/LDC Agreement, the
SME will report the amount of any accrued service credits from IBM Canada (or
any other OSP) to the SME Steering Committee along with supporting
information on each incident that resulted in a service credit. The SME Steering
Committee will then determine the allocation of any credits to any MDM/R
service recipients. This will allow the SME Steering Committee to use discretion
in distributing the credits in circumstances where one or more users of the

MDM/R have been disproportionately affected by a service level failure.
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Dispute Resolution

122, A key issue raised during meetings with LDCs was an appropriate
mechanism to settle any disputes between the SME and the LDCs. LDCs
expressed a desire to have any disputes related to the SME/LDC Agreement
settled by the Board. As such, the SME/LDC Agreement contains a provision in
section 8.1 that permits either party, after attempting good faith negotiations, to

apply to the Board for determination of a dispute.

123. The Board has the jurisdiction to determine such disputes under section 19
of the OEB Act, which provides the Board with the “authority to hear and
determine all questions of law and of fact” in all matters within its jurisdiction.
The Board is also the most appropriate arbiter of such disputes because of its
authority over the SME/LDC Agreement under section 5.4 of the Distribution
System Code and its ongoing regulatory oversight of both the SME and the

province’s LDCs.

124, An exception to the dispute resolution process described above is
contained in section 8.3 of the SME/LDC Agreement for disputes with respect to
the calculation of the SMC amount; such disputes will instead proceed using the
existing dispute mechanism procedures contained in the IESO Market Rules for
IESO settlement statements. The Market Rules outline a detailed process for
good faith negotiation followed by arbitration. The adoption of this process
creates a single consistent approach for resolving disputes concerning an IESO
settlement statement whether the charges relate to the wholesale market or the
SMC. To date, the IESO has not had a settlement statement dispute under the
Market Rules proceed beyond good faith negotiation.
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Amendments

125. As provided for in section 10.1, no amendment to the SME/LDC
Agreement is effective until approved by the Board. The provision also requires
that any party seeking to amend the SME/LDC Agreement must first consult the

SME Steering Committee on the merits of the proposed amendment.

Term

126. The SME/LDC Agreement terminates on January 26, 2016, which is
aligned with the end of the current SME licence granted by the Board. The term
of the SME/LDC Agreement can only be extended by order of the Board.
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PART 3 - EXPLANATION FOR PROPOSED AMENDMENT

Provide a brief description of the following:

¢ The reason for the proposed amendment and the impact on the JESO-administered markets if the
amendment is not made.

» 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 amendment proposes to allow for use of the wholesale market settlement, invoicing and payment
process for the smart metering services provided by the IESO to local distribution companies. The
proposed amendment would allow the IESO to instruct the bank to debit the IESO-administered
markets settlement clearing account only the amount paid for the smart metering charge and deposit
those funds in an IESO operating account.

These amendments would simplify the smart metering charge settlement, invoicing and payment
process by using the current wholesale market processes. As the Smart Metering Initiative is not part
of the wholesale market, the obligation to pay and resulting actions due to non-payment of this charge
would be included in agreements between the IESO and the LDCs. It is the IESO’s intention that this
agreement would authorize the use of wholesale market rules and processes regarding settlements and
dispute resolution. This agreement will not make the LDCs that are not market participants subject to
the market rules. Rather the LDCs will be agreeing to use certain existing processes defined by the
market rules where applicable.

The issue of incomplete payments by market participants paying the smart metering charge is
addressed in MR-00336-R01.

Background

The Smart Metering Initiative (SMI) is the Government of Ontario’s initiative fo create a conservation
culture and a toolset for demand management based upon the province-wide deployment of smart
meters. The smart meter will record electricity use for each hour and apply time-of-use pricing for
Ontario consumers. This will, in effect, allow the consumer to manage their electricity use and take
advantage of lower pricing periods.

The IESO entered into an agreement in July 2006 with the Ministry of Energy to support the SMI and
was recently designated as the Smart Metering Entity (SME) by regulation under the Electricity Act,
1998.! As the SME, the IESO is responsible for the administration and operation of the meter data
management / meter data repository (MDM/R), which will collect and store information related to the
metering of consumers’ consumption or use of electricity in Ontario,. The SME will also provide the
validating, estimating and editing process for this data so that it can used by the LDCs for billing
purposes. The Electricity Act, 1998, as amended by Bill 21, entitles the SME to recover, through just

! Refer to the Ministry of Energy’s announcement at http.//www.e-
laws.gov.on.ca/html/source/regs/english/2007/elaws_sre_regs r07393 e.him
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PART 3 — EXPLANATION FOR PROPOSED AMENDMENT

and reasonable rates and the costs approved by the OEB associated with the conduct of the SME’s
activities. The OEB has not yet established a fee or fee structure for the SME function. This OEB-

established fee would be the smart metering charge.

In June 2007, the OEB issued amendments to the Distribution System Code that require LDCs to enter
into an agreement with the SME, in a form approved by the OEB. The agreement will set out the
respective roles and responsibilities of the LDC and the SME in relation to metering and the
information required to be exchanged to allow for the conduct of these respective roles and
responsibilities. The IESQ, as the SME, has circulated a draft agreement to the LDCs for comment
and will be pursuing OEB approval of the agreement in the late summer/early fall of 2007.

For further information refer to MR-00336-Q00.

Discussion

It is proposed to add a new section, 6.11.4a, which would permit the IESO to instruct the bank to debit
the IESO settlement clearing account the amount paid by the LDCs for the smart metering charge. The
proposed amendment would also permit the IESO to instruct the bank to deposit these funds into an
IESO operating account.

PART 4 — PROPOSED AMENDMENT

Chapter 9:
Chapter 9:

6.11  Payment of Invoices

6.11.1 Subject to section 6.11.2 and section 11.5 of Chapter 2, each market participant
shall pay the full net invoice amount by the market participant payment date
specified in the SSPC or, where applicable, determined in accordance with any of
sections 6.3.23, 6.3.27 and 6.3.29, regardless of whether or not the market
participant has initiated or continues to have a dispute respecting the net amount
payable.

6.11.2 A market participant may pay at an earlier date than the market participant
payment date specified in the SSPC or, where applicable, determined in
accordance with any of sections 6.3.23, 6.3.27, and 6.3.29 in accordance with the

following:

6.11.2.1 notification must be given to the JESO before submitting such
prepayment or before converting an existing overpayment by the
market participant into a prepayment;

6.11.2.2  the prepayment notification shall specify the dollar amount prepaid;
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6.11.2.3  a prepayment shall be made by the market participant into the JESO
prepayment account designated by the JESO;

6.11.2.4  on any marke! participant payment date, the IESO may initiate the
transfer of necessary funds from the IESO’s prepayment account to the
1IESO settlement clearing account to discharge, up to the amount of the
prepayment, that market participant’s outstanding payment obligations
arising in relation to that market participant payment date; and

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

6.11.2.7 subject to section 5.6.3 of Chapter 2, and notwithstanding section
4.18.1.2 of Chapter 8, funds held in an IESO prepayment account on
behalf a market participant may be applied by the IESQ to any
outstanding financial obligations of that market participant to the
1ESO for transactions carried out in the IESO-administered markets.

6.11.3 With respect to transmission service charges, the JESO may instruct the bank
where the IESO settlement clearing account is held to debit the /ESO settlement
clearing account and transfer to the relevant transmitter’s transmission services
seftlement account sufficient funds to pay in full the transmission service charges
falling due to that transmitter on any /ESO payment date specified in the SSPC or,
where applicable, determined in accordance with any of sections 6.3.23, 6.3.27,
and 6.3.29.

6.11.4 With respect to the [ESO administration charge, the IESO may instruct the bank
where the IESQ settlement clearing account is held to debit the IESO settlement
clearing account and transfer to the relevant JESO operating account sufficient
funds to pay in full the JESO administration charge falling due on any JESO
payment date specified in the SSPC in priority to any other payments to be made
on that JESO payment date or on subsequent days out of the /ESO settlement
clearing account.

6.11.4a  With respect to the smart metering charge, the JESQ may instruct the bank where
the IESO settlement clearing account is held to debit the JESO settiement clearing
account and transfer to the relevant /ESQ operating account only those funds that
were received in the JESO seftlement clearing account in payment of the smart
metering charge. The smart metering charge is the fee approved by the OFB to
recover costs incurred by the JESO solely as a result of the JESO acting as the

Smart Metering Entity and its responsibilities related to the smart metering

initiative.

6.11.5 The IESO shall, on the IESO payment date specified in the SSPC or, where applicable,
determined in accordance with any of sections 6,3.23, 6.3.27, and 6.3.29, determine the
amounts available in the IESQ settlement clearing account for distribution to market
participants, and shall, if necessary, borrow funds in accordance with the provisions of
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section 6.14 if necessary to enable the JESO settlement clearing account to clear no later
than 11:00 am on the IESO payment date.

PART 5 —-TESO BOARD DECISION RATIONALE

These amendments would simplify and reduce the costs of the smart metering charge settlement,
invoicing and payment processes by using the current wholesale market processes.
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PART 3 — EXPLANATION FOR PROPOSED AMENDMENT

Provide a brief description of the following:

o The reason for the proposed amendment and the impact on the JESO-administered markets if the
amendment is not made.

¢ Alternative solutions considered.
¢ The proposed amendment, how the amendment addresses the above reason and impact of the
proposed amendment on the IESO-administered markets.

Summary
Refer to MR-00336-R00.
This amendment proposes to address the situation where a market participant:

» makes a partial payment on an invoice that contains wholesale market settlement amounts and
the smart metering charge; and

¢ does not direct the IESO how to apportion the partial payment to the wholesale market
settlement amounts and the smart metering charge.

This amendment would obligate the IESO to apply the partial payment first to wholesale market
settlement amounts owed by the market participant and then apply any remaining payment to the smart
metering charge.

This amendment would reduce the risk of a default on payment of wholesale market settlerment
amounts by a market participant also paying the smart metering charge and the subsequent imposition
of a default levy on non-defaulting market participants.

Background
Refer to MR-00336-R00.

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

Discussion

It is proposed to add a new section, 6.14.3A, which would dictate the allocation of funds if there is an
incomplete invoice payment. If a market participant fails to pay their invoice in full and the market
participant has not advised the IESO as to how to apportion a partial payment, the IESO would be
obligated to allocate the partial payment first to satisfying any charges due under the market rules
before being applied to the smart metering charge.

This amendment would:

s recognize the right of the market participant to allocate a partial payment,

s provide transparency and certainty as to what would happen when a market participant does
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PART 3 — EXPLANATION FOR PROPOSED AMENDMENT

not exercise that right; and

» reduce the risk of a default on wholesale market payments and the resulting imposition of the
default levy.

PART 4 — PROPOSED AMENDMENT

Chapter 9

6.14 Payment Default

6.14.1 Subsequent to the close of banking business (of the bank at which the IESO
settlement clearing account is held) on the market participant payment date
referred to in the SSPC or, where applicable, determined in accordance with any
of sections 6.3.23, 6.3.27, and 6.3.29, the /ESO shall ascertain if the full amount
due by any market participant has been remitted to the IESO settlement clearing
account.

6.14.2 A market participant shall notify the JESO immediately if it becomes aware that a
payment for which it is responsible will not be remitted to the JESQ settlement
clearing account on time and shall provide the reason for the delay in payment.

6.14.3 If the full amount due by a market participant has not been remitted after
accounting for any prepayments made by the market participant pursuant to
section 6.11.2, the provisions of section 6.3 of Chapter 3 shall apply and default
interest shall accrue on all amounts outstanding.

6.14.4 The IESO shall be authorised to borrow short-term funds to clear the credits in
any settlement cycle only if the following conditions are met:

6.14.4.1 there are insufficient funds remitted into the IESO settlement clearing
account to pay all market creditors due for payment from the funds in
the IESQO settlement clearing account, and clear the IESO settlement
clearing account on a given IESO payment date, due to:

a. payment default by one or more market participants in the day-
ahead energy forward market or the real-time markets; or

b. the circumstances referred to in section 4.19.2 or 4.19.6 of
Chapter 8;

6.14.4.2 [Intentionally left blank]

6.14.5 If the JESO borrows short-term funds pursuant to section 6.14.4, it shall recover
this borrowing:
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6.14.5.1  where the insufficient funds were due to a payment defauit referred to
in section 6.14.4.1 (a) by taking all steps against the defaulting market
participant as provided for in these market rules and as referred to in
section 8.1.2.2 and then, if necessary, by imposing the default levy in
accordance with section 8 of Chapter 2; or

6.14.5.2  where the insufficient funds were due to the circumstances referred to
in section 6.14.4.1 (b), in the manner referred to in sections 4.19.3 and
4.19.5 of Chapter 8 and then, if necessary, by recovering from market
participants, on a pro-rata basis across all allocated quantities of
energy withdrawn at all RWMs and intertie metering points during all
intervals and settlement hours within the energy market billing period
in which the IESO invoices the market participants.

6.14.6 If there are insufficient funds remitted into the IESO setflement clearing account
to pay all market creditors due for payment from the funds in the /ESO settlement
clearing account, and clear the IESO settlement clearing account on a given IESO
payment date due to default by one or more market participants or to the
circumstances referred to in section 6.14.4.1 (b), the JESO shall borrow funds in
accordance with section 6.14.4 in order to clear the JESO settlement clearing
account no later than the close of banking business (of the bank at which the JESO
settlement clearing account is held) on that JESO payment date.

6.14.7 If the JESO has exhausted credit availability contemplated by section 6.14.4, then
the IESO shall pay real-time market creditors on a pro rata basis in proportion to
the amounts owed to each real-time market creditor. Any amounts that remain
owing to real-time market creditors shall bear interest at the default interest rate
until paid.

6.14.8 Upon receipt of any payments by the JESO, either from or on the bebalf of one or
more defaulting market participants including any prudential support held by the
IESO, or on behalf of non-defaulting market participants pursuant to a default
levy, the IESO shall first repay all existing lines of credit and other banking
facilities, including the portion of the deferred payment plan line of credit
applicable to such defaulting market participants, and following repayment of
such lines of credit and banking facilities, the /ESO shall then repay on a pro-rata
basis all real-time market creditors owed amounts pursuant to section 6.14.7.

6.14 Payment Default

6.14.1 Subsequent to the close of banking business (of the bank at which the JESO
settlement clearing account is held) on the market participant payment date
referred to in the SSPC or, where applicable, determined in accordance with any
of sections 6.3.23, 6.3.27, and 6.3.29, the JESO shall ascertain if the full amount
due by any market participant has been remitted to the IESO settlement clearing
account,
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6.14.2 A market participant shall notify the JESO immediately if it becomes aware that a
payment for which it is responsible will not be remitted to the IESO settlement
clearing account on time and shall provide the reason for the delay in payment.

6.14.3 If the full amount due by a market participant has not been remitted after
accounting for any prepayments made by the market participant pursuant to
section 6.11.2, the provisions of section 6.3 of Chapter 3 shall apply and default
interest shall accrue on all amounts outstanding,.

6.14.3A  If the market participant’s invoice includes a settlement amount owing for the
smart metering charge under section 6.11.4A and the market participant:

e fails to remit the full invaice amount due by the market participant pavment date; and

» __does not direct the JESQ how to apportion the payment between the smart metering
charge and all other seftlement amounts on the invoice prior to the JESO pavment

dale,
the /ESO shall allocate the payment made by the markef participant first to

satisfving anv settlement amounts due under the market rules before being applied

to the smart metering charge.

6.14.4 The IESO shall be authorised to borrow short-term funds to clear the credits in
any settlement cycle only if the following conditions are met:

6.14.4.1 there are insufficient funds remitted into the JESO settlement clearing
account to pay all market creditors due for payment from the funds in
the IESO settlement clearing account, and clear the IESO seftlement
clearing account on a given IESO payment date, due to:

a. payment default by one or more market participants in the day-
ahead energy forward market or the real-time markets; or

b. the circumstances referred to in section 4.19.2 or 4.19.6 of
Chapter 8;

6.14.4.2 [Intentionally left blank]

6.14.5 If the JESO borrows short-term funds pursuant to section 6.14.4, it shall recover
this borrowing:

6.14.5.1  where the insufficient funds were due to a payment default referred to
in section 6.14.4.1 (a) by taking all steps against the defaulting market
participant as provided for in these market rules and as referred to in
section 8.1.2.2 and then, if necessary, by imposing the default levy in
accordance with section 8 of Chapter 2; or

6.14.5.2  where the insufficient finds were due to the circumstances referred to
in section 6.14.4.1 (b), in the manner referred to in sections 4.19.3 and
4.19.5 of Chapter 8 and then, if necessary, by recovering from market
participants, on a pro-rata basis across all allocated quantities of
energy withdrawn at all RW»Ms and intertie metering points during all
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intervals and settlement hours within the energy market billing period
in which the 7ESO invoices the market participants.

6.14.6 If there are insufficient funds remitted into the IESO settlement clearing account
to pay all market creditors due for payment from the funds in the IESO settlement
clearing account, and clear the IESO settlement clearing account on a given IESO
payment date due to default by one or more market participants or to the
circumstances referred to in section 6.14.4.1 (b), the JESO shall borrow funds in
accordance with section 6.14.4 in order to clear the IESO settlement clearing
account no later than the close of banking business (of the bank at which the JESO
settlement clearing account 1s held) on that IESO payment date.

6.14.7 If the JESO has exhausted credit availability contemplated by section 6.14.4, then
the /ESO shall pay real-time market creditors on a pro rata basis in proportion to
the amounts owed to each real-time market creditor. Any amounts that remain
owing to real-time market creditors shall bear interest at the default interest rate
until paid.

6.14.8 Upon receipt of any payments by the JESO, either from or on the behalf of one or
more defaulting market participants including any prudential support held by the
IESQO, or on behalf of non-defaulting market participants pursuant to a default
levy, the IESO shall first repay all existing lines of credit and other banking
facilities, including the portion of the deferred payment plan line of credit
applicable to such defaulting market participants, and following repayment of
such lines of credit and banking facilities, the JESO shall then repay on a pro-rata
basis all real-time market creditors owed amounts pursuant to section 6.14.7.

PART 5 -TESO BOARD DECISION RATIONALE

Insert Text Here
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Smart Meter Charge Rule Amendme
' Question and Answers '

October 2007 - Appendix “B” - Smart Metering Charge Rule
E I Amendment - Question and Answers
(October 2007)

The most efficient and cost-effective way to levy the Smart Meter Charge (SMC) is to incorporate it
into the existing IESO settlement, invoicing and payments process. The current market rule
amendment, MR-00336-R00-R01, in front of the Technical Panel will allow the IESO and local
distribution companies (LDCs) to use existing settlement and invoicing processes.

Below are IESO responses to questions raised by Technical Panel mmembers about MR-00336. These
questions are grouped under six main categories:

» market participant default;

* cross-subsidization;

« amendment clarifications;

s rate information;

» SME governance and operation; and

¢ other questions

Market Participant Default

Ql: What would happen if a market participant LDC makes a partial payment of an invoice that has
both wholesale market charges and an SMC?

Al: If a market participant LDC makes a partial payment, and the LDC does not indicate how the
payment should be allocated, the IESO will first allocate the partial payment to the wholesale
market charges and then any remaining payment amount to the SMC. This ensures that the
market participant LDC has the right to allocate funds te any cutstanding debts it chooses, as
would the case if the JESQ issued a separate invoice for the SMC.

If the partial payment does not cover all wholesale market charges, the IESO would treat that
as an event of default under the market rules. If the partial payment does cover all wholesale
market charges, but not the SMC, the IESO would treat that situation as permitted under the
SME framework, The SME framework does not provide for the equivalent of the “default
levy.” In the event the monies were never recovered, the IESO intends to fund the shortfall
using the SME deferral account which would be recovered within the calculation of future

SMC rates.
Cross Subsidization

Q2: Is there a risk of cross-subsidization between IESO's SME activities and the IESO’s role as the
market and systems operator?
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A2:

Q3:

A3:

Q4:

Ad:

Q5:

AS5:

Q6

Aé6:

IESOTP 206-2c

The purpose of the SMC is to recover costs directly associated with the IESOs role as the SME.
The SMC is separate and distinct from the IESO administration charge and all costs associated
with the SMC including staffing will be accounted for in the SMC.

The issue of cross-subsidization is within the purview of the OEB and its associated
proceedings.

How will the IESO keep the functions of the IESO and the wholesale market separate from its
SME responsibilities? Shouldn’t the IESO keep these two functions as separate as possible?

The IESO will take steps to ensure that costs related to the fulfiliment of its SME
responsibilities will be separately accounted for. This would include accounting for the
activities of staff dedicated to the SME role and any other instance involving the usage of staff
time or resources from elsewhere within the IESO organization.

Is it appropriate for the JESO to use wholesale market systems and processes for collection of
charges that are outside of the wholesale market?

Yes, the use of existing systems and processes will ultimately reduce costs to the end-use
consumer as it will avoid the need for the IESO and the LDCs to develop new processes for
reconciliation, invoicing, payment and notices of disagreement. In addition, this amendment
will allow LDCs that are market participants to make a single payment to deal with all
transactions involving the IESO.

The use of wholesale market systems and processes for other charges is not new. Currently,
there are several charges whose structure are not governed by the market rules but are
nonetheless administered via IESO systems and processes such as transmission charges, the
debt retirement charge and the global adjustment. The IESO administers the collection and
distribution of these charges (to MPs and non-MPs) by leveraging its existing processes and
wants to use the same approach for the SMC. One significant difference between the proposed
treatment of the SMC relative to the existing treatment of charges such ag the debt retirement
charge is that failure to pay these latter charges is an event of default under the market rules.
Failure to pay the SMC is not an event of default under the market rules.

Is there a possible co-mingling issue by using the same bank account for the wholesale market
charges and the SMC?

No. The IESO will always know the balance of the SMC within the IESO settlement clearing
account. This amendment allows the LDC to transact with the same bank account for all
transactions with the IESO.

Does the IESO accept risks associated with potential future changes to the wholesale market rules
that may adversely affect the SME and administration of the SMC?

The IESO accepts the risks with this rule amendment where future changes to the wholesale
market might negatively impact the implementation of the SMC. If such changes do occur, the
IESO would review the impacts on the SME and SMC activities and make changes to those
activities as appropriate.
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A7:

IESOTP 206-2¢

Is there potential for changes to market rules and processes to accommodate non-market
participants paying the smart metering charge?

There is no potential for changes to the market rules and processes to accommodate non-MPs
paying the SMC.

Amendment Clarifications

Q8.

AS:

Q9:

A9:

Q10:

A10:

Q11:

All:

Q12:

AlZ:

Has the IESO considered alternatives to the approach set out in MR-003367?

The IESO has not looked at any alternatives extensively. An alternative such as separate
invoicing could be done using the existing software and would not cost that much to the IESO.
With an alternative approach, the IESO and organizations using the meter data management
and repository (MDM/R}, would need to develop separate processes for reconciliation,
invoicing, payment, notices of disagreement and other processes.

Is the IESO imposing and exposing market rules and processes on entities that are not market
participants?

The IESO does not have the authority under the Electricity Act, 1998 to require embedded
LDCs to register as market participants and adhere to the market rules. Rather, each LDC that
participates in the MDM/R will be contractually bound by the SME-LDC agreement to use the
IESQ’s settlement and dispute resolution processes. The relevant market rules will be
incorporated into the SME-LDC agreement that all LDCs will be require to sign before
participating in the MDM/R. The agreement between the IESO, as SME, and the participating
L.DCs must be approved by OEB.

If this market rule amendment is passed and, in the future, the IESO is no longer the SME, could
the same processes be used?

Yes, as long as the regulatory framework surrounding the new SME would allow it.
If the amendment fails, could the IESO still use the settlement clearing account?

No. The market rules define the uses of the settlement clearing account. Unless the market
rules are amended to make an exception for the SMC, the settlement clearing account cannot
be used,

Does placing the smart metering charge on a market participant’s invoice provide an obligation
for the participant to pay it?

The obligation to pay the SMC is formed by the SME-LDC agreement, and not the market
rules, even in cases where the LDC is also a market participant. The IESO does not consider
the SMC to be a charge under the market rules. Accordingly, the SMC will not be a factor
when calculating a market participant’s prudential support obligation and failing to pay the
SMC will not constitute an event of default under the market rules.
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Why is the rule amendment necessary? Can’t the SME-LDC agreement specify the use of the
account?

The rule amendment is necessary to use the settlement clearing account. As noted above, the
market rules govern the usage of the settlement clearing account.

What will this proposal cost embedded LDCs that are not currently market participants?

The only potential cost would be for an LDC to set up Electronic Funds Transfer capability
with its bank so that it can remit the SMC to the IESO. The LDC will also need to get access
to the IESO reports site, where it will be able to retrieve its settlement statement and invoice,
but there is no associated cost. It is up to the individual non-MP to decide the extent to which
they utilize the settlement statement for reconciliation purposes

Smart Metering Charge Rate

Q15:

Alb:

Q16:

Aleé:

Q17

Al7:

Q18:

AlS:

Q19:

Al9:

Has the JESO applied for the SMC rate order from the OEB and what body has jurisdiction over
the rate order?

The IESO has not yet applied for the rate order. Currently, the IESO does not know whether
the Ministry of Energy or OEB will formulate the initial rate structure, but the OEB will have
long term authority over it,

Who will monitor compliance of the SMC?

Compliance related to the smart metering initiative relates to adherence to the SME-LDC
agreement including non-payment of the SMC. The role of compliance is different with the
SME than it is in the wholesale market. SME staff and the MDM/R operational service
provider will monitor interactions between the MDM/R and the MDM/R service recipient
(LDC, retailer, agent, etc).

Will LDCs pass on the SMC to end-use consumers?

The method of cost recovery will be decided by the OEB,

What is the rate structure of the SMC?

This has not yet been determined. See answer to the rate application question {Q15) above.

Shouldn’t the payment of the smart metering charge, a non-wholesale market charge, be on a
more commercial basis of invoicing (e.g. payment within 30 days instead of 2 business days)?

The IESQ appreciates that LDCs are concerned about being open to short payments on the
SMC from their end-user customers. The IESO is not opposed to invoicing the SMC based on
the previous month’s activity (rather than the billing period to which the invoice pertains (as
is the case with most other settlement amounts) if the OEB’s rate order will allow for this
practice.
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Q20:  Will the SMC cover all the smart metering costs?
A20: No. The SMC will cover the IESO’s costs in procuring and administering the MDM/R, but

will not include any costs incurred by individual LDCs to access the MDM/R. The precise
scope of the SMC is subject to regulation by the Ministry of Energy and/or the OEB.

SME Governance and Operation

Q21:  Would the use of the IESO's settlement system make it more difficult to transfer the SME
function to a different entity in the future?

Az1:  Assignment of the SME function is the prerogative of the Minister of Energy. Given that the
bulk of the IESO’s SME functions are fulfilled through an agreement with an external
Operational Service Provider, this role could be easily transferred to another entity. In the
event of a transfer, the use of the IESO’s settlement systems could be unwound through
amendments to the SME-LDC agreement.

Q22:  Does the IESO have the authority to be the SME?

A22: The IESO was named as the Smart Metering Entity by Ontario Regulation 393/07 made under
the Electricity Act, 1998. The appointment of the IESO is consistent with the IESO’s statutory
objects to “plan, manage and implement” and to “oversee, administer and deliver” the smart
metering initiative or any aspect of the initiative (see Ontario Regulation 452-06).

Q23:  Does the OEB’s Affiliate Relationship Code (ARC) apply to the SME and the IESO?

A23: The ARC applies to licensed transmitters and distributors in Ontario and requires the
separation of a monopoly function (e.g. distribution wires business) from a competitive
function (e.g. retail marketer) within the same organization. The ARC does not apply to the
provision of MDM/R services by the SME, Further, as a non-profit corporation whose
activities are constrained by the objects set out in the Electricity Act, 1998, the IESO could not
use any customer information obtained from an LDC through the MDM/R to engage in a
business that competes with the LDC. In any event, the IESO will not require LDCs to store
data that would identify its customers (such as names, addresses, etc.) in the MDM/R,

Other Ouestions

Q24:  Will the MDM/R provide reports for the reconciliation of the SMC?

A24: Reports from both the MDM/R and settlement statements will provide data that will allow for
reconciliation of the SMC. The nature of the data provided from the MDM/R is contingent on
the structure of the SMC.

Q25:  Are there implications for a host LDC?
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No. Both directly connected and embedded LDCs will be required to sign the SME-LDC
agreement, and the SMC charge will be invoiced to all signatories of the agreement. The host
will not be held liable for any shortfalls for their embedded LDCs.

Could the IESO issue manual invoices for the SMC?

Yes, but that would eliminate the efficiency gains made by using existing IESO processes for
settlements, notice of disagreements, etc. By using the existing framework, existing MPs
would reconcile the SMC in the same way as other charges.

What is the timeline for implementation of the SMC? Is the timeline dependent on the
installation of the smart meters?

A timeline for the implementation of the SMC has not yet been established. As stated above,
the rate structure for the SMC will be set by the Ministry of Energy or the OEB and the IESO
will implement the SMC in accordance with those directions. The enrollment of an LDC’s
mart meters in the MDM/R will not be gated by when the LDC’s have all their smart meters
installed. The plan is to envoll most, if not all, LDCs with only a subset of their planned full
compliment of smart meters. Subsequently installed smart meters would be added to the
MDM/R incrementally via a routine process,
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REVISED: February 27, 2010

SMART METERING AGREEMENT FOR DISTRIBUTORS

THIS AGREEMENT dated this e day of e, 20e,

BETWEEN :

[INSERT DISTRIBUTOR NAME], a distributor licensed by the Ontario Energy
Board under the Ontario Energy Board Act, 1998 (Ontario)

(the “Distributor”)

and
[INSERT NAME OF ORGANIZATION DESIGNATED AS THE SMART
METERING ENTITY], designated as the Smart Metering Entity under the
Electricity Act, 1998 (Ontario)
(the “SME”)

WHEREAS:

A. The [INSERT NAME)] has been designated as the Smart Metering Entity under the
Electricity Act, 1998 (Ontario) for the purpose of co-ordinating the implementation of
the Government of Ontario’s Smart Metering Initiative, a key component of which is
the MDM/R.

B. The functions required for the MDM/R were established by the Ministry of Energy
and set out in the “Meter Data Management and Repository, Functional Specification,
Issue 2.0, November 29, 2006”.

C. The MDMY/R will be utilized to collect, manage, store and retrieve information related
to consumers’ use of electricity in Ontario and the SME will, subject to any
requirements prescribed by regulation and the protection of privacy, provide and
promote non-discriminatory access to that information.

D. Pursuant to the procurement process managed by the Independent Electricity System
Operator, IBM Canada Limited was engaged on December 5, 2006, as an Operational
Service Provider for the design, engineering, delivery, instailation, configuration,
integration, implementation and operation of the MDM/R.




E. The MDM/R Agreement between the SME and IBM Canada Limited establishes the
service levels and certain other terms and conditions under which MDM/R services
are provided to distributors.

F. The OEB’s Distribution System Code provides that a distributor shall, upon being
requested to do so, enter into an agreement with the SME, in a form approved by the
OEB, which sets out the respective roles and responsibilities of the distributor and the
SME in relation to smart metering and the information required to be exchanged to
allow for the conduct of their respective roles and responstbilities.

G. The roles and responsibilities of the SME and the Distributor set out under this
Agreement reflect the regulatory framework under which the Smart Metering
Initiative is being implemented, including the role of the SME in administering the
provision of services to distributors pursuant to all MDM/R Agreements.

NOW THEREFORE, in consideration of the mutual covenants set forth herein and of other
good and valuable consideration, the receipt and adequacy of which is hereby acknowledged,
the Parties agree as follows:

ARTICLE 1
INTERPRETATION

1.1  Definitions: In this Agreement, the following terms and expressions shall have the
meanings set out below unless the context otherwise requires:

1.1.1 “Agreement” means this Agreement, including the Schedules to this Agreement.

1.1.2 “AMI” means the Distributor’s advanced metering infrastructure, including the
smart meter, Advanced Metering Communication Device (AMCD), Local Area
Network (LAN), Advanced Metering Regional Collector (AMRC), Advanced
Metering Control Computer (AMCC), Wide Area Network (WAN), and related
hardware, software, and connectivity required for a fully functioning data
collection system.

1.1.3 “Authorized Agent” has the meaning ascribed to it in section 2.7.

1.1.4 “Billing Quantity Data” means smart metering data that is ready for use in
billing consumers for their consumption or use of electricity based on the time of
day when the electricity was consumed or used;

1.1.5 “Distributor” has the meaning ascribed to it above and includes the
Distributor’s directors, officers, employees, contractors, agents, advisors and
consultants,

1.1.6 “Market Rules” means the Market Rules for the Ontario Electricity Market.



1.2

1.1.7 “MDM/R” means the Meter Data Management and Repository developed by the
SME within which Smart Metering Data is processed to produce Billing Quantity
Data and such data is stored for future use.

1.1.8 “MDM/R Agreements” means the Meter Data Management and Repository
Development, Hosting and Support Agreement dated December 5, 2006 between
the SME and IBM Canada Limited, and all other agreements between the SME
and an Operational Service Provider.

1.1.9 “OEB” means the Ontario Energy Board or its successor.

1.1.10  “Operational Service Provider” means IBM Canada Limited and any other
party engaged by the SME, excluding the Independent Electricity System
Operator, to assist with the development and operation of the MDM/R.

1.1.11  “Party” means a party to this Agreement.

1.1.12  “Smart Metering Charge” means any fee payable to the SME in respect of
its role and responsibilities in respect of the Smart Metering Initiative and
approved by the OEB or otherwise required by law.

1.1.13  “Smart Metering Data” means data derived from smart meters, including
data related to the consumers’ consumption of electricity.

1.1.14  “Smart Metering Initiative” means those policies of the Government of
Ontario related to its decision to ensure Ontario electricity consumers are
provided, over time, with smart meters.

I.1.15  “SME?” has the meaning ascribed to it above and includes the SME’s
directors, officers, employees, contractors, agents, advisors and consultants.

1.1.16 “SME Steering Committee” means the forum to represent the interests of the
MDM/R service recipients to be established by the SME under section 3.2,

1.1.17 “Terms of Service” means the terms and conditions made under section 3.1.

1.1.18 “VEE” means those validation, estimating and editing services, as specified
by the SME, that are performed on Smart Metering Data to identify and account
for missed or inaccurate Smart Metering Data.

Interpretation: In this Agreement, unless the context otherwise requires:
1.2.1 words importing the singular include the plural and vice versa;
1.2.2 words importing a gender include any gender;

1.2.3 other parts of speech and grammatical forms of a word or phrase defined in this
Agreement have a corresponding meaning;



1.3

2.1

2.2

1.2.4 the expression “person” includes a natural person, any company, partnership,
trust, joint venture, association, corporation or other private or public body
corporate, and any government agency or body politic or collegiate;

1.2.5 areference to a thing includes a part of that thing;

1.2.6 a reference to an article, section, provision or schedule is to an article, section,
provision or schedule of this Agreement;

1.2.7 a reference to any statute, regulation, proclamation, order in council, ordinance,
by-law, resolution, rule, order or directive includes all statutes, regulations,
proclamations, orders in council, ordinances, by-laws or resolutions, rules, orders
or directives varying, consolidating, re-enacting, extending or replacing itand a
reference to a statute includes all regulations, proclamations, orders in council,
rules and by-laws of a legislative nature issued under that statute;

1.2.8 areference to a2 document or provision of a document, including this Agreement
and any externally referenced documents, includes an amendment or supplement
to, or replacement or novation of, that document or that provision of that
document, as well as any exhibit, schedule, appendix or other annexure thereto;

1.2.9 a reference to sections of this Agreement or of any externally referenced
documents separated by the word “to” (i.e., “sections 1.1 to 1.4”") shall be a
reference to the sections inclusively; and

1.2.10 the expression “including” means including without limitation, the expression
“includes” means includes without limitation and the expression “included”
means included without limitation.

Headings: The division of this Agreement into articles and sections and the insertion
of headings are for convenience of reference only and shall not affect the interpretation
of this Agreement, nor shall they be construed as indicating that all of the provisions of
this Agreement relating to any particular topic are to be found in any particular article,
section, subsection, clause, provision, part or schedule.

ARTICLE 2
ROLES AND RESPONSIBILITIES

Compliance with Applicable Law: The Parties shall comply with the provisions of all
applicable laws and any codes issued by the OEB that relate to the Smart Metering
Initiative.

Roles and Responsibilities of the SME: The SME shall:

2.2.1 administer the ongoing development of the MDM/R and any associated SME
infrastructure required to fulfill the Smart Metering Initiative;



2.2.2 co-ordinate with other bodies having regulatory functions with respect to the
Smart Metering Initiative, including the OEB and the Ministry of Energy and
Infrastructure, as appropriate;

2.2.3 conduct such testing as the SME determines appropriate of the MDM/R and the
interfaces between the MDM/R and the Distributor’s systems prior to authorizing
the Distributor to operate using the MDM/R and in advance of a modification to
the MDM/R;

2.2.4 cooperate with reasonable testing by the Distributor of the interfaces between the
MDM/R and the Distributor’s systems requested by the Distributor, including
reasonable testing by the Distributor of the interoperation of the Distributor’s
systems with the MDM/R;

2.2.5 provide reasonable and effective training to staff of the Distributor and the
Distributor’s Authorized Agent on the MDM/R and any associated infrastructure
provided by the SME to support the interoperation of the Distributor’s systems
with the MDM/R;

2.2.6 subject to any requirements prescribed by regulation, receive Smart Metering
Data, and such other information required by the SME to fulfill its obligations in
respect of the Smart Metering Initiative, from the Distributor or the Distributor’s
Authorized Agent, conduct the applicable VEE processes for such information,
and transmit Billing Quantity Data to the Distributor or the Distributor’s
Authorized Agent in a form that allows the Distributor to bill in accordance with
an OEB approved tariff;

2.2.7 provide the Distributor with remote access to the MDM/R on a non-
discriminatory basis for the purposes of:

2.2.7.1 retrieving and reviewing the Distributor’s Smart Metering Data and
Billing Quantity Data for any business purpose of the Distributor; or

2272 editing the Distributor’s Smart Metering Data and other information
the Distributor is authorized to edit;

provided that the SME may establish reasonable restrictions on remote access to
safeguard the operational integrity of the MDM/R, ensure performance of the
MDM/R in accordance with the applicable service levels prescribed in the Terms
of Service, perform maintenance on the MDM/R, or resolve an outage of the
MDM/R;

2.2.8 provide ongoing technical support to the Distributor in relation to the MDM/R
and any associated SME infrastructure required to fulfill the Smart Metering

Initiative;

2.2.9 ensure that Smart Metering Data transmitted to the SME by the Distributor is
stored in the MDM/R for 26 months and available to the Distributor for 10 years
in an archived format, or as otherwise required by law;
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2.3

2.4

2.2.10 perform its obligations under the Terms of Service and make best efforts to
ensure that the MDM/R services meet the applicable service levels prescribed in
the Terms of Service;

2.2.11  work with stakeholders to achieve continuous service through any transition to
any subsequent agreement or agreements relating to MDM/R operations;

2.2.12 carry out such other roles and responsibilities as are required to fulfill the
Smart Metering Initiative.

Smart Metering Charge: The SME shall invoice the Distributor for and collect the
Smart Metering Charge in accordance with settlement procedures identical to those set
forth in sections 6.1 to 6.15 of Chapter 9 of the Market Rules mutatis mutandis. In any
application to the OEB to set the Smart Metering Charge, the SME shall request that
the OEB permit the Distributor to pass through the Smart Metering Charge to
consumers.

Audit of the MDM/R: The SME shall cause independent audits of the MDM/R and
the MDM/R internal control environment, including relevant controls performed by the
SME and the MDM/R Operational Service Providers, to be conducted annually by a
nationally recognized audit firm, the scope and objectives of such audits to be relevant
to a user organization’s internal control as it relates to an audit of financial statements.
The audit shall be conducted in accordance with the standards or equivalent standards
to those established by the Canadian Institute of Chartered Accountants for audits of
controls at a service organization. The audit period shall be at minimum six months in
duration, concluding not more than 3 months from the end of the calendar year. The
audit report shall be made available to users of the report no later than November 15 of
each calendar year. This report shall hereinafter be referred to as the “first audit
report”. As early as possible and no later than January 15 of the following calendar
year, the SME shall issue a management representation letter from the SME Chief
Financial Officer stating that controls continue to be in place and working effectively
and that there is no change in the control environment between the date of the audit
report and December 31, or, at the SME’s option in lieu of the representation letter, a
second audit report covering the eight month period up to and including November 30
(hereinafter referred to as the “second audit report™).

In the event of any qualification or significant exception in an audit report, at the
request of the Distributor and subject to the approval of an officer of the SME or a
committee of the SME Board or the SME Board, the SME shall cause to have specified
procedures performed by a nationally recognized audit firm. The approval of this
request shall not be unreasonably withheld. The Distributor’s request shall include the
specified procedures requested by their external auditor to be performed by the SME’s
auditor. Notwithstanding the SME’s requirement for approval by an officer of the
SME or a committee of the SME Board or the SME Board, the SME shall (a) respond
to the Distributor’s request in writing within 5 business days of receipt of their request
with the specified procedures that the SME shall cause to have performed and (b)
advise when the results of the specified procedures will be provided to the Distributor.
The SME will use commercially reasonable efforts to have the results of the specified
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2.6

procedures provided to the Distributor within 5 weeks of the approval of the request for
specified procedures pertaining to the first audit report and within 2 weeks of the
approval of the request for specified procedures pertaining to the second audit report, if
applicable, or as otherwise agreed between the Distributor and the SME. The SME may
consolidate similar requests from multiple Distributors, provided that such
consolidation does not negatively impact on the timing of any of the approvals or the
delivery of the results of the specified procedures.

In the event of any qualification or significant exception in the audit report, and where
all reasonable means have been exhausted with specified procedures to meet
Distributors” financial reporting requirements, Distributors required by law to file
audited financial statements with a securities commission and comply with National
Instrument 52-109 or equivalent shall have the right to have their financial statement
auditor conduct audit procedures of the MDM/R and MDM/R internal control
environment, subject to all of the following:

* The scope and objectives of the audit are limited to supporting the audit of
and/or certification of Distributor’s financial statements;

» Reasonable costs of the audit, including costs of the SME and the MDM/R
Operational Service Providers to support the audit, shall be borne by the
Distributor; and

»  Distributor’s external auditor agrees to the SME and MDM/R Operational
Service Providers’ non-disclosure and information confidentiality terms and
conditions.

The SME shall develop and execute a remediation plan to address significant
exceptions on a timely basis.

Interactions with Customers: The Distributor shall be solely responsible for
interacting with its customers in respect of individual customer data originating from
the MDM/R or any individual customer information derived from the MDM/R
regardless of whether such data is presented to the customer by the Distributor, the
SME or their respective agents.

Roles and Responsibilities of the Distributor: The Distributor shall:

2.6.1 ensure that its AMI complies with all of the applicable functional and technical
specifications published by the SME with respect to the Smart Metering Initiative
and conduct such testing of its AMI as required by the SME to demonstrate such
compliance;

2.6.2 participate in any testing of the MDM/R and the interfaces between the MDM/R
and the Distributor’s systems as required by the SME;

2.6.3 certify to the SME, in a form acceptable to the SME, that the Distributor has
completed any testing required by the SME and is ready to operate using the
MDM/R, its AMI and any associated infrastructure required to fulfill the Smart

Metering Initiative;
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3.1

3.2

33

2.6.4 transmit to the SME Smart Metering Data and any other information required by
the SME under section 2.2.6, retain such information for a minimum of 5 days,
and re-transmit such information to the SME upon request;

2.6.5 perform its obligations under the Terms of Service as an MDM/R service
recipient; and

2.6.6 carry out such other roles and responsibilities as are required to fulfill the Smart
Metering Initiative.

Authorized Agent Permitted: On written notice to the SME, the Distributor may
authorize one or more persons to act on the Distributor’s behalf as an agent
(“Authorized Agent™) in any or all of the matters related to the Smart Metering
Initiative and this Agreement. The authorization shall be in the form specified by the
SME. The Distributor is responsible for ensuring that its Authorized Agent is aware of
and complies with the terms and conditions of this Agreement.

ARTICLE 3
TERMS OF SERVICE

Terms of Service: The SME shall make Terms of Service for the management and
operations of the MDM/R under this Agreement and shall publish the Termas of Service
on its website.

SME Steering Committee: The SME shall establish the SME Steering Committee as a
forum to represent the interests of stakeholders. The SME Steering Committee shall
have up to 13 representatives where:

3.2.1 a majority of the members shall represent local distribution companies that are
receiving service from the MDM/R or otherwise eligible to receive service from
the MDM/R;

3.2.2 following a date to be established by the SME in consultation with the Ministry
of Energy and Infrastructure, up to three members shall represent retail
companies that are receiving service from the MDM/R or otherwise eligible to
receive service from the MDM/R;

3.2.3 up to two members will be members-at large; and
3.2.4 one member shall represent the interests of the SME.

Appointment of the SME Steering Committee: Except for the members-at-large and
the member representing the SME, members of the SME Steering Committee shall be
appointed by the Board of Directors of the SME from among nominations made by
persons that are receiving service from the MDM/R or otherwise eligible to receive
service from the MDM/R. Distributor representatives may also be appointed from
nominations submitted by the Board of Directors of the Electricity Distributors
Association or any successor organization.
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3.5

3.6

4.1

4.2

Amendment to the Terms of Service: The SME may amend the Terms of Service at
any time provided that the SME establishes and follows a process by which the SME
Steering Committee may first provide advice and recommendations to the SME on the
amendment. When amending the Terms of Service, the SME shall consider the overall
cost and schedule impacts of the proposed amendment to the SME and any parties
receiving service from the MDM/R, and any anticipated impact on electricity
consumers.

Amendment Proposals: The SME shall establish a process under which any party
receiving service from the MDM/R may propose an amendment to the Terms of
Service.

Manuals and Procedures: The SME may make and amend manuals and procedures
to provide more detailed descriptions of the requirements under the Terms of Service,
including any forms required under this Agreement or the Terms of Service, and shall
publish any manuals and procedures made under the Terms of Service on its website.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES

Mutual Representations and Warranties: Each Party represents and warrants to and
covenants with the other Party as follows:

4.1.1 it has all the necessary corporate power to enter into and perform its obligations
under this Agreement;

4.1.2 the execution, delivery and performance of this Agreement by it has been duly
authorized by all necessary corporate and/or governmental action and does not
(or would not with the giving of notice, the lapse of time or the happening of any
other event or condition) result in a violation or a breach of or a default under or
give rise to a right of termination, greater rights or increased costs, amendment or
cancellation or the acceleration of any obligation under (i) any charter or by-law
mstruments of that Party; (ii) any contracts or instruments to which it is a party or
by which it is bound; or (iii) any laws applicable to it;

4.1.3 the individual(s) executing this Agreement, and any document in connection with
this Agreement, on its behalf has been duly authorized to execute this Agreement
and has the full power and authority to bind the Party;

4.1.4 this Agreement constitutes a legal and binding obligation of the Party,
enforceable against the Party in accordance with its terms; and

4.1.5 it holds all permits, licences and other authorizations that may be necessary to
enable it to carry on the business and perform its roles and responsibilities under
the Smart Metering Initiative and this Agreement.

Representations and Warranties of the SME: The SME represents and warranis to
the Distributor that it and any Operational Service Provider have adequate qualified
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3.1

5.2

5.3

employees and other personnel and organizational and other arrangements that are
sufficient to enable it to perform all of its roles and responsibilities under the Smart
Metering Initiative and this Agreement.

Representations and Warranties of the Distributor: The Distributor represents and
warrants to the SME that:

4.3.1 the Distributor is a [INSERT FORM OF BUSINESS ORGANIZATION] duly
[INCORPORATED/ FORMED/REGISTERED)] and existing under the laws
of [JURISDICTION];

4,3.2 the Distributor and any Authorized Agent has the authority under any applicable
Jaws to provide Smart Metering Data and any other information required under
section 2.2.6 to the SME; and

4.3.3 the Distributor or its Authorized Agent have adequate qualified employees and
other personnel and organizational and other arrangements that are sufficient to
enable it to perform all of its roles and responsibilities under the Smart Metering
Initiative and this Agreement.

ARTICLE 5
ACCESS TO MDM/R DATA

Disclosure of MDM/R Data: Subject to its OEB licence, the SME may disclose, use
or reproduce any data contained in the MDM/R, including Smart Metering Data and
Billing Quantity Data, for any purpose; provided that in making data available to any
third party, the data shall be presented in a manner that prevents the specific data of an
individual customer of the Distributor being identified with that customer or premises.
If the SME is compelled by law, regulation or order of court or tribunal to disclose any
data contained in the MDM/R to a third party in a manner other than as provided for
under this section 5.1, the SME shall, to the extent permitted by law, provide the
Distributor with reasonable notice and the Distributor may seek a protective order or
other appropriate remedy to prevent disclosure of the data.

Protocol for Access to MDM/R Data: The SME shall consult with the SME Steering
Committee and develop and publish a protocol setting out the procedures it will follow
in providing access to MDM/R data while preventing identification of the specific data
associated with an individual customer or premises.

Freedom of Information and Protection of Privacy Act: The Distributor
acknowledges that SME is bound by the provisions of the Freedom of Information and
Protection of Privacy Act (Ontario) and may be required by order of a court or tribunal
to disclose information provided by the Distributor to SME. The SME acknowledges
that the Distributor may be bound by the provisions of the Freedom of Information and
Protection of Privacy Act (Ontario), the Municipal Freedom of Information and
Protection of Privacy Act (Ontario) or other such legislation and may be required by
order of a court or tribunal to disclose information provided by the SME to the
Distributor.
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6.2

7.1

7.2

7.3

ARTICLE 6
INTELLECTUAL PROPERTY

Intellectual Property Rights: The Distributor shall not acquire any title, beneficial
ownership interests or any intellectual property rights, including any proprietary rights
provided under (i) patent law, (ii) copyright law (including moral rights), (iii) trade-
mark law, (iv) design patent or industrial design law, (v) semi-conductor chip,
integrated circuit topography or mask work law, or (vi) any other statutory provision or
common law principle regarding intellectual or industrial property, including trade
secret law, in the MDM/R or any associated infrastructure used by the SME to fulfill
the Smart Metering Initiative. Similarly, the SME shall not acquire any such title,
interests or rights in respect of the Distributor’s AMI, customer information systems,
billing systems or any associated infrastructure used by the Distributor to fulfill those
objectives.

Survival: Article 6 of this Agreement shall survive the assignment, transfer or
termination of this Agreement.

ARTICLE 7
LIABILITY AND INDEMNIFICATION

Limitation of Liability of the SME: Except as provided in sections 7.5, 7.6 and 7.7,
the Distributor shall have no recourse against the SME in respect of any breach of this
Agreement, or any loss or damage to the Distributor, which in either case is attributable
to an act or omission of any Operational Service Provider. The SME’s liability to the
Distributor attributable to an act or omission of the SME shall be limited to:

7.1.1 actual direct damages and in no event shall the SME be liable to the Distributor
in respect of punitive, consequential or indirect damages or loss of profit, loss of
data or loss of revenue; and

7.1.2 the cumulative liability of the SME to all MDM/R service recipients (including
the Distributor) in connection with an act or omission of the SME under this
Agreement shall not exceed an aggregate amount of $1,000;

except as provided for in section 7.3 or to the extent that any such damages are
recovered by the SME from an Operational Service Provider under section 7.6.

Limitation of Liability of the Distributor: The Distributor’s liability to the SME
attributable to an act or omission of the Distributor shall be limited to actual direct
damages and in no event shall the Distributor be liable to the SME in respect of
punitive, consequential or indirect damages or loss of profit, loss of data or loss of
revenue. The liability of the Distributor to the SME in connection with an act or

. omission of the Distributor shall not exceed $1,000.

Indemnification: The SME shall indemnify and hold harmless the Distributor from
any and all claims, losses, liabilities, obligations, actions, judgments, suits, costs,
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7.4

7.5

7.6

expenses, disbursements and damages incurred, suffered, sustained or required to be
paid, directly or indirectly, by, or sought to be imposed upon, the Distributor to the
extent that such claims, losses, liabilities, actions, judgments, suits, costs, expenses,
disbursements or damages arise out of a breach of Article 5 of this Agreement.

Duty to Mitigate: A Party has a duty to mitigate damages, losses, liabilities, expenses
or costs relating to any claims that may be made under this Agreement.

Cost Recovery: The SME shall cooperate with the Distributor (acting individually or
in concert with other licenced distributors that are parties to an agreement with the
SME) in:

7.5.1 any proceeding before the OEB; and

7.5.2 any initiative to make a submission to, or obtain a legislative or regulatory
amendment from, the Province of Ontario;

in which the Distributor seeks a change to any of its rates or charges or other appropriate
relief for any of its losses or incremental costs related to any act or omission of the
SME, the Operational Service Provider or a service provider of the SME. The SME
shall assist in the coordination of the claim or initiative being put forward by the
Distributor. Such cooperation by the SME shall include, but not be limited to,
promptly providing to the Distributor and the OEB, at the request of the Distributor but
at the SME’s cost, accurate information, analysis, documents, and evidence. For greater
certainty, the SME's obligation to provide assistance under this section shall not be limited to a
cost of $1000 by section 7.1.2.

Reduction of Smart Metering Charge: If an Operational Service Provider fails to
meet the required service levels under an MDM/R Agreement, or otherwise breaches
an MDM/R Agreement, and that failure or breach resulis int a reduction of the fees
payable to the Operational Service Provider by the SME, or if any amount is recovered
from the Operational Service Provider in respect of any such failure or breach, then an
amount equal to the reduction or recovered amount will be:

7.6.1 set aside by the SME as an amount owing to MDM/R service recipients;

7.6.2 reported to the SME Steering Committee along with any pertinent information in
the possession of the SME which may assist the SME Steering Committee in
determining which MDM/R service recipients were affected by the MDM/R
failure or breach; and,

7.6.3 subsequently distributed to MDMJ/R service recipients by the SME in the manner
directed by SME Steering Committee.

The SME Steering Committee shall allocate such funds using any methodology it
considers appropriate and resolve any disputes between the Distributor and any other
MDM/R service recipient with respect to the allocation of such funds. The Distributor
and the SME agree to adhere to all decisions made by the SME Steering Commnittee
with respect to the allocation of such funds.
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7.7

8.1

8.2

8.3

9.1

Monitoring of the Operational Service Provider: The SME will use commercially
reasonable efforts to monitor each Operational Service Provider’s performance under,
and to enforce the provisions of, its MDM/R Agreement (which shall include, for
greater certainty, the diligent pursuit, through legal proceedings if necessary, of any
appropriate reductions of fees or recovery of any amounts owing as damages, penalties
or otherwise). The Distributor may seek an order of specific performance requiring the
SME to take commercially reasonable actions to enforce the provisions of an MDM/R
Agreement at the SME's cost.

ARTICLE 8
DISPUTE RESOLUTION

Dispute Resolution: Subject to section 8.3, the Parties shall attempt to settle any
dispute in connection with this Agreement or the Smart Metering Initiative through
good faith negotiations. If the Parties are unable to resolve the dispute through good
faith negotiation, either Party may apply to the OEB for determination of the dispute.
A Party shall provide written notice to the other Party of its intention to apply to the
OEB for determination of the dispute at least ten (10) business days before filing any
application materials with the OEB.

Limitation Period: Subject to section 8.3, a Party shall commence any proceeding in
respect of a dispute under this Agreement or related to the Smart Metering Initiative
within two years of the earlier of:

8.2.1 the date on which the claim is discovered; or
8.2.2 the date on which this Agreement is terminated under section 11.1.

Smart Metering Charge: Any dispute between the Parties in respect of the calculation
of the Smart Metering Charge shall be determined in accordance with a dispute
resolution procedure identical to that set forth in section 2 of Chapter 3 of the Market
Rules mutatis mutandis. The Distributor shall commence any proceeding in respect of
the calculation of the Smart Metering Charge invoiced to it by the SME within the
applicable limitation period set forth in section 2.5.1A.3 or 2.5.1A.4 of Chapter 3 of the
Market Rules.

ARTICLE 9
FORCE MAJEURE

Force Majeure: If either Party is unable to satisfy any of its obligations under this
Agreement due to causes beyond the Party’s reasonable control, provided that the Party
makes all reasonable efforts to avoid, or if unavoidable, to correct the reason for such
delay or failure and gives the other Party prompt notice of such delay or failure, then
such Party shall be excused and relieved from its obligation to satisfy such obligation
for so long as the event continues and for such reasonable period of time thereafter as
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10.1

10.2

10.3

10.4

11.1

11.2

11.3

11.4

may be necessary for the Party to resume performance of the obligation. For the
avoidance of doubt, “causes beyond the Party’s reasonable control” include an event of
fire, flood, earthquake, element of nature, explosions, acts of God, acts of war,
terrorism, riots, civil or public disorders or disobedience, strikes, lock-outs, labour
disruptions, acts of vandalism, sabotage, or other unlawful acts, and any other similar
event beyond the commercially reasonable control of the Party.

ARTICLE 10
AMENDMENT AND ASSIGNMENT

Amendment Generally: Except as otherwise provided in this Agreement, no
amendment to this Agreement will be effective until approved by the OEB. A Party
may apply to the OEB to amend this Agreement at any time provided that the Party has
first consulted with the SME Steering Committee on the merits of the proposed
amendment.

Amendment to Section 4.3: The Distributor may amend the Distributor’s corporate
information provided under section 4.3 at any time without the approval of the OEB.

Amendment to Schedule “A”: The Distributor or the SME may amend their
respective nominated representatives for official notifications listed in Schedule “A” at
any time without the approval of the OEB.

Assignment Generally: Except as provided for in section 11.2, neither Party may
assign its rights and obligations under or transfer any of its interest in this Agreement
without the prior consent of the other Party, which consent shall not be unreasonably
withheld. An assignment under this section does not require the approval of the OEB.

ARTICLE 11
TERM AND TERMINATION

Term: Unless otherwise extended by order of the OEB, this Agreement shall terminate
on March 31, 2012,

Termination of the Smart Metering Entity Role: If during the term of this
Agreement, the SME is no longer designated under the Electricity Act, 1998 (Ontario)
as the Smart Metering Entity, this Agreement shall be assigned to and assumed by the
successor Smart Metering Entity.

Delivery of Historical Data: In the event that MDM/R services are no longer being
provided under either this Agreement or any subsequent agreement or agreements
relating to MDMV/R operations, the SME shall, at the request of the Distributor, obtain
and deliver to the Distributor the Distributor’s Smart Metering Data and Billing
Quantity Data stored in the MDM/R. This section 11.3 shall survive the assignment,
transfer or termination of this Agreement.

Deemed Release of the SME: Subject to section 6.2, the Distributor will be deemed
to release the SME from all obligations, liabilities, claims and demands against SME in
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12.1

12.2

12.3

12.4

12.5

12.6

12.7

12.8

respect of the Smart Metering Injtiative and this Agreement, whether known or
unknown, upon the earlier of:

11.4.1 two years after termination of this Agreement; or

11.42 the assumption of any obligations, liabilities, claims and demands against
SME in respect of the Smart Metering Initiative and this Agreement by another
entity in accordance with section 11.2.

ARTICLE 12
MISCELLANEOUS

No Agency or Partnership: The Parties do not intend that any agency or partnership
be created between them by this Agreement.

No Warranty: Except as specifically set forth in this Agreement, there are no
representations, warranties, or conditions of either Party, express, implied, statutory or
otherwise, regarding any matter, including warranties or conditions of merchantable
quality or fitness for a particular purpose.

Successors and Assigns: This Agreement shall enure to the benefit of, and be binding
on, the Parties and their respective successors and permitted assigns.

Severability: Any provision of this Agreement that is invalid or unenforceable shall be
ineffective to the extent of that invalidity or unenforceability and shall be deemed
severed from the remainder of this Agreement, all without affecting the validity or
enforceability of the remaining provisions of this Agreement or affecting the validity or
enforceability of such provision in any other jurisdiction.

Notices: Any notice or other communication required or permitted to be given or made
under this Agreement shall be sent by courier or other form of personal delivery, by
prepaid first class mail, by facsimile or electronic mail and be addressed to the other
Party in accordance with the contact information listed in Schedule “A” of this
Agreement.

Governing Law: This Agreement shall be governed by and construed in accordance
with the laws of the Province of Ontario and the federal laws of Canada applicable
therein. The Parties irrevocably attorn to the exclusive jurisdiction of the courts of the
Province of Ontario.

Conflict or Inconsistency: In the event of a conflict or inconsistency between this
Agreement and the provisions of the Terms of Service, this Agreement shall prevail. In
the event of a conflict or inconsistency between this Agreement and any code issued by
the OEB under section 70.1 of the Ontario Energy Board Act (Ontario), the code shall
prevail.

Amendment to the Market Rules: If the SME proposes to or receives a proposal to
amend any provision of the Market Rules incorporated in this Agreement by reference,
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the SME shall provide the Distributor with reasonable notice of the proposed
amendment and identify what impact the amendment will have upon this Agreement.

12.9 Waiver: No failure or delay by a Party in exercising any right, power or privilege
under this Agreement shall operate as a waiver thereof. No provision of this
Agreement may be waived except in writing by a Party at its sole discretion, and a
waiver on any occasion shall not act as a waiver or bar to the enforcement of the rights
of a Party with respect to any other breach or the same breach on any other occasion.

12.10Entire Agreement: This Agreement represents the complete agreement between the
Parties and supersedes all prior communications, understandings and agreements
between the Parties, whether written, oral, expressed or implied.

12.11 Counterparts: This Agreement may be executed by the Parties by facsimile or
electronic signature and in separate counterparts, each of which when so executed and
delivered will be an original, but all such counterparts will together constitute one and
the same instrument.
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IN WITNESS WHEREOF the Parties have, by their duly appointed and authorized
representatives, executed this Agreement.

[INSERT DISTRIBUTOR NAME]

By:

Name;
Title:

[INSERT NAME OF SMART METERING
ENTITY]

By:

Name;
Title:

-17-



SCHEDULE “A”
NOMINATED REPRESENTATIVES FOR OFFICIAL NOTIFICATIONS

SME

Name of SME
Representative:

Title:

Address:

City/Province/Postal Code

Email address:

Phone:

Fax:

Distributor

Name of Distributor
Representative:

Title:

Address:

City/Province/Postal Code

Email address:

Phone:

Fax:
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1.

1.1

1.1.2

1.2

1.2.1

1.2.2

1.2.3

MDM/R Governance

Contractual Force

The terms of service are given contractual force and effect as between each
MDM/R service recipient and the SME by virtue of the execution of the smart
melering agreement under which each MDM/R service recipient and the SME
agreed to perform its respective obligations under the terms of service.

The terms of service set out the principles regarding the administration and
operational framework of the MDM/R and any other infrastructure required to
fulfill the obligations set out in the smart metering agreement between the SME
and an MDM/R service recipient.

SME Steering Committee

‘The SME shall establish the SME steering committee as a forum to represent the
interests of the MDM/R service recipients. The SME steering commitiee will be
provided with an opportunity to:

e provide input in the ongoing development of the terms of service and the
MDM/R manuals and procedures,

e provide input on the SME s provision of MDM/R services and the adherence
to the committed service levels as prescribed in the terms of service;

e considet amendment proposals forwarded by the SME, MDM/R service
recipients, or initiated by the SME steering committee; and

e participate in the consultations, when requested by the SME, on amendments
to the MDM/R manuals and procedures.

The SME may request members of the SME steering committee to provide
feedback on particular topics and/or respond to various surveys from time to time.

The composition of the SME steering committee shall be as set out in the smart
melering agreement.
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1.24

1.2.5

1.2.6

1.2.7

1.2.8

1.2.9

1.2.10

Except for the members-at-large and the member representing the SME, members
of the SME steering committee shall be appointed by the Board of Directors of the
SME from among nominations made by MDM/R service recipients or entities
eligible to become MDM/R service recipients. Distributor representatives may
also be appointed from nominations submitted by the Board of Directors of the
Electricity Distributors Association or any successor organization.

The Board of Directors of the SME may solicit nominations to encourage a broad
selection of qualified candidates for the various representative and at-large
positions. Expertise in MDM/R, AMI and CIS technologies and associated
business processes will be a factor in making appointments.

Subject to section 1.2.7, members of the SME steering commitiee shall serve for a
term of two years.

The Board of Directors of the SME may appoint members of the SME steering
committee for a term of one year to ensure regular rotation of membership of the
SME steering committee.

When selecting members to represent distributors, the Board of Directors of the
SME may consider such factors as providing representation from a range of AMJ
and CIS technologies as well as a range of utility size, geographic location, and
demographics.

The following persons are disqualified from being a member of the SME steering
committee:

® aperson who is less than eighteen years of age;

e aperson who is of unsound mind and has been so found by a court in Canada
or elsewhere;

e aperson who is not an individual;
e aperson who has the status of bankrupt; or

e aperson who is an employee of or has a material interest in any company or
organization providing goods or services to the SME while acting in its
capacity as the SME.

In the event that a member’s position on the SME steering committee becomes
vacant prior to the end of the member’s term, the Board of Directors of the SME
may appoint a new member in accordance with the procedure outlined in section
1.2.4 to fill the position for the remainder of that term.
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1.2.11

1.2.12

1.2.13

1.2.14

1.3

1.3.1

13.2

1.3.3

A majority of the members of the SME steering committee shall be considered a
quorum.

The SME steering committee may establish its own procedures, including
provisions relating to:

e the frequency, format, location and scheduling of meetings;
» attendance requirements for members of the SME steering committee,
e procedures that govern the conduct of meetings;

o method of selecting a Chair of the SME steering committee, who shall not be
the SME member; and

* any administrative matters that are not otherwise stipulated by the terms of
service.

The SME steering committee may recommend that the SME form working groups
or standing committees to consider topics in specific areas.

Material submitted to or discussed at meetings of the SME steering committee will
not normally be confidential. If confidential material is necessary for the
consideration of a matter, the SME steering committee will establish appropriate
confidentiality safeguards prior to receipt of that material.

Amending the Terms of Service

An MDM/R service recipient or any other interested person may propose an
amendment to the ferms of service and shall file with the SME an amendment
submission in a form specified by the SME and a statement of the reason for
which such amendment may be necessary or desirable. The SME shall publish the
amendment submission and the accompanying statement.

The SME may at any time propose on its own initiative to amend the ferms of
service as may be necessary or desirable. The SMFE shall publish an amendment
submission in a form specified by the SME and a statement of the reason for
which such amendment may be necessary or desirable,

Any amendment proposal to the terms of service from the SME or other parties
shall be referred to the SME steering committee for consideration unless the SME
determines that the amendment is an urgent amendment, in which case, the SME
shall file a statement with the SME steering committee indicating that, in its
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1.3.4

1.3.5

1.3.6

1.3.7

1.3.8

1.3.9

opinion, an amendment to the ferms of service is urgently required for one or
more of the following reasons:

¢ To avoid, reduce the risk of or mitigate the effects of conditions that affect
the ability of the AMDM/R to function within defined service levels.

¢ To avoid, reduce the risk of or mitigate the effects of the abuse of MDM/R
services by an MDM/R service recipient or any other party.

¢ To implement regulations or other any applicable law which requires
immediate compliance by the SME or an MDM/R service recipient.

e To avoid, reduce the risk of or mitigate the effects of an unintended
adverse effect of a provision or provisions in the ferms of service

The SME steering committee shall report to the SME its recommendation on each
amendment proposal in a form specified by the SME. The SME steering
committee s report shall include its recommendation on the amendment proposal
and highlight any further additions, deletions or changes to the original
amendment proposal recommended by the SME steering committee and the
reasons for each recommended change.

In its report to the SME, the SME steering commiftee shall recommend a schedule
for the implementation of an amendment to permit MDM/R service recipients a
reasonable time to modify their systems and procedures to accommodate the
change.

The SME shall consider any recommendations received from the SME steering
committee but is not be obligated to accept the recommendations when approving
or rejecting the amendment proposal and shall publish its decision and provide a
statement of the reason for any additions, deletions or changes to the amendment
proposal.

The SME may approve or reject any amendment proposal and make any
additions, deletions or changes to the amendment proposal that it deems
necessary. The SME shall publish its decision and provide a statement of the
reason for any additions, deletions or changes to the amendment proposal.

The SME shall implement any amendment to the terms of service in accordance
with section 2.5 of the terms of service.

If in the judgment of the SME, an amendment to the terms of service would
require a material increase in the smart metering charge, the SME may delay
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1.4

1.4.1

14.2

1.4.3

1.4.4

1.4.5

1.4.6

implementation of the amendment until a corresponding increase in the smar¢
metering charge is approved by the OEB.

MDM/R Manuals and Procedures

The SME may create MDM/R manuals and procedures to provide further detail
on the implementation of the ferms of service and shall publish any MDM/R
manuals and procedures. The MDM/R manuals and procedures will address
three main categories of activities:

s registration and enrolment with the MDM/R;
e steady state operations of the MDM/R; and
°* managing changes.

An MDM/R service recipient or any other interested person may propose an
amendment to the MDM/R manuals and procedures and shall file with the SME
an amendment submission in a form specified by the SMFE and a statement of the
reason for which such amendment may be necessary or desirable. The SME shall
publish the amendment submission and the accompanying statement.

The SME may at any time determine on its own initiative or amend the MDM/R
manuals and procedures as may be necessary or desirable. The SME shall
publish an amendment submission in a form specified by the SME and a statement
of the reason for which such amendment may be necessary or desirable.

The SME shall establish a process for reviewing and considering amendment
proposals to MDM/R manuals and procedures. Other than in the case of urgens
amendments, the SME shall engage MDM/R service recipients in the development
of amendments to the MDM/R manuals and procedures. Changes to forms and
other supporting documentation referenced within the procedure will not be
subject to a stakeholder process.

The SME may approve or reject amendment proposals to the MDM/R manuals
and procedures. The SME shall report its decisions on such matters to MDM/R
service recipients giving its reasons for the decision, including any further
changes made to the amendment proposal by the SME.

The SME shall implement any amendment to MDM/R manuals and procedures in
accordance with section 2.5 of the terms of service.
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1.5

1.5.1

2.2

2.2.1

2.3

2.3.1

Urgent Amendments

In urgent situations meeting one or more of the criteria set out in section 1.3.3
where the normal course of stakeholder engagement with AMMDM/R service
recipients is not practicable, the SME may amend the terms of service or the
MDM/R manuals and procedures by urgent amendment and shall provide
MDM/R service recipients with the best information concerning the change as
soon as possible. :

Administration

Administration of the Terms of Service

The SME is responsible for the administration of the ferms of service and the
MDM/R manuals and procedures.

SME Compliance

The SME shall comply with, observe and perform any duties and obligations
imposed on the SME by the terms of service and the MDM/R manuals and
procedures.

Obligations of the SME

The SME shall provide access to the MDM/R for any AMI technology requested
by MDM/R service recipients, provided that:

o the AMI technology is compliant with the Functional Specification for an
Advanced Metering Infrastructure, (Ontario Regulation 425/06 — as amended
by Ontario Regulation 440/07);

o the AMI technology is compliant with all other applicable laws and
regulations governing its use in the province of Ontario;

o the AMI technology is compliant with all of the applicable functional and
technical specifications required by the SME and has successfully completed
such testing of the 4AMI as required by the SME to demonstrate such
compliance;
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o the cost for implementing new interfaces to new 4MJ technologies shall be
borne by the SMFE and recovered through the MDM/R Fee; and

¢ the SME shall have authority over the implementation schedule for new AMI
technologies and in the course of planning its implementation activities, shall
consult with the SME Steering Committee to determine such matters as
priority, scheduling and costing of such implementation, while the technical
aspects of implementation shall be governed by the change management and
release management processes described in sections 2.4 and 2.5 respectively.

232 The SME shall monitor the operational performance of the MDM/R to ensure that
the service levels in Appendix ‘A’ are met by the OSP on a continual basis.

233 An MDM/R service recipient shall provide any information required by the SME:

e during the course of the MDM/R registration and enrollment process set
out in section 3.3 to produce a forecast of future transactional volumes
and shall communicate to the SME material changes to forecasts as soon
as practical. The forecast is required to ensure that the hardware and
systems used by the OSP to provide the MDAM/R services will meet the
forecasted volumes;

e at any time to produce a forecast of future transactional volumes for the
purposes of assessing the impact of any proposed material change to the
smart metering initiative. The SME shall consult with the SME Steering
Committee prior to making any request under this provision; or

* at any time to produce a forecast of future transactional volumes for the
purposes of assessing the impact of a material change in the
circumstances of the MDM/R service recipient. The SME shall consult
with the SME Steering Commilttee prior to making any request under this
provision.

2.34 The SME shall ensure the continuity of MDM/R services provided under the rerms
of service. This may include the completion a formal procurement process upon
the expiry of the contract with the OSP.

2.3.5 Subject to applicable law, the SME shall include MDAM/R service recipients in the
procurement process referred to in section 2.3.4 to the extent that such inclusion
does not infringe upon the integrity of the procurement process itself. The SME
shall have the right to make the final procurement decision.

23.6 The SME shall provide reasonable notice to an MDM/R service recipient, and its
agents when required, should an event occur that may materially impact the
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MDM/R service recipient’s use of the MDM/R. These events, the resulting
notification process, and reporting mechanism will be detailed in the MDA/R
manuals and procedures.

24 Change Management

24.1 Subject to section 2.4.2, the SME shall establish and publish a change
management process that will facilitate the evaluation of amendment proposals to
the terms of service, the MDM/R manuals and procedures, the MDM/R or the
specific configuration parameters for an MDM/R service recipient.

242 The transition to a new OSP or a new MDM/R may be subject to special release
calendars and activities determined by the SME. The SME shall provide
reasonable notice to all affected MDM/R service recipients prior to the
commencement of any such transition activities.

2.4.3 The purpose of the change management process shall be to provide reasonable
assurance that changes to the terms of service, the MDM/R manuals and
procedures, the MDM/R or the specific configuration parameters of an MDM/R
service recipient are identified, logged, communicated, assessed, prioritized,
approved, designed and implemented in a controlled manner and in consultation
with MDM/R service recipients.

244 For greater certainty, the change management process shall apply to any release
of the MDM/R or the MDM/R manuals and procedures affecting:

¢ the functionality of the MDM/R;

o the delivery of an MDM/R service;

o the MDM/R technical interface design set out in section 4.2;

s any MDM/R standard falling under the provisions of section 4.3; or

e atarget MDM/R service level falling under the provisions of Appendix “A’.

2.5 MDM/R Change and Release Management

2.5.1 The SME shall establish and publish a change and release management process by
which changes to the MDM/R will be implemented.
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2.5.2

253

254

2.6

2.6.1

262

The purpose of the change and release management process shall be to provide
reasonable assurance that changes to the MDM/R and are authorized, tested, and
implemented in a controlled manner. The process shall include procedures for
communicating, prioritizing and scheduling changes in consultation with MDM/R
service recipients.

The MDM/R change and release management process shall be governed by a
baseline calendar that communicates the steps and timelines regarding the
lifecycle of each scheduled release of the MDAM/R..

The MDM/R change and release management process shall allow for interim
changes to the MDM/R outside of the baseline calendar,

MDM/R Configuration Change Management

The SME shall establish and publish an “MDM/R Configuration Change
Management” process by which changes to MDM/R parameters or configuration
settings that are configured for individual MDM/R service recipients are
authorized and implemented.

The purpose of the “MDM/R Configuration Change Management” process shail
be to provide reasonable assurance that changes to the MDA/R parameters or
configurations that apply to individual MDM/R service recipients are authorized
by MDM/R service recipients and implemented in a controlled manner. The
process shall include procedures for scheduling and communicating
implementation status of changes with affected MDM/R service recipients.

Preparation, Registration and
Enrolment

Preparation and Registration

An MDM/R service recipient shall complete the preparation and registration
process defined by the SME prior to utilizing the MDM/R. The MDM/R service
recipient shall provide the SME with the information required by the SMFE for
MDM/R administration and operation purposes.
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3.2
3.2.1

3.2.2

3.3

33.1

332

4,

4.1

4.1.2

Enrolment

An MDM/R service recipient shall complete an enrolment process defined by the
SME prior to utilizing the MDM/R, which shall include the analysis, development
and testing of the system and business process changes required for the MDAM/R
service recipient to integrate with the MDM/R and utilize the MDM/R services.

During the enrolment process, an MDM/R service recipient shall complete a self-
certification assessment and provide a statement of readiness in the form specified
by the SME at various stages of the preparation, registration and enrolment
processes.

Status Reporting

The SME has the authority to require an MDM/R service recipient proceeding
through the preparation, registration and enrolment process to provide status
reports as required by the SME.

The SME may, at its discretion, delay the progression of an MDM/R service
recipient through the preparation, registration and enrolment processes if that
party fails to comply with the SME’s status reporting requirements.

Operation of the MDM/R

MDM/R Functional Design

Subject to applicable law, the SME shall establish and maintain operational
services in accordance with the functional design of the MDM/R documented 1in
the “Meter Data Management and Repository Detailed Design Document” as
amended from time to time.

The SME shall make the “Meter Data Management and Repository Detailed
Design Document” available to a local distribution company that is an MDM/R
service recipient or its agent during the preparation, registration and enrollment
process for MDM/R operation upon the execution by the MDM/R service
recipient of a confidentiality agreement that is satisfactory to the SME.

10
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4.2 MDM/R Technical Interface Design

4.2.1 The SME shall specify the interface to be used for the transfer of files between the
MDM/R service recipient and the MDM/R. These interfaces will be required to
support any MDM/R service as may be defined by the SME or applicable
regulatory authority from time to time.

4.2.2 The SME shall document the technical interface design in the “Meter Data
Management and Repository Technical Interface Specifications™ and the “Meter
Data Management and Repository Reports Technical Specifications”. The SME
shall publish these documents.

4.3 MDM/R Standards

43.1 The SME shall establish and publish standards, where required, regarding
operational aspects of the MDM/R. '

4.4 MDM/R Incident Management

4.4.1 The SME shall publish an “MDM/R Incident Management Framework” to
identify, track, mitigate and address incidents involving the failure to provide an
MDM/R service in the manner described in the applicable MDM/R manuals and
procedures, or in accordance with the service levels outlined in Appendix ‘A’.
The “MDM/R Incident Management Framework™ shall be detailed in the
applicable MDM/R manuals and procedures, and include:

44.1.1  ameans for MDM/R service recipients to notify the SME of any
incidents regarding the provision of an MDM/R service;

4.4.1.2  ameans for the SME to notify MDM/R service recipients of any
incidents regarding the provision of an MDM/R service and any
applicable interim steps being undertaken by the SME to mitigate such
incidents;

44.1.3  where applicable, a means for the SME to communicate the status of
incidents and known errors to MDM/R service recipients and any
interim arrangements that should be observed by MDM/R service
recipients until such time as a permanent solution to them is
implemented;

44.14  ameans for the SME to inform MDM/R service recipients of status
updates of incidents including estimated time to resolution of
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incidents; and
4.4.1.5  ameans for the SME to declare the resolution of problems and known
errors to all affected MDM/R service recipients - including the
implementation details involving the cutover from any interim
arrangements that were put in place while the incident was in effect.
442 MDM/R service recipients shall make reasonable efforts to follow any direction

443

4.4.4

4.4.5

from the SME to mitigate a known problem and to bring probiems to the attention
of the SME in a timely manner.

The SME shall establish and publish the procedures to manage operational
incidents and problems encountered by organizations utilizing the services of the

MDM/R.

The SME shall categorize reported incidents into different severity levels, and
prioritize and respond to the incident based upon these categorizations. The SME
shall publish the criteria used to categorize incidents.

The severity levels are as follows:
Severity ~ Characteristics
Severity 1 | Severity 1 Incident means an incident that in the reasonable determination of SME
Incident | results in one or mare MDM/R service recipients not being able to receive:
s acritical MDM/R service as defined in Appendix ‘A’
+ a critical MDM/R service at the Service Level required for that measured
service
e a Service functioning in accordance with MDM/R specifications and the
incident is having a severe impact on the business of MDM/R service
recipients
Severity 2 | Severity 2 Incident means an incident that in the reasonable determination of SME,
Incident results in the MDM/R not functioning to specifications and demonstrates itself as an
intermittent problem with high impact on the business of MOM/R service recipients
Severity 3 | Severity 3 Incident means in the reasonable determination of SME:
Incident

an incident causing non-critical degradation of performance
a non-critical MDM/R service as defined in Appendix ‘A’ not being available

an intermittent problem with low impact on the business of MOM/R service
recipients

serious deficiencies in documentation

12
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Severity Characteristics

In

Severity 4 | Severity 4 Incident means in the reasonable determination of SME:

cident * aproblem with the Services for which a long-term bypass is provided

» aminor documentation or cosmetic problem

4.4.6

4.4.7

4.5

4.5.1

The SME shall not be responsible for incidents originating from a MDM/R service
recipient’s failure to comply with the technical interface specifications outlined in
section 4.2,

Notwithstanding sections 4.4.1 to 4.4.4, the MDM/R incident management
Jramework may designate a separate incident management processes for specific
MDM/R services such that:

4.4.7.1 the SME’s duties to gather and disseminate information relating to
incidents involving those specific MDM/R services may be assigned to
a third party; and

4472  the designated third party handling incidents for those specific MDM/R
services is legally bound to the SME to meet all applicable services
levels for those specific MDM/R services as set out in Appendix ‘A°.

MDM/R Service Levels

The SME will make best efforts to ensure that MDM/R operates in accordance
with the applicable service levels for the benefit of all MDM/R service recipients
prescribed in Appendix ‘A’, including:

4.5.1.1 work with the OSP to monitor service levels and address issues and
incidents as they arise;

45.12  seek voluntary actions from MDM/R service recipients regarding the
scheduling, frequency and volumefric restrictions of data flows to and
from the MDM/R; and

4.5.1.3  impose limitations on the frequency and volume of data flows to and
from the MDM/R where such restrictions are necessary to safeguard
the integrity of the MDM/R and its associated service levels for the
benefit of all MDM/R service recipients using the affected MDM/R
services
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4.5.2

453

454

4.5.5

4.6

4.6.1

4.6.2

Before imposing any limitations on the frequency and volume of data flows to
and from the MDM/R under section 4.5.1.3, the SME shall consider the impact of
the limitations on MDM/R service recipients that will be affected by those
limitations.

Where the SME imposes limitations on the frequency and volume of data flows, it
shall, at the first opportunity:

453.1  advise all affected MDM/R service recipients;
4.5.3.2  raise the matter with the SMFE steering committee;

4.53.3  propose to the SME steering committee remedies to such restrictions,
including the potential cost and service implications for each proposed
option; and

4.53.4  seek input from the SME steering committee as to whether or not the
service restriction warrants the necessary costs to remedy the situation.

The SME shall report to MDM/R service recipients, the performance of each
critical MDM/R service and each non-critical MDM/R service against the
corresponding service level targets set out in Appendix ‘A’ on a schedule agreed
to with the SME Steering Committee.

Notwithstanding section 4.5.4, the SME shall report to the SME Steering
Committee all information relating to the reporting and distribution of Service
Level Credits payable by the OSP to the SME.

MDM/R Business Continuity

The SME shall establish business continuity plans for the SME and ensure OSP
establishes disaster recovery plans for the MDAM/R for operating and recovering
from an MDM/R business interruption event or an emergency situation requiring
the SME to evacuate its principal control centre and move to a backup control
centre.

The SME shall establish procedures for SME, OSP, and MDM/R service
recipients coordination and communication in the event of an MDM/R business
interruption event or an emergency situation requiring the SME to evacuate its
principal control centre and move to a backup control centre. The SME shall
publish those procedures in the “MDM/R Business Continuity Manual”.

14
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4.6.3

4.7
4.7.1
4.7.2
473

4.7.4

The procedures described in section 4.6.2 shall define the roles and
responsibilities of the SME, OSP and MDM/R service recipients for responding
to, recovering from and operating during an MDM/R business interruption event
or emergency event.:

[intentionally left blank]
[Intentionally left blank]
[Intentionally left blank]
[Intentionally left blank]
[Intentionally left blank]

Settlement Invoicing and Payment
Process

Settlement Procedure

The SME shall report the smart metering charge to MDM/R service recipients on
the JESQO physical market settiement statements in accordance with section 1.2,
6.1,6.2,6.3,64,6.5, 6.6, 6.7, 6.8 and 6.9 of Chapter 9 of the marker rules.

An MDM/R service recipient may access its settlement statements in accordance
with the above mentioned market rules and the applicable SME market manuals,
including:

5.0 - Overview (MDP_MAN_0005);

5.1 - Settlement Schedule and Payments Calendars (SSPCs) (MDP_PRO 0031);
and

5.5 - Physical Markets Settlement Statements (MDP_PRO 0033).
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5.2 Invoicing Procedure

52.1 The SME shall invoice MDM/R service recipients for the smart metering charge
on the JESO wholesale market invoices in accordance with sections 1.2, and 6.10
of Chapter 9 of the market rules.

522 An MDM/R service recipient may access its invoices in accordance with the
above mentioned market rules and the applicable market manuals, including:

5.0 - Overview (MDP_MAN_0005);

5.1 - Settlement Schedule and Payments Calendars (SSPCs) (MDP_PRO_0031);
and

5.6 - Physical Markets Settlement Invoicing (MDP_PRO_0035)

5.23 Charges for the smart metering charge will not be included in the prudential
calculations for the distributor under the market rules.

5.3 Payment Procedure

5.3.1 MDM/R service recipients shall pay the smart metering charge reported on their
wholesale market invoice issued by the SME in accordance with sections 1.2, and
6.11 of Chapter 9 of the market rules.

532 MDM/R service recipients shall fulfill their obligation to pay their invoices in
accordance with the applicable JESO market manuals, including:

5.0 - Overview (MDP_MAN_0005);

5.1 - Settlement Schedule and Payments Calendars (SSPCs) (MDP_PRO_0031);
and

5.9 - Settlement Payment Methods and Schedule (MDP_PRO_0036)

5.4 Payment Default

5.4.1 If the full amount due by an MDM/R service recipient has not been remitted by
the MDM/R service recipient payment date, default interest shall accrue on all
amount of the smart metering charge outstanding.
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5.5

5.5.1

5.6
5.6.1

5.6.2

5.6.3

Allocation of Payment

If an MDM/R service recipient is also a participant in the wholesale market and
the MDM/R service recipient:

¢ fails to remit the full invoice amount due by the MDM/R service recipient
payment date; and

» does not direct the SME how to apportion the payment between the smart
metering charge and all other settlement amounts on the invoice prior to
the JESO payment date,

the SME shall allocate the payment made by the MDM/R service recipient first to
satisfying any settlement amounts due under the market rules before being
applied to the smart metering charge.

Settlement Disagreements and Disputes

An MDM/R service recipient may register a disagreement concerning the smart
metering charge with the SMFE in accordance with section 6.6 of Chapter 9 of the
market rules.

An MDM/R service recipient may, after having made reasonable efforts to resolve
with the SME any disagreement, submit the matter to dispute resolution in
accordance with section 6.8 of Chapter 9 of the market rules.

An MDM/R service recipient must commence any proceeding in respect of the
calculation of the smart metering charge invoiced to it by the SME within the
applicable limitation period set forth in section 2.5.1A.3 or 2.5.1A.4 of Chapter 3
of the market rules.

Supervision and Dispute Resolution

Supervision by the SME

{ section deleted}

The SME may monitor and supervise the use of the MDM/R by an MDM/R service
recipient, including:

February 23, 2010, Issue 1.0
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6.1.3

6.2

6.2.1

6.2.2

7.2

7.2.1

e any aspect of usage of the MDM/R; and

o the form and content of information transferred between the MDM/R and
the MDM/R service recipient and/or its designated agent(s).

The SME shall have the authority to monitor and supervise each MDM/R service
recipient’s compliance with the procedures developed in support of the
administration and operation of the MDM/R.

Remedies

If an MDM/R service recipient fails to comply with the ferms of service and the
MDM/R manuals and procedures, the SME may utilize any combination of
following remedies:

» the issuance of warnings and notices and the subsequent publication of
any such notices, including details of any associated disruption to any
underlying MDM/R service caused by the actions of that MDM/R service
recipient; and

e where necessary to safeguard the operational integrity of any MDM/R
service, limit the MDM/R service recipient’s access to one ot more
MDM/R services.

Nothing in the terms of service shall limit the SME s legal rights to further
remedies for the breach of the smart metering agreement or the terms of service

by any party.

Interpretation

Italicized Expressions

Italicized expressions used in the ferms of services have the meanings ascribed
thereto in the definitions set forth in section 7.8.

General

In the terms of service, unless the context otherwise requires:

18

February 23, 2010, Issue 1.0



MDM/R Terms of Service

words importing the singular include the plural and vice versa;
words importing a gender include any gender;

when italicized, other parts of speech and grammatical forms of a word or
phrase defined in the terms of service have a corresponding meaning;

an expression importing a natural person includes any company, partnership,
trust, joint venture, association, corporation or other private or public body
corporate, any government agency or body politic or collegiate, and any other
entity or body or class of entity or body designated by regulation made
pursuant to the Electricity Act, 1998 as coming within the definition of the
word “person”;

a reference to a thing includes a part of that thing;

a reference to a section, provision, condition, part or appendix is to a section,
provision, condition, part or appendix of the terms of service;

a reference to any statute, regulation, proclamation, order in council,
ordinance, by-law, resolution, rule, order or directive includes all statutes,
regulations, proclamations, orders in council, ordinances, by-laws or
resolutions, rules, orders or directives varying, consolidating, re-enacting,
extending or replacing it and a reference to a statute includes all regulations,
proclamations, orders in council, rules and by-laws of a legislative nature
issued under that statute;

a reference to a document or provision of a document, including the ferms of
service or a provision of the terms of service, includes an amendment or
supplement to, or replacement or novation of, that document or that provision
of that document, as well as any exhibit, schedule, appendix or other annexure
thereto;

a reference to a person includes that person’s executors, administrators,
successors, substitutes (including, but not limited to, persons taking by
novation) and permitted assigns;

a reference to a body (including, without limitation, an institute, association or
authority), whether statutory or not, which ceases to exist or whose functions
are transferred to another body is a reference to the body which replaces it or
which substantially succeeds to its powers or functions;

February 23, 2010, Issue 1.0
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¢ areference to sections of the rerms of service separated by the word “to” (i.e.,
“sections 1.1 to 1.4”) shall be a reference to the sections inclusively;

o areference to a time:

o without the qualification “EST” is a reference to eastern time,
which is the prevailing eastern standard or eastern daylight time in
the Province of Ontario;

o followed by the qualification “EST” is a reference to eastern
standard time in the Province of Ontario; and

Er 19 L1

o without the qualification “am”, “a.m.”, “pm” or “p.m.” is a
reference to time based on a 24-hour clock; and

e areference to a month, calendar month, year or calendar year shall mean the
period that commences the first hour of the first trading day that starts in such
month or year and terminates the last hour of the last trading day that
commences in such month or year.

7.3 Headings

7.3.1 Headings in the ferms of service are inserted for convenience of reference only
and shall not affect the interpretation of the ferms of service, nor shall they be
construed as indicating that all of the provisions of the terms of service relating to
any particular topic are to be found in any particular section, subsection, clause,
provision, part or appendix.

7.4 Shall, Must and May

7.4.1 The words “shall” and “must” shall be construed as imperative and the word
“may” shall be construed as permissive.

7.5 Explanatory Notes

7.5.1 Any provision in this document which is indicated as being an “explanatory note”
or a “rule note” shall be deemed not to form a part of the ferms of service. Such
explanatory notes or rule notes are inserted for convenience only and shall not
affect the interpretation of the terms of service nor be binding on the SME or on
any MDM/R service recipient.
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7.6

7.6.1

1.7
7.7.1

7.7.2

7.8
7.8.1

7.8.2

7.8.3
7.8.4

7.8.5

7.8.6

7.8.7

Computation of Time

In the computation of time under the ferms of service, unless a contrary intention
appears, if there is a reference to a number of days between two events, they are

counted by excluding the day on which the first event happens and including the
day on which the second event happens.

Currency

All references to a monetary amount are expressed in Canadian dollars in:
o the ferms of service;

o  MDM/R manuals and procedures

¢ asettlement statement; or

* an invoice.

Any payment required to be made by or to the SMFE or by or to an MDM/R service
recipient shall be made in Canadian dollars.

Definitions
AMI has the meaning ascribed to it in the smart metering agreement.

amendment proposal means a proposal to amend the terms of service or an
MDM/R Manual or Procedure.

authorized agent has the meaning ascribed to it in the smart metering agreement,

CiS means the customer information system used by an MDM/R service recipient
for customer support and billing functions.

default interest means interest charged at the base lending rate that the bank
where the SMFE settlement clearing account is maintained charges for commercial
loans to its best and most creditworthy commercial customers plus 2%.

IESO means the Independent Electricity System Operator established and
continued under Part II of the Electricity Act, 1998.

market rules means rules made under section 32 of the Electricity Act, 1998.
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7.8.8 MDM/R means the Meter Data Management and Repository developed by the
SME within which meter read data is processed to produce billing quantity data
and such data is stored for future use.

7.8.9 MDMJ/R business interruption event means an event involving the substantial loss
of the OSP’s primary MDM/R operations site availability that is expected to last
longer than 24 hours.

7.8.10 MDM/R fee, means the smart metering charge, or any other allowable fee charged
by the SME for the use of an MDM/R service that may be prescribed by applicable
law.

7.8.11 MDM/R manuals and procedures means a series of documents specified by the
SME, including the documents referred to in sections 4.1 4.2, 4.3 and 4.4, that
describe procedures, standards and other requirements to be followed, met or
performed by MDM/R service recipients, the SME and other persons in fulfilling
their respective obligations under the terms of the smart metering agreement and
the ferms of service.

7.8.12 MDM/R service recipient means a party that has entered into a smart mefering
agreement with the SME.

7.8.13 OEB means the Ontario Energy Board or its successor.
7.8.14 OPA means the Ontario Power Authority or its successor.

7.8.15 OSP means the operational service provider engaged by the SME to assist with
the development and operation of the MDM/R.

7.8.16 publish means, in respect of a document or information, to place that document or
information on a website designated by the SME, and publication shall be
interpreted accordingly.

7.8.17 smart melering agreement means an agreement, including the Schedules to such
an agreement, between the SME and an MDM/R service recipient.

7.8.18 smart metering charge means any fee for the usage of an MDM/R service that
may be prescribed by applicable law.

7.8.19 smart metering initiative means those policies of the Government of Ontario
related to its decision to ensure Ontario electricity consumers are provided, over
time, with smart meters.
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7.8.20

7.8.21

7.8.22

7.8.23

SME means the JESO acting as the Smart Metering Entity designated under the
Electricity Act, 1998 (Ontario) to accomplish the Government of Ontario’s smart
mefering initigiive and any subsidiary of the SME.

SME steering committee means a consultative body constituted under the
provisions of the terms of service.

terms of service means the terms and conditions governing the administration and
operation of the MDM/R and any other infrastructure required to fulfill the
objectives of the smart metering initiative, including the interfaces between the
MDM/R and any external systems.

urgent amendment means an amendment to the terms of service or the MDM/R
manuals and procedures on an urgent meeting one or more of the criteria set out
in section 1.3.3.
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Appendix ‘A’ — MDM/R Service Levels

Service Levels for Critical MDM/R Services:

Explanatory Note: The target service levels contained in this appendix for Critical MDM/R Services are
commensurate with the target service level set out in an agreement between the SME and the OSP. In the event
that the OSP fails to meet the target service levels for Critical MDM/R Services set out in this appendix, a
service credit payable by the OSP to the SME may be triggered as per the contractual provisions in that
agreement. Those service credits shall in turn be allocated to MDM/R Service Recipients as per the provisions
of the smart metering agreement that is in force between the MDM/R Service Recipient and the SME. Please
see the smart metering agreement for further details.

Service Level Target
(across all MDM/R

document) - time
to respond to a
valid meter reads
file received in
accordance with
the MDM/R v 1.0
Technical
Interface
Specification
document

MDM/R Measurement SME and MDM/R Service Recipient service recipients
Measured .
N Method Obligations per calendar month,
Service .
unless otherwise
indicated)
Automatic Meter Read Meter read data received by the MDM/R. »  Accumulated
Meter Read Interface received by 05:00 EST on the day immediately processing delay
Processing (all adaptors as following each Daily Read Period <= 240 minutes
indicated in - Exception Reports VE11, VE12, DCI16, per calendar
MDM/Rv 1.0 DC17, DCo6, DCO7, VEO!, and VEO2 month,
Technical shall be available by 07:10 EST on the
Interface day following the Daily Read Period And
Specification - Meter Read data shall be available by

08:00 EST on the day following the Daily
Read Period

Meter read Data received by the MDM/R after
05:00 EST on the day immediately following
each Daily Read Period
- Meter read data will be processed within 6
hours from time of receipt of data by
MDM/R
- Exception Reports VEL1, VEI2, DC16,
DC17, DCO6, DCO7, VEOI, and VE(2
will be available at the normally
scheduled time on the second day
immediately after the Daily Read Period
Note:
~  Meter Read data file assumed to
conform to all requirements of the
MDM/R vi.0 Technical Interface
Specification document

* 1o more than one
single delay > 45
minutes per
calendar month
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Service Level Target
MDM/R (across all MDM/R
Measured Measurement SME an.d MDM/R Service Recipient service recipients
Service Method Obligations per calendar month,
unless otherwise
indicated)
Automatic Billing Quantity | Billing Quantity Response File provided within | » Accumulated
Billing Response —time | 6 hours from receipt of the corresponding Billing processing delay
Quantity torespond to a Quantity Request File (“Pull’ method) by the <= 240 minutes
Processing valid billing MDM/R for Billing Quantity Request Files per calendar
quantity request received between 06:00 EST and 19:00 EST. month,
fiie received in - Billing Quantity Response File provided
accordance with by 21:05 EST on Day N+2 for billing And
the MDM/R v 1.0 quantity Requests initiated via the
Technical scheduled ‘Push’ method * 1o more than one
Interface single delay > 45
Specification Note: minutes per
document - Billing Quantity Request File assumed to calendar month
conform to all requirements of the
MDM/R Technical Interface
Specification.
- Billing Quantity Data must have
successfuilly completed the VEE process
no later than the time stamp of each
Billing Quantity Request (“Pull” method)
or by 15:00 EST on Day N+2 (“Push”
method)
Automatic Processing of For all Incremental Synchronization files >99.8% percent
MDM/R Incremental received by 16:00 EST on Daily Read Period Automatic MMD
Master Synchronization ‘N Processing
Directory files (version 00 - MMD Changes applied by 00:00 EST on | Completion across all
{(MMD) or higher as daily read period ‘N + 1’ following the MDM/R service
incremental adaptors as day in which the Incremental recipients per Daily
synchronizati | indicated in Synchronization file was received (i.e. by | Read Period
on Processing | MDM/Rv 1.0 the beginning of the day immediately
Technical following daily read period ‘N°)
Interface - The maximum number of daily updates
Specification via incremental synchronization that are
document) — subject to this target service level is
response time to limited to the higher of 5000 or 0.50% of
apply valid the registered service delivery points for
incremental the MDM/R service recipient.
synchronization
files to the MMD
MDM/R GUI availability | Awvailable in the highest availability window >99.8% availability
Graphical rate (06:00 to 20:00) each calendar day across all MDM/R
User QOutside of the highest availability window, this | service recipients per
Interface interface may occasionally be subject to calendar month
(GUD) discretionary maintenance outages by the OSP,
of which MDM/R service recipients will receive
reasonable notice from the SME.
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SME_AGR_0002

Service Level Targets for Non-Critical MDM/R Services:

Explanatory Note: The target service levels contained in this appendix for non-critical MDM/R services are
commensurate with the target service level set out in an agreement between the SME and the OSP or any other
service provider providing the services listed below under contract with the SME. The non-critical MDM/R
service level targets listed below do not trigger a service credit or subsequent payments that fall under the
provisions of the smart metering agreement.
Service Level Target
MDM/R Measurement giii?:ﬁ :lc?;ll:x: N
Measured SME Obligations
) Method per calendar month,
Service .
unless otherwise
indicated)
Public Public IVR Public IVR to operate on a 24-hour basis, 7 days | >99.0% availability
Interactive availability rate per week. across all MDM/R
Voice service recipients per
Response calendar month
(IVR) system
Help Desk Help Desk hours | Help Desk available to respond to incidents ona | 24 hour availability
of availability 24-hour basis, 7 days per week. for all MDM/R
and response time service recipients — 7
days per week
Response time for
incidents:
Severity 1:30 minutes
(7x24 Mon —Sun,
including holidays)
Severity 2: 3 hours
(06:00—23:00 EDT
Mon —Sun, including
holidays)
MDM/R Web | To be determined | To be determined.
Services
Interface
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